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Dear members,
We are fast approaching the end of the year – a year that’s been marked by tepid
global economic recovery, disasters, unrest and geopolitical issues. As an open
economy, Singapore is affected by events taking place far away. And as finance
professionals, you would know first-hand that Singapore’s economic growth has
slowed compared to a year earlier as it grappled with falling external demand, a tight
labour market and ongoing economic restructuring. Full-year growth is expected to
come in at close to 2% in 2015, and 1% to 3% in 2016, according to the November
government forecast.
Given the less-than-rosy outlook, it is especially important for ISCA members to
prepare themselves to navigate an uncertain future. Relying on the status quo will
not do as the business environment – and the profession – is constantly evolving at
breakneck speed. As regulators and standard-setters rush to keep up with the pace of
change, members must be plugged in to the latest developments.
Put simply, accountants of the future need to have an innovative, adaptable and
global mindset to manage the challenges that arise. They would have to expand their
skills, knowledge and abilities to adapt to the ever-changing international standards
of accounting, as well as the increase in cross-border commercial activities.
Thought leaders shared their perspectives on the leading issues facing the profession
at the Singapore Accountancy Convention 2015. They discussed how the digital
revolution can create opportunities for accountants, and how it will change their roles
within their respective organisations. Some of you were among the 700 industry
luminaries, distinguished guests and delegates who attended the one-day event on
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luminaries, distinguished guests and delegates who attended the one-day event on
November 12. I hope the knowledge gleaned, and the networking sessions, were of
benefit. The cover story captures the highlights of the event.
Singapore is midway through its transformation journey to be a global hub for the
profession by 2020. If it succeeds, its competitiveness and international position will
receive a boost, and the Republic will be well-placed to take a leadership role in the
region. This will translate to greater professional recognition and career mobility for
accountancy professionals here. Playing a key role in this mission is ISCA. As
Singapore’s national accountancy body, ISCA is a trusted and credible adviser to the
government and regulators, and the wider community.
ISCA works hard to enhance its global standing. Recently, the Institute hosted the
International Federation of Accountants’ Council and Board Meeting, and participated
in the Chartered Accountants Worldwide’s Critical Success Factors Summit in
Singapore. Many delegates from these events also attended the Singapore
Accountancy Convention 2015. Through its partnerships with global bodies such as
these, ISCA continues to increase its participation in global initiatives and
international events.
A healthy accountancy talent pipeline is critical to Singapore’s accountancy hub
vision, and is essential for its position as a global financial centre. To this end, the
Institute has created more pathways to membership through a new Affiliate
membership class, and expanded the admission criteria for Associate membership.
The details are within these pages.
As part of ISCA’s vision to bring value to our members, the profession and wider
community, the Institute has launched ISCA Cares, a charity which seeks to promote
strong social conscience and a spirit of inclusivity in the accountancy community. For
the first time, there is a dedicated channel for accountants to contribute their talents
and resources, and to give back collectively as a profession.
ISCA Cares supports two charitable causes – Education and Community. The
Education programme, which provides disadvantaged Singapore youths with
academic potential access to quality accountancy education through financial and
non-financial assistance, commences in 2016. In this season of giving, I urge
members to donate generously towards the S$1 million target for the first year, and
play a part to nurture the next generation of accountants.
I wish all members a wonderful festive season, and to all Christians, have a blessed
Christmas. See you in 2016.
Gerard Ee
FCA (Singapore)
president@isca.org.sg
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Enhancing Productivity through HIPS and MAP
Small and medium-size enterprises (SMEs) are getting more help in boosting their
productivity, with the launch of two new tools at the Singapore Productivity
Conference and Exhibition 2015. The two-day event (November 5 and 6) is endorsed
by Way to Go (www.waytogo.sg), a government-driven outreach campaign to gear
Singapore towards higher productivity. Way to Go, Singapore was officially launched
in January 2012, and is supported by over 20 organisations including government
agencies and trade associations and chambers. The two tools are the Holistic
Industry Productivity Scorecard (HIPS) calculator and Mentorship for Accelerating
Productivity (MAP) programme.

HIPS CALCULATOR

The HIPS calculator is an online self-diagnostic tool that companies can use to gauge
their labour productivity. Developed by the Singapore Business Federation (SBF), with
DP Information Group as knowledge partner, it is designed within SPRING Singapore’s
Integrated Management of Productivity Activities (IMPACT) framework, and takes
companies through a three-step process involving nine key financial figures such as
labour cost, operating profit and fixed assets. It presents data on 10 key productivity
indicators. The data illustrate a company’s holistic productivity performance, compare
year-on-year performance and benchmark against industry peers. Companies that
submit their details and scores will have the information added to the HIPS scorecard
database. After obtaining their scorecards, companies can enrol in a 1:1 Diagnostic
Programme to help them better understand their scores and the measures they can
take to do better.

“Creating a manpower-lean and competitive economy continues to be
crucial for Singapore. This is especially so as Singapore is faced with a
tight labour market and ageing population. Only by helping enterprises
raise productivity can we create better jobs and opportunities for
Singaporeans.”
TEO SER LUCK, Minister of State for Manpower, Opening Address, Singapore Productivity Conference
and Exhibition 2015

“Improving productivity continues to be a challenge for many Singapore companies. We
hope that with the introduction of HIPS, businesses now have an effective and userfriendly tool to help them measure their productivity and help them improve. Increasing
productivity is the way to go in ensuring long-term competitiveness and profitability.
Businesses that can work towards maximum operational efficiency will stay ahead of the
game,” said Victor Tay, Chief Operating Officer, SBF. The Federation hopes to have 30,000
SMEs on board HIPS by 2020. Both the calculator and scorecard can be accessed via
the HIPS portal.

MAP PROGRAMME
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MAP PROGRAMME

Jointly developed by SBF and Singapore Workforce Development Agency (WDA), MAP
is an enhancement of the Empowering Efficiency and Excellence (3E) programme
which was rolled out in 2012 to train companies in productivity tools and
methodologies. The enhanced MAP programme is designed to help companies
embark on productivity projects to reduce manpower needs, minimise processing
errors, enhance productivity and improve customer satisfaction. WDA has set aside
over $1 million to train up to 300 inhouse productivity champions from 60 companies
under MAP. Through the programme, companies will benefit from a holistic approach
towards raising productivity. Industry advisers will provide guidance on raising
awareness of productivity, identifying enterprise productivity gaps and helping to
groom inhouse productivity champions.
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18 Life Members Recognised in 2015

ISCA Life Members and former committee members were recognised at an appreciation lunch

ISCA would like to congratulate the following 18 long-serving ISCA members who have
been inducted as Life Members in 2015: (in alphabetical order) Choy Jee Hong
Anthony, Ee Hock Leong Lawrence, Foo Boon Fong, Gan Eng Hee, Han Eng Juan, Hong
Min Yi, Kong Cheng Chee Barbara, Lee Chay Pian, Lim Ho Seng, Lim How Boon, Ng
Choon Teck, Ong Bee Wha Lena, Ong Choa Huat, Smith Philip John, Tan Hee Chai, Tan
Swan Jeng, Tay Kwang Thiam, and Wong Phui Lun Joseph.
Life Members are Chartered Accountants of Singapore who are Full Members of ISCA
with at least 50 years of continuous membership.
The members, together with ISCA committee members who stepped down in 2014
and 2015, were invited to ISCA House on October 7 for an appreciation lunch to thank
the Life Members for their support of the Institute and the former committee
members for their service of six years or more on ISCA committees. ISCA President
Gerard Ee presented certificates inducting long-serving members as Life Members.
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Gerard Ee presented certificates inducting long-serving members as Life Members.
He also presented certificates of appreciation to former committee members in
recognition of their contributions and dedicated service.
We would like to express our thanks to all participants who made time to attend the
event.

ISCA President Gerard Ee welcoming the honourees
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ISCA Introduces New Pathways to Membership
ISCA has established new membership pathways to widen the local accountancy
talent pipeline. Announced at the Singapore Accountancy Convention on November
12, the new membership pathways are: a new Affiliate membership pathway, and a
broadened Associate membership pathway.
These changes to ISCA membership will allow more individuals entry into the
profession and provide an affiliation with the national accountancy body, thus
enhancing their credibility and credentials. Employers and clients can also be assured
that the work is carried out by qualified accounting professionals who are committed
to uphold professional and ethical standards.

INTRODUCTION OF THE ISCA ACCREDITED ACCOUNTING TECHNICIAN
DIPLOMA AND AAT (SINGAPORE) DESIGNATION
With the Affiliate membership class, individuals holding an accredited accounting
diploma or who graduated from the new ISCA Accredited Accounting Technician (ISCA
AAT) Diploma and have at least one year of practical experience verified by their
employer are eligible to qualify as an Accredited Accounting Technician (Singapore).
The application for Affiliate membership will open in June 2016 and more information
will be available on our website next year.
The ISCA AAT Diploma is a flexible skills-based programme that is designed to meet
the demands an accounting technician will face at the work place. The programme is
being offered in partnership with the Association of Accounting Technicians (AAT),
and is targeted at aspiring accounting technicians who have at least an “O” level
qualification, or who are graduates of Higher NITEC in Accounting from the Institute
of Technical Education.
Figure 1
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ASSOCIATE MEMBERSHIP CRITERIA WIDENED TO INCLUDE FOREIGN
GRADUATES
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Besides the introduction of the Affiliate class, the current Associate membership class
will also undergo some changes starting from March 2016.
Under the new Associate pathway to membership, accountancy graduates from
foreign universities will be able to gain entry into ISCA as an Associate member upon
passing the ISCA assessment of qualification. This is in addition to the alreadyrecognised qualifications which include graduates of accredited degrees from local
universities, and holders of recognised professional accounting qualifications.
The revised rules also mean that existing Associate members can choose to remain as
an Associate (ISCA) should they decide not to reclassify to a CA (Singapore) under the
Transitional Arrangements. Associates will continue to enjoy the benefits of an ISCA
membership, including being kept updated on the latest accounting developments
and professional recognition as a member of the national accountancy body that
upholds professional standards.
Figure 2

The CA (Singapore) designation remains the highest form of professional designation
conferred by the Institute, and Associate members who aspire to progress in their
career and become a chartered accountant will have to meet its eligibility criteria in
order to qualify.
Associates who can still qualify under the Transitional Arrangements are encouraged
to fulfil the CA (Singapore) entry criteria and reclassify by the timelines specific to
them, as indicated in Figure 2. Otherwise, they will have to go through the Singapore
3/4
Qualification Programme (Singapore QP) and fulfil its requirements in order to qualify
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Qualification Programme (Singapore QP) and fulfil its requirements in order to qualify
as a CA (Singapore).
Further details on the pathways to ISCA membership will be released in due course.
Please visit ISCA for more information, and to register your interest in the pathways.
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Exciting Initiatives in Store for SAA Global
Education

Branson Kwok, Managing Director, SAA-GE

He has been at the helm of SAA Global Education (SAA-GE) for a scant four months,
but Branson Kwok has already set himself big goals. Kwok, who joined the private
education institution in August, wasted no time in his role as managing director. He
got down immediately to meeting staff, students and other stakeholders to gather
feedback on how to improve various aspects of SAA-GE, the training arm of ISCA.
Kwok’s motivation stems from SAA-GE’s “Platinum” status as an Association of
Certified Chartered Accountants (ACCA) Approved Learning Partner – an award the
school has received for nine years in a row. “Maintaining the benchmark is easy, but
improving on it is much harder,” said Kwok, former Director (International
Development) of SIM Global Education. With that in mind, he set himself a
fundamental goal moving into 2016 – for SAA-GE to be the first choice private
accountancy school not only in Singapore but also in Southeast Asia, as well as China.
“That means when someone wants an education with a private accountancy school,
SAA-GE will be thought of first,” he said.
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SAA-GE will be thought of first,” he said.

SAA-GE Open Day 2015

As such, he is looking at partnering overseas institutions, especially in developing
countries, to offer the SAA-GE qualifications. “Singapore, an economically-developed
nation, demands more sophisticated skill sets. Since we have the expertise that
institutions in developing countries may not have, there is opportunity for us to
deliver these programmes to them.” However, the desire to go regional is not just
about expanding operations. At the heart of it is a social mission to offer learning
opportunities to the less privileged. “ISCA is a non-profit organisation so we share its
social mission. We are looking at offering scholarships to overseas students who
would otherwise not be able to afford this opportunity,” he said.

“Singapore, an economically-developed nation, demands more
sophisticated skill sets. Since we have the expertise that institutions in
developing countries may not have, there is opportunity for us to
deliver these programmes to them.”
BRANSON KWOK, Managing Director, SAA-GE

UPCOMING PLANS
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UPCOMING PLANS
Since he stepped in, Kwok has also announced that fees for 2016 will not be
increased for current and new students, as he wants to ensure that education
opportunities remain affordable. Other initiatives students can look forward to next
year include an app which will make revision classes and study materials available
24/7. With this platform, slated to launch in April, part-time students who sometimes
have to miss revision classes due to their work and other commitments will be able to
access and review what has been taught. The app will also enable SAA-GE to reach
students of overseas partners.
Over the next few months, SAA-GE will work closely with ACCA to publish a study
guide for the local tax and law variance papers, to help Singapore students preparing
for these exams. He is not only volunteering that SAA-GE undertakes this project, he
also plans to make it available to all local students.
His list of “to-dos” for the school includes investing in more full-time lecturers. With
more lecturers, students who require consultation will be able to approach full-time
academic staff any time they need help. And as the economy continues to evolve and
the accountancy curriculum changes in tandem, these full-time staff will be able to
update course materials quickly as well.
He is also encouraging recent ACCA Prize Winners to “give back to the school”. Such
winners are candidates who achieved outstanding results in their ACCA Qualification
exams on their first attempt. By roping them in as co-lecturers, he hopes they can
share their exam experience and coping strategies with the students, as a value-add
to the main lecturers’ content knowledge and industry experience.
His long-term vision is for all who pass through the doors of SAA-GE to be assured of
a quality education. “In the end, the success of our students is the success of our
school. My priority is to train talent for the accountancy profession. If I cannot get
sufficient people to pass the exams and enter the profession, I would have failed in
my mission,” he said.

SAA Global Education has produced 769 ACCA Prize Winners since 2004. The school
was established in 1985.
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SMP Delegation to Indonesia: Riding on the
Potential of ASEAN Economic Community

(From right) Joseph Alfred, Head of Technical & Policy, ACCA Singapore; Evi Steelyana, Head of Learning,
ACCA Indonesia; Goh Puay Cheh, COO, ISCA; Ahmadi Hadibroto, Executive Director, IAPI, and Janamanchi
Balasubramaniam, Director, JBS Practice PAC

A delegation of 19 accounting practitioners from 15 small and medium-sized
practices (SMPs) were in Jakarta, Indonesia, from October 5 to 7, as part of the second
ACCA-ISCA Business Study Mission for SMPs; the business study mission was
supported by SPRING Singapore.
With the objectives of gaining greater business and regulatory knowledge of the
Indonesian market and establishing partnerships with local accounting firms, the
delegation met up with various private and governmental organisations during the
three-day trip.
Indonesia was identified as the destination for this year’s business study mission as
the country, under the new leadership of President Joko Widodo, is showing vast
potential for Singapore businesses. Indonesia has a booming domestic consumption
base of 57% among its 250-million population; additionally, the government has
pledged to focus on infrastructure projects to achieve a GDP growth of 7% by 2018.
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Through the meetings with the Indonesian Institute of Accountants or Ikatan Akuntan
Indonesia (IAI) and the Indonesian Institute of Certified Public Accountants or Institut
Akuntan Publik Indonesia (IAPI), the delegates gained a better understanding of the
market potential of audit and accounting services. With just 20,000 audited financial
statements being generated annually, and around 400 public accounting firms
serving the market, there is significant business potential for our SMPs when the
country mandates wider surveillance in statutory audit for companies. Both
Indonesian professional accounting bodies were also keen to explore greater
collaboration with Singapore in software, training and sharing of online technical
resources as the Indonesia accounting standards are converging with IFRS, and it had
established the Chartered Accountant pathway three years ago.

Welcome address by ISCA COO Goh Puay Cheh at the networking dinner reception with IAI members
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Lunch reception hosted by Angeline Suparto Law Corporation

The delegation also visited the Investment Coordinating Board (BKPM) and had
engaging discussions with PT DBS Indonesia, GreenHub and Angeline Suparto Law
Corporation, gaining useful knowledge of the banking, office rental, incorporation
and labour laws of the Indonesian market. The delegates identified business potential
for companies in asset-light industries, such as IT consulting and professional
services, as they faced lower barriers to entry in terms of foreign shareholding
limitations, and also industries that can target the growing consumer base, such as
food and beverage services, manufacturing and retail. As the local labour, business
and tax laws are more complex to interpret, the delegates felt it would be advisable
to form partnerships or work through a network affiliation. With continuous
improvement in corporate governance in Indonesia, there is brighter promise for
Singapore businesses in the near future.
The business study mission ended on a successful note as our SMP delegates
received a clearer understanding of the business and regulatory climate in Indonesia,
and potentially forged partnerships with local SMPs through two networking dinner
receptions with IAI and IAPI members.

“We are grateful for the tripartite (ISCA, ACCA and SPRING Singapore)
efforts in organising this wonderful trip for SMPs to network with
businessmen and accountants in Indonesia. I have established
knowledge-sharing with a public accounting firm in Jakarta. We look
forward to establishing a win-win relationship going forward.”
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RAYMOND TAN, Partner, Milant & Associates LLP
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ISCA Scores Hat Trick in Inter-Professional
Games 2015

ISCA members and staff commemorating our third consecutive crowning at IPG

ISCA has emerged the Overall Champion in the Inter-Professional Games (IPG) – for
the third consecutive time.
This year’s Games witnessed strong but friendly competition among 49 teams across
12 sporting categories over four months. With the Institute snatching victory in six
sporting categories – Badminton, Basketball, Netball, Squash, Table Tennis and
Volleyball – and also accumulating valuable points from Tennis (second) and Golf
(second) – ISCA had convincingly defended its championship trophy.
The Institution of Engineers Singapore (IES), the host and organiser for IPG 2015,
together with around 120 members and friends from the participating institutes,
namely, ISCA, The Law Society of Singapore, Singapore Institute of Surveyors &
Valuers, Singapore Medical Association and Singapore Institute of Architects,
attended the IPG 2015 Closing Ceremony on October 24. The ceremony took place at1/5
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attended the IPG 2015 Closing Ceremony on October 24. The ceremony took place at
the Home of Seafood restaurant in Joo Chiat Place.
In addition to the presentation of trophies and prizes for the champions and runnersup, the occasion also saw players and friends coming together to network and
reminisce the good times they shared during this tournament and tournaments past.
When the formalities of the presentation ceremony were over, everyone eagerly
looked forward to the Lucky Draw. Prizes worth up to $100 in the form of vouchers or
products were given out to those whose lucky numbers were picked.
The highlights of the night were of course the speciality of the restaurant – the
whopping large crabs! The sumptuous food was finger-licking good, and coupled with
the constant laughter from the diners, it was clear that everyone was enjoying
themselves.
The Games are a fabulous platform to foster camaraderie among various professions,
network, make friends and have fun. Furthermore, maintaining a healthy lifestyle
through regular exercise is a good way to keep up with our fast-paced society, as well
as keep stress at bay.
With 2016 approaching, we are looking forward to another round of intense yet
gracious competition next year. IPG 2016 will be hosted by the Singapore Institute of
Surveyors & Valuers.

Representatives from IPG participating organisations; (standing, in blue) ISCA Treasurer Vincent Lim
http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2280

2/5

1/6/2016

ISCA Scores Hat Trick in Inter-Professional Games 2015

Representatives from IPG participating organisations; (standing, in blue) ISCA Treasurer Vincent Lim

ISCA Treasurer Vincent Lim celebrating the Institute’s hat-trick victory upon receiving the Overall
Championship trophy

ISCA member George Ong (left) receiving the championship trophy for Badminton from IES President Er
Chong Kee Sen
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ISCA member Kek Teng Cheong (left) receiving the championship trophy for Basketball from Er Chong
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ISCA Table Tennis team was all smiles after their victory.
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SIATP’s Collaboration with IRAS a Boost for the
Accredited

Accredited Tax Practitioner (Income Tax) Nancy Ng, Manager, Corporate Tax–Medium Corporation
division, was on hand to share practical advice for tax agents and tax professionals so they can sail
steadily through the tax-filing season.

The close collaboration between Singapore Institute of Accredited Tax Professionals
(SIATP) and Inland Revenue Authority of Singapore (IRAS) gained much traction this
year – with accredited tax professionals benefitting the most.
Peppered throughout the year was a series focusing on e-tax guides, jointly
presented by SIATP, IRAS and Tax Academy. This S.U.R.E. series enabled accredited
tax professionals to seek clarity, better understand the e-guides which reaffirms their
understanding, and enrich the overall tax profession. The most recent session
covered the Mergers and Acquisitions scheme.
Going a step further, both organisations extended the collaboration further and
partnered with IE Singapore to organise not one but two capacity-filled sessions on
the Global Traders Programme. The seminars were designed with a healthy dose of
http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2284
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Equipping accredited tax professionals to stand out in tax knowledge was an exclusive hands-on session
on the e-filing of Form C.

The collaboration even saw accredited tax professionals getting an exclusive handson session on the e-filing of Form C for YA 2015, before these sessions were open to
other tax professionals. Lim Hsee Meang, Senior Tax Manager at BSL Tax Services Pte
Ltd, summed up the sentiments of fellow accredited tax professionals, “The session
was helpful particularly in familiarising us with the new functions, such as the PDF
Form C (upload option) and seeking clarification on certain aspects of completing the
online Form C.” These were in addition to the Tax Excellence Decoded session on key
issues pertaining to tax compliance.
For more information on being always a step ahead in tax, visit SIATP.
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Disciplinary Findings
Upon finding that Mr Cheng Teck Siong, CA (Singapore), had breached Rule 64.6 of
the Institute (Membership and Fees) Rules, in that he self-petitioned to be a bankrupt
on 19 March 2015 and is still an undischarged bankrupt, the Disciplinary Committee
ordered that his name be removed from the register and that he shall cease to be a
Member of the Institute with immediate effect.
Upon finding that Mr Tan Kar Chye, CA (Singapore), had breached Rule 64.6 of the
Institute (Membership and Fees) Rules, in that he was adjudged a bankrupt by CIMB
Bank Berhad on 16 April 2015 and is still an undischarged bankrupt, the Disciplinary
Committee ordered that his name be removed from the register and that he shall
cease to be a Member of the Institute with immediate effect.
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ISCA Breakfast Talk: Enhanced Auditor
Reporting: An Introduction for Preparers of
Financial Statements.

John Teo, CFO, Singapore Pools, and member of ISCA AASC, spoke about the potential impact and
immediate action steps that preparers should take.

With the recent issuance of the new and revised auditor reporting standards in
Singapore, the auditor’s report of financial statements with periods ending on or after
15 December 2016 will be more transparent and contain much more information
than the current auditor’s report. This development will improve auditor
communication and impact all stakeholders.
Auditors of listed entities will be required to communicate key audit matters beyond
the traditional “pass/fail” opinion. These disclosures will focus the attention on
specific and critical areas in the company’s financial statements, and provide them
with insights to deepen their engagements with management.
Over 80 members attended the Breakfast Talk entitled “Enhanced Auditor Reporting: 1/3
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ISCA Breakfast Talk: Enhanced Auditor Reporting: An Introduction for Preparers of Financial Statements.

Over 80 members attended the Breakfast Talk entitled “Enhanced Auditor Reporting:
An Introduction for Preparers of Financial Statements” on October 14. Hans
Koopmans, Deputy Chairman of ISCA Auditing and Assurance Standards Committee
(AASC) and Partner, PricewaterhouseCoopers Singapore, shared changes to the
auditor’s report and the related successful implementation story in the United
Kingdom while John Teo, Chief Financial Officer, Singapore Pools (Pte) Ltd and
member of the ISCA AASC, shared the potential impact, as well as the immediate
action steps that preparers should take.

Over 80 members learnt more about the impending changes to the auditor’s report.
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ISCA Breakfast Talk: Enhanced Auditor Reporting: An Introduction for Preparers of Financial Statements.

Hans Koopmans, Deputy Chairman of ISCA AASC, and Partner, PwC Singapore, shared the success story of
the UK.
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IN TUNE I S C A N E W S

ISCA Mingles: Gems Discovery: Beauty and
Value

Members learnt the finer points about gems and gemstone jewellery.

Gemstones and jewellery are beautiful and valuable. However, most people have
three major frustrations when they see a beautiful gem – they do not understand the
gem and its value, they do not know the market price, and they are not confident
buying from a stranger.
On November 18, members visited The Gem Museum by Far East Gem Institute
Singapore. Loke Hui Ying, Director, Far East Gemological Institute Pte Ltd, shared with
the members on “Gem Discovery: Beauty and Value”. The workshop covered three
aspects of gemstones, namely, the industry, value and quality. Members learned
more about gems and jewellery including the diamond pipeline and quality of
gemstones. This knowledge gives them confidence in making a more informed
decision about their future purchases.
The subject of gemology – the science dealing with natural and artificial gemstone
http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2295
materials – was touched on in relation to the role of gemological laboratories.

1/2

ISCA Mingles:
Gems Discovery:
and Valueand artificial gemstone
The subject of gemology – the science
dealing
withBeauty
natural
materials – was touched on in relation to the role of gemological laboratories.
Members found the session interesting, beneficial and useful to them.
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Singapore Accountancy Convention
2015

Guest of Honour Lim Soo Hoon, Permanent Secretary (Finance)(Performance), Ministry of Finance,
delivered the keynote address to the capacity audience.
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Leading Change, the Asian Way
Singapore is well on its way to becoming a global accountancy hub, if the month of
November 2015 is anything to go by. Last month, ISCA hosted the International
Federation of Accountants’ (IFAC) Council and Board Meeting, and participated in the
Chartered Accountants Worldwide’s Critical Success Factors Summit. Many delegates
from those events also attended the Singapore Accountancy Convention 2015, ISCA’s
annual flagship event, which took place on November 12 at the Marina Bay Sands Expo
and Convention Centre.

ISCA President Gerard Ee welcoming participants to the Institute’s flagship event

In his welcome address at this year’s Convention, ISCA President Gerard Ee touched on
the implications of the digital economy for the accountancy profession. “Technological
advancement presents new opportunities and threats. At the same time, more is
expected of accountants, who must move towards a more strategic role and lead their
organisations through the rapidly changing business landscape. Hence, today’s
Convention, with the theme ‘Leading Change, the Asian Way’, is aimed at helping our
participants gain the latest industry knowledge, to enable them to lead in a rapidly
changing global landscape, from a uniquely Asian perspective.”
Mr Ee also announced several new initiatives, on the heels of ISCA’s June 2015
induction into Chartered Accountants Worldwide as an Associate member. ISCA will
create more pathways for individuals to enter the profession:

+
+

Starting from June 2016, ISCA will introduce an Affiliate membership class for accounting
technicians. This will allow non-graduates to be ISCA members, and to receive professional support
and recognition;
ISCA is partnering with the United Kingdom-based Association of Accounting Technicians to offer
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the ISCA Accredited Accounting Technician Diploma. Set to launch in September 2016, this course
aims to address the skills shortage of entry- to mid-level accounting professionals;
Starting from March 2016, ISCA will broaden its admission criteria for Associate members to include
accountancy graduates of recognised foreign universities. Membership is currently open to local
university accounting graduates, those who have completed the ISCA Professional Examination, or
those with recognised accounting qualifications.

“With the changes, we aim to widen the accountancy talent pipeline and add to the
diversity of the talent pool,” said Mr Ee. “This is also in line with the national
SkillsFuture movement to provide Singaporeans with the opportunities to develop (to)
their fullest potential throughout life, regardless of their starting points.”
Lim Soo Hoon, Permanent Secretary (Finance)(Performance), Ministry of Finance, gave
a keynote address in which she urged the accountancy sector to lead change on three
fronts. The first is harnessing technology to provide higher-value business insights and
increase productivity. “There is room for Singapore companies to tap on computerised
tracking or monitoring tools to ensure better visibility and control of their financials to
ultimately increase business efficiency,” she said.
The second is offering new market-relevant services – namely, non-audit or advisory
services – as the next frontier for growth. “Audit is important and remains the bedrock
of the accountancy business,” emphasised Ms Lim. “However, with the new audit
exemption threshold which came into force in July 2015, smaller audit firms need to
come up with new business models and pursue new and more sustainable revenue
streams apart from audit.”
But the efficacy of such services is dependent on the people providing them. This leads
to the third and most critical element – talent management. “As Singapore evolves to
its future economy, we must tap on the diverse skills, passion and contributions of
every individual,” said Ms Lim. She commended graduates from other disciplines for
taking up the Singapore QP foundation programme and exploring a new career path.
She also noted that, in line with the national SkillsFuture movement, Singapore
Accountancy Commission, ISCA and other professional bodies are encouraging
students from polytechnics and Institutes of Technical Education to join the sector.

“Audit is important and remains the bedrock of the accountancy
business… However, with the new audit exemption threshold which
came into force in July 2015, smaller audit firms need to come up with
new business models and pursue new and more sustainable revenue
streams apart from audit.”
LIM SOO HOON, Permanent Secretary (Finance)(Performance), Ministry of Finance

A distinguished lineup of local and foreign speakers and panellists, comprising
business leaders, international industry experts, senior partners from major
accounting firms, C-suite executives from prominent companies, and senior
http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2299
representatives from government agencies,
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representatives from government agencies, convened at the day-long Convention. As
recounted here, they discussed key developments and topical issues facing the
accountancy profession.
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SAC 2015: Positioning Accountants to Lead in
the 21st Century

OLIVIA KIRTLEY, President, International Federation of Accountants (IFAC)

As one of 63 founding members of IFAC, ISCA has been an integral part of IFAC’s
activities since its establishment in 1977. Just as the global body has grown over the
years to now consist of over 175 Members and Associates, Singapore’s evolution into
a transparent economy over the past five decades is nothing short of impressive.
“People want to do business (in Singapore) because there is a strong business
ecology, and professional accountants are a big pillar (of that),” said Ms Kirtley. She
named three areas for the profession to further drive economic growth.
First, accountants need to utilise technology as a means of sharing knowledge and
leveraging expertise so as to better serve clients. IFAC’s Global Knowledge Gateway,
easily accessible via the IFAC website, is one such platform. It offers content on a
wide range of accounting-related topics for an international online community of
accountants.
Second, the profession as a whole should engage in skills upgrading. Ms Kirtley
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Second, the profession as a whole should engage in skills upgrading. Ms Kirtley
applauded ISCA’s efforts to raise the profile of accounting technicians and support
Singapore’s SkillsFuture initiative. Moreover, she added, the automation of audit
activities allows accountants to spend more time on strategic or advisory services.
Last but not least, identifying and attracting next-generation talent is crucial. Today’s
millennials are not only willing to relocate for career advancement but also eager to
make a meaningful difference in society – and accountancy provides opportunities for
both. The key, she explained, is for the profession to ensure a good work-life balance.
Ms Kirtley summed up her address thus, “We must think globally and learn how to
operate across borders in a connected world. We must embrace and capitalise on the
power of technology and keep pace with disruptive technologies. And we are in a
competitive race to attract the best and the brightest.”

ENJOYING GOOD RELATIONS WITH IFAC

ISCA President Gerard Ee and IFAC President Olivia Kirtley exchanged gifts as a gesture of goodwill and
strong friendship between the two organisations.
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Guests enjoyed an evening of camaraderie.

Through the Institute’s partnerships with global bodies such as IFAC, ISCA has
increased its participation in global initiatives and international events.
Enjoying good relations with IFAC, ISCA has hosted or co-organised several notable
IFAC events such as the IFAC Professional Accountancy Organisation Development
Committee Conference in 2011, IFAC SMP Forum in 2012, and IFAC GPPC Symposium
in 2013.
Two days before the Convention on November 10, ISCA hosted the IFAC Council and
Board Meeting and cocktail reception at SuperTree by IndoChine, Gardens by the Bay,
where guests and hosts alike enjoyed an evening of camaraderie, complemented by a
breathtaking view of the iconic and brilliantly-lit supertrees.
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SAC 2015: Revealing the State of the Global
Accountancy Profession: A Global Study

Panellists: (from left) Gerard Ee, President, ISCA; Fayezul Choudhury, CEO, IFAC; Samia Msadek, Director,
Governance Global Practice, The World Bank; Max Loh, Managing Partner, ASEAN and Singapore, EY, and
moderator Andrew Smith, Senior Economic Adviser, Centre for Economics and Business Research

Led by Andrew Smith, Senior Economic Adviser, Centre for Economics and Business
Research, a group of panellists reviewed the findings of an IFAC-commissioned study
on its membership data from 2009 to 2013. The results are highlighted in two
reports: “Nexus 1: The Accountancy Profession, Behind the Numbers”, published in
October 2015, and “Nexus 2: The Accountancy Profession – A Global Value-Add”,
published on the same day as the Convention.
The study found that growth in membership of IFAC professional accountancy
organisations (PAOs) is significantly outpacing total employment growth in almost all
regions of the world. Moreover, there is a strong positive correlation between the size
of the profession and economic development (measured by GDP per capita) as well
as living standards (better life expectancy, more years of schooling, higher income).
Although the results are encouraging, IFAC CEO Fayezul Choudhury pointed out the

http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2307

1/2

1/6/2016

SAC 2015: Revealing the State of the Global Accountancy Profession: A Global Study

Although the results are encouraging, IFAC CEO Fayezul Choudhury pointed out the
“uneven state of play” in the global arena. Many PAOs in Africa and the Middle East
do not meet IFAC eligibility, while some IFAC members still require capacity-building
support. Hence, developed-country PAOs have an obligation to strengthen the
profession by helping their counterparts in less developed countries adhere to global
standards.
Any capacity-building effort, said ISCA President Mr Ee, must include the provision of
training for accounting technicians. They assist professional accountants by
performing a variety of services ranging from basic bookkeeping to accounts
preparation. Helping them move from cash accounting to accrual accounting, for
example, will improve tax collection and thus add value to the newly-emerging
economies in which they are based.
To attract and retain talent, Max Loh, Managing Partner, ASEAN and Singapore, EY,
said it was imperative to develop a value proposition of what accountants can do that
other professions cannot. “We need to communicate the important role of
accountants,” he urged. “Accountants are the lubricant of the economy. We are a
critical element in instilling confidence in capital markets.”
Samia Msadek, Director, Governance Global Practice, The World Bank, underlined the
urgent need to move from accounting to accountability. To eradicate poverty,
government revenue from taxes must be invested in areas like education rather than
be lost through fraud or other illicit financial outflows. “We govern for the public
interest,” she exhorted. “If we do not act, injustice will remain… We will miss the
opportunity to improve the lives of future generations.”
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SAC 2015: Transforming the Profession in the
Digital Era

ANDREW RATCLIFFE, President, Institute of Chartered Accountants in England and Wales (ICAEW)

The digitalisation of the economy has brought about an astonishing pace of change.
Exponential growth in computer power and capability has triggered the explosion of
big data, along with sophisticated analytical tools to gain useful insights from the
data. New modes of interaction like cloud computing and social media enable
enhanced connectivity. Innovations in financial technology, such as online payment
systems and crowdfunding sites, also offer greater ease of application.
What does all of this mean for accountants? Mr Ratcliffe commented on the widereaching impact on the profession, including automation of the audit process and a
shift to personalised tax filing. There are worries that these trends could marginalise
accountants or render them redundant. But as long as the profession is adaptable
and flexible, opportunities exist to deliver novel services and exploit new markets.
“Accountants should develop technical data skills, statistical skills for predictive risk
http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2311
modelling, and domain-knowledge skills to interpret data,” he said. To this end, Mr
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modelling, and domain-knowledge skills to interpret data,” he said. To this end, Mr
Ratcliffe laid out ICAEW’s leadership approach in a digital world. By engaging with
multiple stakeholders, ICAEW aims to ensure the profession is successfully positioned
for the future.
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SAC 2015: Building Cyber Resilience in the
Digital Era

KYRA MATTAR, Director, PricewaterhouseCoopers Singapore

Ms Mattar expounded on the subject of cyber attacks in today’s digital age. The new
global business ecosystem is reliant on constant information flows as well as open
collaboration and trust. Unfortunately, cyber threats like phishing emails, malware
and botnets have emerged, and are becoming more prevalent. Cyber attacks occur in
almost every industry, with negative repercussions on a company’s financial position
and corporate reputation.
Businesses are vulnerable to cyber attacks by a number of adversaries, she
explained. Nation-states may target trade secrets to obtain an economic, political or
military advantage, organised criminal gangs may go after payment-card or other
personally-identifiable information for monetary gain, and hacktivists may reveal
sensitive business information to promote a political agenda. Even company insiders
may be financially motivated to steal marketing strategies or personnel records.
Given the likely inevitability of such an attack, Ms Mattar advocated a holistic
http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2315
approach to cyber security. It is no longer just an IT issue. All functions, including
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approach to cyber security. It is no longer just an IT issue. All functions, including
accounting professionals, must share responsibility and take active steps to protect
the organisation’s financial information and intellectual property.
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SAC 2015: Enhancing Assurance through Data
Analytics

LEE SZE YENG, Audit Partner, KPMG in Singapore

How can auditors best serve clients in a dynamic world with ever-evolving
technology? “We have to do things differently by leveraging on technology and
deploying data analytics,” said Ms Lee. Rather than feel threatened by technology,
auditors should regard data analytics as an enabler to create a competitive advantage
for their organisations and add value to clients.
Automation allows auditors to cover a larger data population than they otherwise
would if they were to manually obtain audit evidence, improving efficiency and
delivering greater assurance over the audit opinion. By detecting and investigating
statistical outliers, audit quality is enhanced. Auditors can also benchmark results and
examine trends to draw insightful conclusions and identify opportunities for business
improvement. And as firms move from periodic to continuous or real-time audits,
clients can expect shorter audit cycles and quicker feedback.
“Data analytics will (in time) play an integral role in every audit,” said Ms Lee. To stay
http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2319
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relevant, auditors should re-skill themselves and hire people from diverse disciplines
such as data science, think beyond internal controls to understand data flows, and
invest in tools that have sufficient capacity to deal with voluminous data and to
safeguard data security.
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SAC 2015: Strengthening Financial Reporting
Quality: A Collaborative Journey

KENNETH YAP, Chief Executive, Accounting and Corporate Regulatory Authority (ACRA)

Following the 2001 Enron scandal in the US and the ensuing downfall of Arthur
Andersen, there was a worldwide shift from self-regulated accounting to independent
audit regulation. It was in this context that ACRA was established in 2004 – to serve as
the national regulator of business entities and public accountants in Singapore.
“The formation of ACRA was a reaction to global events,” recounted Mr Yap. “As a
small statutory board, we have to punch above our weight by collaborating with
partners like ISCA.” He then described ACRA’s ongoing collaborative journey to
improve actuarial reporting:

+
+

Under the Practice Monitoring Programme, ISCA reviews the audits of non-listed companies and
other non-public interest entities (non-PIEs) on behalf of ACRA, expanding ACRA’s audit-inspection
coverage to include firms in both PIE and non-PIE segments.
As part of the Financial Reporting Surveillance Programme, ACRA teamed up with Singapore
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Management University in 2014 to study the financial statements of listed companies; ACRA also
set up a Financial Reporting Technical Advisory Panel consisting of, among other experts, heads of
the Big Four firms.
ISCA is the main standard-setter for the Singapore Standards on Auditing and Singapore Standard
on Quality Control 1, while ACRA is responsible for enforcing company compliance.
From January 2016, ACRA’s Audit Quality Indicators Disclosure Framework – to help audit
committees of listed firms better evaluate and select the right auditors – will be available for
adoption. The Framework is only possible because of a collective agreement by the Big Four firms
on the proposed set of comparable audit-quality markers.

“Firm regulation does not mean high-handed regulation,” said Mr Yap. “We need a
blend of trust and respect between regulators and partners to strengthen regulatory
oversight.” Through balanced, practical and sustainable regulation, Singapore will
improve its position as a desirable place to do business.
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SAC 2015: Combating Money Laundering: The
UK Experience

ANTHONY HARBINSON, Chairman, Anti-Money Laundering Task Force, UK Consultative Committee of
Accountancy Bodies (CCAB), FCCA

Money laundering – the siphoning of proceeds of crime through a legitimate financial
system – is far from being a white-collar or victimless crime. On the contrary, said Mr
Harbinson, it carries serious consequences for society and damages the wider public
interest. Not only does it transfer economic power from the market to criminals and
increase law-enforcement costs, it often goes hand-in-hand with corruption, people
smuggling and drug trafficking.
“We need to be one step ahead – ideally, 10 steps ahead – of those who engage in
money laundering. We need to establish clear blue water between ourselves and
organised criminal gangs,” he warned. “Failure to comply will cause people to die.”
In a 2014 CCAB report titled Coming Out in the Wash, the UK’s anti-money laundering
regime is rated among the best in the world and is seen as a good deterrent to
would-be criminals. But much work needs to be done to maintain the effectiveness of
the regime, such as timelier sharing of information between relevant organisations
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the regime, such as timelier sharing of information between relevant organisations
and greater international coordination to crack down on cross-border laundering.
As “gatekeepers of financial probity” and “champions of ethical business conduct”, Mr
Harbinson argued that accountants play a central role in tackling money laundering.
They should always exercise professional scepticism when gathering financial
information and look out for financial alarm bells. “Red flags” include wire transfers
following cash deposits, negative media coverage about the client or company, and
transfers of money where there is no apparent business relationship.
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SAC 2015: Managing Risk in an Evolving
Business World: Accountants’ Value

ANDREW HARDING, Managing Director, Chartered Institute of Management Accountants (CIMA)

Due to external pressures like globalisation and digitalisation, it is more difficult than
ever for an organisation to identify, assess and respond to uncertainty whilst
supporting its strategic objectives. Yet this has never been more important. “Risk
management is a critical part of the work of any accounting professional,” said Mr
Harding. “Risk is simply part of doing business.”
A June 2015 report co-commissioned by CIMA, titled “Global State of Enterprise Risk
Oversight, 2nd Edition”, reveals that organisations are not managing risk well enough.
Despite growth in the number and complexity of risks, most organisations worldwide
lack formal risk management systems, do not invest in risk management training, and
fail to include risk in strategic-planning discussions at the board level.
To improve corporate resilience and agility, Mr Harding recommended a framework
for proactive risk management based on the Global Management Accounting
Principles. Co-prepared by CIMA, these Principles represent values or norms to which
http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2328
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accountants should aspire – and embed risk management within an organisation’s
thinking.
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SAC 2015: Gaining Insights into Base Erosion
and Profit Shifting: Outside-in and Inside-out
Views

Panellists: (from left) Chow Wai Yee, Assistant Commissioner, Tax Policy and International Tax Division,
IRAS; Fang Fang, Board Member, SIATP; Russell Guthrie, Executive Director of Professional Relations and
CFO, IFAC; Sam Sim, Board Member and Vice-Chair of Tax Committee, Tax Executives Institute (Asia
Chapter), and moderator Simon Clark, Regional Partner, Alternative Investments, KPMG in Singapore

One topic sweeping across the world is the Base Erosion and Profit Shifting (BEPS)
project which is about addressing the tax planning strategies that seek to exploit the
gaps and mismatches in international tax rules to artificially shift profits to low- or
no-tax locations with little or no economic activity, resulting in little or no corporate
income tax being paid.
In October 2015, the Organisation for Economic Co-operation and Development
(OECD) released the final BEPS package which contains 15 action plans to give
countries the tools to ensure that profits are taxed where economic activities
generating profits are performed, and where value is created. At the same time, the
action plans aim to give businesses greater certainty by reducing disputes over the
application of international tax rules and standardising compliance requirements.
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application of international tax rules and standardising compliance requirements.
Although not legally binding, these measures have been endorsed by the G20
countries.
Simon Clark, Regional Partner, Alternative Investments, KPMG in Singapore,
moderated a panel discussion on several of the policy recommendations. Sam Sim,
Board Member and Vice-Chair of Tax Committee, Tax Executives Institute (Asia
Chapter), gave his take on the proposed guidelines for country-by-country reporting.
Fang Fang, Board Member, Singapore Institute of Accredited Tax Professionals
(SIATP), highlighted the need for organisations to update themselves on the latest
developments in BEPS and ensure that they have adequate resources to deal with
any changes in the tax legislations when they happen.
Chow Wai Yee, Assistant Commissioner, Tax Policy and International Tax Division,
Inland Revenue Authority of Singapore (IRAS), was asked for a local perspective of the
OECD/G20 BEPS project. “Singapore is committed to uphold internationally-accepted
tax standards and provide a conducive, pro-business environment,” she said. “The
government is largely supportive of the BEPS principles (despite Singapore not being
an OECD member) and will take a calibrated approach in deciding which measures to
implement and which not to.”
Russell Guthrie, Executive Director of Professional Relations and CFO, IFAC,
emphasised how accountants can contribute to the media and political debates over
BEPS to help shape the right policy decisions. “The role of the profession is critical in
an uncertain environment in which different countries implement changes at
different speeds,” he said. “Accountants have to help clients be as tax-competitive as
possible, but must also combat the worst excesses in tax evasion.”
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SAC 2015: Tackling the New Revenue Standard
the Asian Way

Panellists: (from left) Chai Wai Fook, Partner, Tax Services, EY; Chan Hon Chew, CFO, Keppel Corporation
Limited; Nagaraj Sivaram, Deputy Chairman, ASC; Raymond Yeo, CFO, M1 Limited; Soong Wee Choo, CFO,
Chosen Holdings Limited, and moderator Shariq Barmaky, Chair of Revenue Working Group, ISCA FRC and
Partner, Audit & Advisory Services, Deloitte and Touche Singapore

The last session of the Convention saw Shariq Barmaky, Chair, Revenue Working
Group, ISCA Financial Reporting Committee (FRC), and Partner, Audit & Advisory
Services, Deloitte & Touche Singapore, preside over a panel discussion on FRS 115
Revenue from Contracts with Customers. Issued by the Singapore Accounting
Standards Council (ASC) in 2014, its effective date has been deferred from 1 January
2017 to 1 January 2018.
Nagaraj Sivaram, Deputy Chairman, ASC, explained the rationale for FRS 115, namely,
to remove inconsistencies in revenue recognition requirements and improve the
quality of financial statements. “The new revenue standard gives a single principle –
to recognise revenue based on a consideration of the transfer of goods and services,”
he said. Under FRS 115, an entity recognises revenue when it satisfies a performance
obligation to a customer as specified in the contract.
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obligation to a customer as specified in the contract.
Chan Hon Chew, CFO, Keppel Corporation Limited; Raymond Yeo, CFO, M1 Limited,
and Soong Wee Choo, CFO, Chosen Holdings Limited, spoke about the impact of
applying FRS 115 on their respective companies and industries. All three welcomed
the move to defer its implementation, citing the need for more time to amend
contracts and understand the changes in disclosure requirements.
Chai Wai Fook, Partner, Tax Services, EY, addressed the income tax implications
arising from the adoption of FRS 115. He noted that IRAS had issued a public
consultation paper in October 2015 detailing its proposed changes to tax practices
under the new standard, and advised the audience to submit comments to IRAS. “We
can expect the proposed measures from the public consultation paper to be
implemented,” he said. “Give feedback to IRAS, to make sure all scenarios which may
arise are catered for.”

“The new revenue standard gives a single principle – to recognise
revenue based on a consideration of the transfer of goods and
services.”
NAGARAJ SIVARAM, Deputy Chairman, ASC
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In his opening address, ISCA Advisor Teo Ser Luck, Minister of State for Manpower, also announced the
launch of ISCA Cares, a charity to champion giving by the accountancy profession.

More than 600 local and international delegates from the accountancy profession
attended a lively dinner party at Marina Bay Sands after the Convention ended.
Pleased to see everyone in high spirits, ISCA President Gerard Ee recapped the day’s
proceedings in his welcome address. He said, “Our aim has always been to keep the
profession updated on the cutting-edge issues impacting the world of business and
accountancy. We are heartened that the Convention continues to be well-received,
which shows that it is bringing value to our members and the profession.”
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In his welcome speech, ISCA President Gerard Ee recapped the proceedings of the Convention, which
continues to bring value to members and the profession.

In his opening address, ISCA Advisor Teo Ser Luck, Minister of State for Manpower,
announced the launch of a new charity called ISCA Cares. Mooted in celebration of
SG50, it champions giving by the accountancy profession. The initiative will initially
focus on providing financial and non-financial aid to disadvantaged Singapore youths
seeking tertiary accounting education. It will eventually also collaborate with
community partners on programmes that harness the knowledge, skills and expertise
of the accountancy sector.
“ISCA Cares seeks to promote strong social conscience and a spirit of inclusivity in the
accountancy community,” said Mr Teo. “I am delighted to see ISCA take a leading role
in building a compassionate and caring accountancy community that actively
contributes towards the betterment of society.”
During the dinner, ISCA Plaques of Appreciation were presented to a select group of
members in recognition of their invaluable contributions to the Institute. These
dedicated members had recently stepped down from their respective ISCA
Committees after serving as Chairman or Deputy Chairman for at least two years.

Cheng Ai Phing: Having been on the Financial Statements Review
Committee for 20 years, Ms Cheng was Chairperson from 2008 to 2015.
She was a former partner of Deloitte & Touche.
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Chua Kim Chiu: Mr Chua was a member of the Banking and
Finance Committee for 19 years before taking over
chairmanship from 2009 to 2014. He was previously Partner,
Risk and Quality Leader, PwC Singapore, and is now a Partner
of PwC Services.

Tham Tuck Seng: Mr Tham joined the Corporate Finance
Committee in 2007 and was subsequently appointed
Chairman from 2012 to 2014. He is currently a Partner of PwC
Singapore.

Nagaraj Sivaram: After serving on the Financial Reporting
Committee (formerly known as the Accounting Standards
Committee) from 2002 to 2010, Mr Nagaraj became Deputy
Chairman from 2013 to 2015. He is the Assurance Partner of
EY.

Lee Su Shyan: Ms Lee was appointed Deputy Chairperson of IS
Chartered Accountant journal Editorial Advisory Panel from
2009 to 2014. She is Business Editor of The Straits Times.
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Critically-acclaimed Singapore band The TENG Ensemble provided the evening’s entertainment.

http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2338

4/4

1/6/2016

2015 Review

FOCUS 2 0 1 5 R E V I E W

2015 Review

The signing of the EOI with CAI was conducted via video conferencing at ISCA House; (from left) SAC CE
Uantchern Loh, CAI CEO Pat Costello, CAI Director of Education and Training Ronan O’Loughlin, and ISCA
CEO Lee Fook Chiew
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SCA President Gerard Ee and ACCA CE Helen Brand sealing the partnership agreement aimed at widening
the accountancy talent pool

ISCA IS ON TRACK FOR THE FUTURE
Singapore is at the half-way mark of its journey to be a leading global accountancy
hub for Asia Pacific in 2020. As the national accountancy body, the Institute’s goal is
to enhance the profession and support our members in various ways.
This article provides an overview of the many initiatives and activities carried out this
year to advance our members’ competencies and capabilities, thus enhancing their
professional standing locally, regionally and globally.

INTERNATIONAL PARTNERSHIPS TO ENHANCE MEMBERS’ CAREER
MOBILITY AND PROMOTE ACCOUNTANCY PROFESSION
In January, the Singapore Accountancy Commission (SAC), Institute of Singapore
Chartered Accountants (ISCA), and Chartered Accountants Ireland (CAI) signed an
Expression of Intent (EOI) which signalled the intent to foster closer ties among the
three organisations. The EOI paves the way for the three organisations to explore
reciprocity for members of ISCA and CAI. A reciprocity agreement sets out the
framework for members of one body to become members of the other, subject to
members meeting the conditions of the agreement.
In March, ISCA and the Chartered Institute of Management Accountants (CIMA)
agreed to establish the ISCA-CIMA Pathway for Singapore accounting professionals.
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agreed to establish the ISCA-CIMA Pathway for Singapore accounting professionals.
This partnership enables ISCA members with three years of post-qualification working
experience to hop on a fast track to the globally-recognised Chartered Global
Management Accountant (CGMA) designation. Not only does this enhance the
employability of ISCA members, it helps equip Singapore accountants with the
management accounting knowledge they need to flourish in an increasingly
challenging and complex business environment.
In May, ISCA and the Association of Chartered Certified Accountants (ACCA) entered
into a collaboration to encourage individuals from diverse backgrounds to pursue a
career in accounting. The ISCA-ACCA collaboration is based on the Fundamentals
Level of the ACCA Qualification; ISCA will be contributing its inputs to the Singapore
law and tax variant papers, and working with ACCA on joint initiatives to boost
student support and employability.

Concluding the EOI to explore routes to reciprocal membership were (from left) SAC CE Uantchern Loh,
SAICA Executive Director in Nation Building Chantyl Mulder, and ISCA CEO Lee Fook Chiew

In June, ISCA, SAC, and the South African Institute of Chartered Accountants (SAICA)
entered into an EOI in June to explore a reciprocity agreement among the three
organisations, paving the way for enhanced collaboration and increased international
recognition for members, and laying the foundation for them to explore greater
opportunities worldwide.
Also in June, ISCA became the first Chartered Accountancy body to gain Associate
membership in Chartered Accountants Worldwide, joining founding members
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membership in Chartered Accountants Worldwide, joining founding members
Chartered Accountants Australia and New Zealand, CAI, Institute of Chartered
Accountants in England and Wales (ICAEW), Institute of Chartered Accountants of
Scotland, and SAICA. Not only does this enhance the global prospects for Singapore
accountants, it is also testament to ISCA’s commitment to developing the accountancy
profession in Singapore.
ISCA and ICAEW also expanded on their successful partnership by signing a
Memorandum of Understanding (MoU) in November, the second between the two
organisations, to deepen their collaboration in research and technical updates. The
two bodies will combine their respective strengths to conduct research and technical
explorations that will support the accountancy sector in Singapore and the ASEAN
region. The joint effort will provide insights and help solve many of the pressing
issues faced by accountancy firms, companies and regulators locally and regionally.

WIDENING PATHWAYS FOR ACCOUNTANCY TALENT PIPELINE
ISCA has created new membership pathways to strengthen the talent pipeline. The
move supports the government’s SkillsFuture initiative, and addresses the shortage of
skilled talent in accountancy and finance. A new Affiliate membership class, which
enables non-graduates to become ISCA members thus receiving professional support
and recognition, will commence in June 2016.
The Institute is offering the ISCA Accredited Accounting Technician (ISCA AAT)
Diploma in partnership with the Association of Accounting Technicians (AAT), the
world’s leading professional membership body dedicated to the education and
development of accounting technicians. In November, ISCA and its education arm SAA
Global Education (SAA-GE) inked an MoU with AAT to offer the AAT qualification to
accounting technicians in Singapore. The ISCA AAT qualification is a flexible, skillsbased programme for accounting technicians and develops practical skills such as
basic bookkeeping, drafting of financial statements and auditing.
To add to the diversity as well as length and breadth of the talent pool, ISCA will also
expand the Associate pathway to ISCA membership in March 2016. More professional
accountants, including accountancy graduates of foreign universities, will be able to
join ISCA as Associate members. Under this new membership criterion, professional
accountants with a recognised accounting degree or an equivalent accounting
qualification, working in the multi-faceted accountancy profession across diverse
sectors, will be eligible.

RAISING OUR CAPABILITIES IN GLOBAL DEVELOPMENTS
Within the region, ISCA is playing a leading role in the ASEAN Federation of
Accountants (AFA) to advance the role of the accounting profession in light of the
upcoming launch of the ASEAN Economic Community by the end of 2015. The
Institute participates in the development of the global accounting standards, in
particular, accounting for micro entities. In this regard, AFA established the AFA
Accounting Standards Group, which is chaired by ISCA.
http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2345

4/11

2015 Review
Accounting Standards Group, which is chaired
by ISCA.

1/6/2016

To facilitate the mobility of accountancy services professionals across ASEAN and to
enhance the current regime for the provision of accountancy services in ASEAN, ISCA
– on behalf of Singapore – led the negotiations of the ASEAN Mutual Recognition
Arrangement on Accountancy Services. By 2017, ISCA members will be able to provide
accountancy services throughout ASEAN without the need for further testing or
compliance with the technical regulations and professional requirements of the host
country.
In November, ISCA was invited by UNCTAD-ISAR to present at the 32nd Session on
Guidance on Good Practices in the Area of Compliance Monitoring & Enforcement
(CME) in Geneva. ISCA President Gerard Ee had the opportunity to share Singapore’s
experience in the area of CME. This was a follow-on from the UNCTAD-ISAR 31st
session in June, where Mr Ee had a fruitful discussion on UNCTAD’s draft paper on
CME.

ENABLING MEMBERS TO STAY AHEAD OF THE CURVE

ICAEW President Andrew Ratcliffe spoke about the impact of digital innovation on the profession.

ISCA members had the opportunity to learn about global issues facing the
accountancy profession from thought leaders and industry veterans at the Singapore
Accountancy Convention 2015 in November. Experts from the public sector,
multinational corporations as well as the Big Four firms joined distinguished
panellists for the one-day convention at Marina Bay Sands to discuss topics such as
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panellists for the one-day convention at Marina Bay Sands to discuss topics such as
digitalisation and cyber-security risks, the evolving role of the accountant in proactive
risk management, as well as base erosion and profit shifting.

SPEARHEADING THOUGHT LEADERSHIP

The annual ISCA Pre-Budget Roundtable gathers the views and insights of business leaders, and provides
valuable feedback on budget issues to the government.

Every year, ISCA conducts a Pre-Budget Survey to gather the views of the CA
(Singapore) community. This year’s survey attracted 400 participants and focused on
the pace of economic restructuring, top business concerns, effectiveness of
government schemes, as well as ways to improve competitiveness.
On January 13, ISCA organised the annual Pre-Budget Roundtable, which brought
together a distinguished panel of business leaders to discuss a wide range of topical
issues affecting the Budget. Key panellists included co-chairs ISCA President Gerard
Ee and Liang Eng Hwa, Chairman of the Government Parliamentary Committee
(Finance and Trade & Industry). The key insights raised at the Roundtable, together
with ISCA’s Pre-Budget Survey findings, provided important feedback to policymakers
for their consideration in the formulation of the annual Budget.
During the year, ISCA studied many leading issues in accountancy, and published
opinion pieces and commentaries including salient viewpoints on digital currency.
With Bitcoin and other crypto currencies gaining ground, accountants are empowered
with relevant knowledge in order to embrace digital innovation in business
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with relevant knowledge in order to embrace digital innovation in business
transactions.

HELPING SMPS INCREASE PRODUCTIVITY

PKF-CAP Partner John Lim moderated a panel discussion at the second SMP Dialogue; the series provides
a platform for SMPs to network and share best practices.

The Institute is committed and proactive in helping SMPs in Singapore flourish
despite the challenges they face. As the business environment becomes more
complex, ISCA continues to look for ways to lighten the burden on SMPs, such as
through human capital development initiatives, support for overseas business
mission trips, help with technology adoption, and most importantly, through
educating SMPs on the various assistance schemes available.
One example is the SMP Dialogue series designed to promote best practices, address
SMPs’ challenges and encourage them to embrace relevant programmes and
initiatives to uplift their capabilities and capacity. The second Dialogue, “Staying
Relevant in an Increasingly Competitive Environment” in July, provided a platform for
members to learn from each other and manage common issues such as human
resource, audit quality and the business landscape.
ISCA, with the support of the Singapore Workforce Development Agency (WDA), has
developed 10 On-the-Job Training (OJT) Blueprints covering 10 audit topics. These OJT
Blueprints provide supervisors in SMPs with a guide on providing structured inhouse7/11
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Blueprints provide supervisors in SMPs with a guide on providing structured inhouse
OJT for staff. These highlight the key considerations to note and the task standards
for each audit work procedure, as well as the recommended competencies necessary
for staff to effectively carry out their tasks.

BENCHMARKING PRODUCTIVITY IN THE ACCOUNTANCY SECTOR

ISCA, in partnership with SAP, released the third ISCA Productivity Scorecard and
Benchmarking Survey Report for the accountancy sector in August. The study enabled
participating firms to measure productivity levels against the industry average, thus
gaining the knowledge needed to improve their operations. Close to 250 CFOs and
business owners responded, with the results showing that while the productivity
index of the accountancy sector has improved in 2014 from 2013, it still lags behind
its global peers.

KEEPING MEMBERS UPDATED
In Singapore, the Companies (Amendment) Act 2014 introduced a slew of changes
that will have an impact on ISCA members and their clients. As the changes were the
most extensive since the Companies Act was enacted in 1967, ISCA collaborated with8/11
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most extensive since the Companies Act was enacted in 1967, ISCA collaborated with
the Law Reform Department of the Accounting and Corporate Regulatory Authority
on a series of articles in the IS Chartered Accountant journal for the benefit of
members. The key changes were highlighted and more clarity was provided on the
“small company” concept for audit exemption using various scenarios.
This year also saw an update of the new revenue standard, FRS 115 Revenue from
Contracts with Customers, which is effective from 1 January 2017. FRS 115 aims to
clarify the principles for recognising revenue that would remove inconsistencies in
current revenue requirements, and provide a more robust framework for addressing
revenue issues. ISCA published key insights on some application challenges to help
members gain a thorough understanding of the effects of the new standard, which is
a critical first step towards successful implementation.
ISCA sets standards and guidance relating to professional ethics which are issued as
Ethics Pronouncements (EPs). EPs set out high-quality ethical standards, including the
fundamental principles of ethics, for professional accountants. In November, ISCA
issued Implementation Guidance to support the profession in implementing the
requirements in the EPs such as EP 100 Code of Professional Conduct and Ethics, and
EP 200 Anti-Money Laundering and Countering the Financing of Terrorism –
Requirements and Guidelines for Professional Accountants in Singapore.
Members can now stay informed and up-to-date about accountancy news and views
with the new IS Chartered Accountant journal mobile app. Going digital means 24/7
access and extra functionality for journal readers (bookmark links, search, share
interesting stories or save for offline reading); it also reduces the carbon footprint.
You can download it for free from the Apple app store or Google play store.

Former ISCA Council Member and Independent Director Lim Boon Cheng uses the iPad and iPhone for
web-based CPE modules.

ISCA is also committed to helping members with their professional needs. Earlier this
9/11
year, the Institute launched the Quick Guide to CPE to help members with frequently-
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year, the Institute launched the Quick Guide to CPE to help members with frequentlyasked questions on what constitutes Continuing Professional Education for Chartered
Accountants in Singapore. The step-by-step guide paves the way for members to
continue their professional development journey through CPE.
As a regional insurance hub, the Singapore insurance industry is affected by global
and local regulatory developments, including changes in the Risk-based Capital
framework, IFRS 4 and IFRS 9. ISCA sought to understand the key developments and
published its findings in September. Equipped with a comprehensive picture of the
new insurance reporting landscape, members can make the necessary adaption to
enhance their roles as business partners.

SUPPORTING THE SECTOR’S DEVELOPMENT THROUGH SINGAPORE QP
This year marks the fifth intake of the Singapore Qualification Programme (Singapore
QP), which has seen an increase in enrolment from candidates in accounting entities
as well as commercial firms. As Accredited Training Organisations, listed companies
such as Keppel Corporation and Singapore Telecommunications are playing a key role
in grooming and developing a new generation of Chartered Accountants in Singapore.
Not only does the Singapore QP combine training with mentored work experience to
produce accountants who possess the strong ability to analyse and interpret business
problems and develop dynamic solutions, the rigorous approach will help them grow
in their careers. It also offers an opportunity for non-financially-trained personnel to
embark on a finance career when they enrol in the foundation programme.

BUILDING A COMPASSIONATE AND CARING ACCOUNTANCY COMMUNITY

To build a compassionate and caring accountancy community, ISCA has established
ISCA Cares, a charity which seeks to promote strong social conscience and a spirit of
inclusivity in the accountancy community. For the first time, there is a dedicated
channel for accountants to contribute their talents and resources, and to give back
collectively as a profession.
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collectively as a profession.
Mooted in celebration of SG50, which marks Singapore’s 50 years of independence
and growth as a nation, ISCA Cares supports two causes. The Education objective
provides disadvantaged Singapore youths with academic potential access to quality
accountancy education through financial and non-financial assistance, while the
Community objective harnesses the knowledge, skills and expertise of the
accountancy community for community development projects through collaborative
programmes with partners.
As we come to the close of the year, we have moved one step closer to realising our
vision. Moving forward, ISCA will continue to refine its strategies, enhance technical
excellence and forge stronger partnerships that will benefit our members, the
profession and community.
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ISCA Cares
A NEW CHARITY TO CHAMPION GIVING BY THE ACCOUNTANCY PROFESSION
The year 2015 is an exciting one for Singapore as it celebrates 50 years of
independence, and the Institute plans to participate in the nationwide celebrations in
a meaningful and impactful way.
Beyond celebratory activities, ISCA is keen to broaden and deepen the role of the
Singapore accountancy profession as one of the contributors towards Singapore’s
economic development and nation building, in the years ahead. With this in mind,
ISCA has established ISCA Cares, a charity to champion giving by the accountancy
profession.
As the national accountancy body, the Institute would like to provide a platform for
the profession to come together collectively to support worthy and meaningful
causes that give back to society.
ISCA Cares was announced by ISCA Advisor and Minister of State for Manpower Teo
Ser Luck at the Singapore Accountancy Convention Networking Dinner on November
12.

“ISCA has chosen to launch ISCA Cares this year, as part of
SG50, for the profession to further demonstrate its
commitment and contribute towards strengthening the
foundations of society for future generations. The
establishment of ISCA Cares is also in line with the new
Singapore Roadmap for Corporate Giving announced earlier
this year by the National Volunteer and Philanthropy Centre,
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this year by the National Volunteer and Philanthropy Centre,
contributing to the vision of a Corporate Singapore where goodness
is the business of every organisation.”
TEO SER LUCK, ISCA Advisor and Minister of State for Manpower

ABOUT ISCA CARES
ISCA Cares aims to build a compassionate and caring accountancy community that
actively contributes towards the betterment of society. To achieve this, ISCA Cares
seeks to promote a strong social conscience and spirit of inclusivity in the
accountancy community.
ISCA Cares supports two charitable causes:

+
+

Education To provide disadvantaged Singapore youths with academic potential access to quality
accountancy education through financial and non-financial assistance;
Community To harness the knowledge, skills and expertise of the accountancy community, for
community development projects through collaborative programmes with partners.

“With ISCA Cares, we are rallying the accountancy community
to contribute their talents and resources towards serving the
underserved in society. For the first time, there is a dedicated
channel for accountants to give back collectively as a
profession and contribute towards building a more inclusive
society.”
LEE FOOK CHIEW, CEO, ISCA

ISCA CARES EDUCATION PROGRAMME
Subsidies for tuition fees and basic living expenses
Singapore’s founding Prime Minister Lee Kuan Yew had always believed that our
people are Singapore’s best asset. Hence, he placed special emphasis on education.
He once shared, “In the long run, it is the quality of our youths that will determine our
future. And we have to invest in them more than any other sector.”[1]
Taking a leaf from the late Mr Lee, the ISCA Cares Education programme would be the
immediate focus of the charity. Targeted to start in 2016, the programme provides
disadvantaged Singapore youths with access to a quality education in accountancy.
To fund this, ISCA Cares aims to raise S$1 million in its first year of establishment.
Disadvantaged youths face challenges in securing a quality tertiary education if their
basic needs are not met. Currently, there are government financial assistance
schemes available to help needy students in Singapore. ISCA Cares aims to
complement these existing schemes by subsidising the tuition fees and basic living
expenses of Singapore Citizens and Permanent Residents who have been admitted to
or are pursuing accountancy diplomas and degree courses in the local polytechnics
and universities.
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ISCA Cares is designed as a Singaporean-first programme in line with Prime Minister
Lee Hsien Loong’s belief that a solid Singapore core is important and critical for the
country’s success.
Internship and mentorship opportunities
Beneficiaries will also enjoy the internship and mentorship opportunities provided by
corporate and individual donors under the programme. The internships will enable
beneficiaries to build relevant work skills and experience which will help to enhance
their employability. Mentorship opportunities will be offered by ISCA members who
will share their expertise and experience and serve as role models for these youths.
Lee Fook Chiew, Chief Executive Officer, ISCA, said, “With ISCA Cares, we are rallying
the accountancy community to contribute their talents and resources towards serving
the underserved in society. For the first time, there is a dedicated channel for
accountants to give back collectively as a profession and contribute towards building
a more inclusive society.”

YOUR SUPPORT IS IMPORTANT TO OUR NEXT GENERATION
As the adage goes, unity is strength. Crucial to the success of the charity is the firm
support of our members and the wider accountancy and business community in
Singapore. To kickstart the Education programme under ISCA Cares, ISCA will
contribute an initial seed fund of about S$100,000. The Community programme will
begin in 2018.
The launch of ISCA Cares is just a start. As we celebrate as one people this SG50, the
Institute encourages our members, the profession and also the wider public to
support the charity.
For information on how to make a donation, please visit ISCA.
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ISCA Cares

The late former PM Lee Kuan Yew’s address on the eve of National Day, 1967
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Think about Tax as You Innovate

BY

FELIX WONG

UNDERSTAND THE ESSENTIALS OF R&D AND IP TAX PLANNING
A company conducts Research and Development (R&D) to create a new product and
improve existing products. After a successful R&D project, the company seeks to
protect the Intellectual Property (IP) created and thereafter, sets out to commercialise
its IP. This typical scenario may appear straightforward, but is it really? Unknown to
some, each corporate decision at every juncture – from the choice of R&D location to
the IP structure – could lead to a different tax consequence.
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A myriad of tax incentives are offered by various countries. Some incentives are
volume-based where the tax credits depend on the amount of R&D expenditure,
while others are based on incremental R&D spending over a base figure. There are
also countries that require R&D activities to be performed locally to qualify for R&D
tax incentives, and yet others that do not have such a requirement.

Accredited Tax Advisor (Income Tax) Tan Ching Ne, Partner at PwC Singapore

To cut through layers of complexity, the Singapore Institute of Accredited Tax
Professionals organised a Tax Excellence Decoded session facilitated by Accredited
Tax Advisor (Income Tax) Tan Ching Ne, Partner at PwC Singapore. At the fullysubscribed session, Ms Tan discussed the essentials of R&D and IP tax planning, and
shared her practical experiences of R&D tax claims in Singapore.

RESEARCH AND DEVELOPMENT
R&D Incentives
In Singapore, R&D tax measures were first introduced in 2008 and effective from year
of assessment (YA) 2009. The tax deduction of qualifying R&D expenditure was
further enhanced with the Productivity and Innovation Credit (PIC) Scheme from YA
2011 and available through YA 2018.
Many countries provide R&D incentives to encourage businesses to innovate and
carry out high-value R&D activities, which in turn create economic spinoffs. Such R&D
incentives can largely be grouped into two categories.
The first category is R&D Credit which can be found in jurisdictions such as Australia,
Japan, Korea and the United States. An R&D Credit is essentially a direct tax offset for
eligible R&D activities. Australia, for example, provides a 45% refundable tax offset
for eligible entities with an aggregated turnover of less than A$20 million per annum,
or a 40% non-refundable tax offset for all other eligible entities.
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or a 40% non-refundable tax offset for all other eligible entities.

As businesses innovate, it is useful to think through the possible tax
consequences of R&D activities and IP.

The second category is R&D Super Deduction. Unlike R&D Credit which is a direct tax
offset, R&D Super Deduction refers to an additional tax deduction given on eligible
R&D expenses over and above the base tax deduction. Notable jurisdictions providing
R&D Super Deduction include China, India and Singapore.
If a Singapore company carries out qualifying R&D activities in Singapore, it may claim
400% tax deduction for the first S$400,000 of staff costs and consumables and 150%
tax deduction for staff costs and consumables in excess of S$400,000. A 100% tax
deduction will be given for the remaining R&D expenditure (other than staff costs and
consumables).
If the Singapore company carries out qualifying R&D activities overseas, it may still
claim 400% tax deduction for the first S$400,000 of staff costs and consumables and
100% tax deduction for the remaining R&D expenditure provided the R&D is related
to its existing trade or business. Otherwise, no claim is allowed.
R&D Tax Claims in Singapore
Prior to YA 2009, businesses could only claim a base tax deduction of 100% on R&D
expenditure in Singapore. This changed in YA 2009, when companies were allowed to
claim an additional enhanced tax deduction of 50% on the R&D expenditure. From
YAs 2011 to 2018, businesses could enjoy a further enhanced tax deduction of 250%
on qualifying R&D expenditure under the PIC Scheme (subject to conditions).
Singapore taxpayers should be mindful that detailed documentation is required by
the Inland Revenue Authority of Singapore (IRAS) in justifying their R&D tax claims.
IRAS has set up a Technical Advisory Panel (the Panel) to assist its officers in
assessing the applications for R&D tax incentives. Currently, the request for the
Panel’s review could be initiated by IRAS. Upon request, the Panel will review the
company’s R&D claim and provide an independent view to IRAS. IRAS will make the
final decision based on the technical advice from the Panel.
A common mistake Singapore taxpayers make is to indicate the business objective as
the technical objective in their R&D tax claim. To illustrate, a home appliance
company wants to increase its oven sales by 20% and believes that the sales target
can be achieved by having a new oven which halves the cooking time. Here, the
company’s business objective is to increase oven sales by 20% while its technical
objective is to produce an oven that can halve the cooking time.

Singapore taxpayers should be mindful that detailed documentation is
http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2352
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required by the Inland Revenue Authority of Singapore in justifying
their R&D tax claims.

Another area of note is the start date of a qualifying R&D project. An R&D project
starts when the technical objective of the project is identified, and the expenditure
incurred from the start date would then be eligible for claim.

INTELLECTUAL PROPERTY
IP-Box
An IP-Box (also called Patent-Box or Innovation-Box) is an incentive regime that
lowers the effective tax rate on income derived from prescribed IP. Korea, for
example, has a headline tax rate of 24.5% but its effective tax rate for qualifying IP
income, in this case royalties, ranges from only 7.5% to 16.5%. Other jurisdictions
with an IP-Box regime include Switzerland and the United Kingdom.
It is noteworthy that there are changes in the horizon against the backdrop of the
Organisation for Economic Cooperation and Development (OECD)’s Base Erosion and
Profit Shifting (BEPS) project. For example, United Kingdom has announced changes
to its IP-Box regime.
IP Planning
It is important for businesses to consider the following when deciding where to
create, own and commercialise their IP:
Policy on IP ownership
To start off, companies need to establish if they will be acquiring IP or if they will be
creating their own IP. Only after the policies are established will companies then be
able to consider a suitable country for their R&D activities.
Alignment of IP ownership and R&D expenses
Next, companies should ensure that IP ownership and R&D expenses are aligned to
the same entity. For example, if a Singapore entity owns the IP but the R&D activities
carried out to create the IP are performed by a related entity, the Singapore entity
should be paying for the R&D activities performed.
Maximising reliefs and incentives
Businesses should also review the reliefs and incentives offered by the various
countries to optimise benefits based on their specific needs.
Implementation of a robust transfer pricing policy
Finally, businesses need to ensure that transfer pricing policies mirror the substance
and intent of their organisations. The functions, risks and assets employed by the
respective entity must be clearly defined.
IP Structures
http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2352
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Different IP structures are adopted by businesses depending on their specific needs.
For example, a Parent Company that originally created IP may transfer this IP to
another company to own and manage the IP (IP Company). The IP Company could in
turn license the rights to regional hub companies to manufacture and sell the
products. To substantiate such IP structures, robust transfer pricing policy and
documentation cannot be further emphasised.
Innovation is the name of the game in this knowledge economy. As businesses
innovate, it is useful to think through the possible tax consequences of R&D activities
and IP.

Felix Wong is Tax Manager, SIATP. This article is based on SIATP’s Tax Excellence
Decoded session facilitated by Accredited Tax Advisor (Income Tax) Tan Ching Ne,
Partner at PwC Singapore. For more tax insights, please visit SIATP.
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How the Volkswagen Scandal could Affect
Insurers
BY

STRATEGICRISK

D&O AND PRODUCT RECALL IN THE SPOTLIGHT
The Volkswagen emissions scandal has taken the world by storm. The world’s biggest
car maker is accused of installing software to diesel vehicles sold in the US since 2009
that cheats emissions tests by falsely reporting lower figures.
In the space of just a few days, Volkswagen has been hit by falling share prices, classaction lawsuits, recall issues, US Department of Justice criminal investigations, the
threat of billion-dollar fines, and the resignation of its chief executive Martin
Winterkorn.
If it is proven that Volkswagen tampered with cars it sold in countries outside the US
– and if the problem also involves other car manufacturers, as some alleged – then
the problem will get even bigger.
http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2357
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“Regulatory fines in the US alone are expected to be in the tens of
billions, although it is likely that Volkswagen will negotiate something
lower.”

With the furore around the company growing, the likely insurance impact is
significant, mainly in the area of directors’ and officers’ liability insurance (D&O), and
also in product recall. Of course, much of the D&O impact will depend on the scale of
the problem, and whether it spreads beyond the US.
Sedgwick Law partner Jennifer Broda observed that even the fines facing the
company in the US are massive. “Regulatory fines in the US alone are expected to be
in the tens of billions, although it is likely that Volkswagen will negotiate something
lower,” she said. “Additionally, expect to see securities class-action lawsuits brought
against the company, as well as derivative lawsuits.”
DAC Beachcroft Global Insurance Group partner William Allison said that a classaction lawsuit has already been brought against Volkswagen in the US.
Broda noted that class-action lawsuits have also been brought successfully in areas
such as the Netherlands and Canada. “As such, if Volkswagen is facing multiple
securities class actions, the costs in defending and eventually settling these actions
will be substantial, especially given how the company’s stock price has declined over
the past couple of days,” she added. “Volkswagen’s D&O insurers should be ready for
these claims.”
Another factor in the D&O future of the Volkswagen case may be the very public
apologies made by its senior staff and the swift resignation of its chief executive.
“Millions of people all over the world trust our brands, our cars and our technology,”
Winterkorn said in a statement on the issue. “I am deeply sorry that we have broken
this trust. I would like to make a formal apology to our customers, to the authorities
and to the general public for this misconduct.”
Volkswagen Group of America chief executive Michael Horn was pithier. Speaking at
the launch of Volkswagen’s new Passat car model, he said, “Our company was
dishonest, with the EPA and the California Air Resources board, and with all of you
and in my German words, we have totally screwed up.”
Allison noted that this sort of apology could constitute admissions under the terms of
insurance policies and invalidate cover available. Broda also thinks that D&O
coverage could be an issue, but that much hinges on how much senior Volkswagen
executives knew of the scandal. “Even if they didn’t, you can expect derivative actions
will allege that the board was negligent in not knowing,” she said.
But aside from this, Clyde & Co partner Ian Plumley said that the public apologies
could serve a wider function in limiting Volkswagen’s losses. “The brand is the real
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could serve a wider function in limiting Volkswagen’s losses. “The brand is the real
value in the business,” he said, “so it serves to stop the drop in share price. The key is
keeping consumer confidence and getting business back to normal, but it won’t
happen overnight.” The greater the fall in Volkswagen’s share price, the greater the
potential claims by investors, he added. “If you stabilise that, then it heads off that
potentially greater exposure.”
Moving away from D&O, product recall claims are another issue facing insurers. The
car maker has already been told to recall around 500,000 US vehicles by the Obama
administration.
But Volkswagen has since admitted that the emissions-testing issue affects up to 11
million vehicles worldwide. The car maker has set aside US$7.3 billion to cover the
cost of recalls and other damage limitation.

If other car makers have rigged their diesel engines in the same way,
then the issue becomes even more significant for insurers.

Insurers could be affected by these recalls, but Volkswagen may have trouble
recovering these exposures from insurers, noted DAC Beachcroft’s Allison. “There
could also be product recall claims for all of the affected vehicles,” he said. “So they
are pretty wide-ranging, the sort of claims that can be brought against VW and its
directors and officers.”
The total cost of the Volkswagen emissions scandal, and how much it affects insurers,
is still unclear. But the total cost could top that of LIBOR rigging if it is proven that
Volkswagen sold its doctored cars in non-US countries. “It doesn’t seem that it will be
limited to the US,” said Allison. “I think if it is proven that the issue is bigger than just
the US, then the cost will be more than LIBOR,” he added.
Another question is whether other car manufacturers have used similar techniques to
Volkswagen. Some industry figures believe this might have happened already.
According to The Guardian, UK think tank Transport & Environment head of clean
vehicles Greg Archer said, “There has been a lot of anecdotal evidence about car
makers using these defeat devices.”
“If VW is doing it, how many others are?” asked Allison. If other car makers have
rigged their diesel engines in the same way, then the issue becomes even more
significant for insurers. The emissions-rigging issue could also affect the future of
insuring all car makers, noted Broda.
“Generally, you don’t see a ton of securities and derivative claims brought against the
industry as a whole, the way you do with other industries, for instance, the financial
industry,” she said. “So this could have some long-term effects on insuring boards of
auto makers in the future.”
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auto makers in the future.”

This article has been reproduced with the permission of StrategicRISK, the leading
risk management publication in Asia and Europe, where it was first published.
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The Spirit of Accounting

BY

PAUL B.W. MILLER AND PAUL R. BAHNSON

CHANGING TIMELINESS FROM A BLACK MARK TO A HALLMARK
We think it’s time to confront and fix the lack of timeliness in financial reporting. This
black mark has existed for ages but no one dared to do anything about it as long as
statement preparers and auditors dominated standard-setting.
WHAT IS TIMELINESS?
Consider these definitions:
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Consider these definitions:

+
+

Timeliness (noun): the quality or state of occurring or being done at a favourable, opportune, or
appropriate and relevant time (Oxford English Dictionary)
Timeliness (qualitative characteristic): having information available to decision-makers in time to
be capable of influencing their decisions; generally, the older the information is, the less useful it is
(Statement of Financial Accounting Concepts 8, par. QC29)

Although FASB’s definition reflects the OED concept by focusing on getting reports
into users’ hands before they make decisions, it goes beyond by acknowledging that
information has a “shelf life” because its usefulness declines as time passes.
We suggest this shelf life is shaped by users’ demands for fresh data, which is driven
in turn by how frequently they make decisions. If we’re right, financial reports have
an incredibly short shelf life because their users make decisions in the context of
capital markets that rapidly respond to information from many diverse sources.
Since market participants collectively make literally millions of decisions every day,
they have a huge demand for information about today and a rapidly declining
demand for information about yesterday, last week, or last month, and certainly no
demand for years-old facts. They need to know what’s true now, not what used to be
true (or maybe never was true). We’re sure the obsession with analysts’ forecasts of
the next period’s earnings proves that investors demand the most recent intelligence.
This exploding demand for timeliness means that everyone should stop and assess
the current situation in financial reporting. We suggest they consider the following
four points.

1) UNTIMELY REPORTING FREQUENCY
After the 1929 crash, the NYSE required its listed companies to start providing
unaudited quarterly reports. We note that the grossly primitive information
technology of 85 years ago was able to support this frequency.
Three decades later, the SEC required public companies to file quarterly unaudited
reports. Even though computers were growing more powerful and prevalent, the
Commission didn’t shorten the existing reporting interval by even one day.
Jumping from then to today, we wonder whether we’re the only people who see a
gaping gulf between the reporting frequency supplied by the accounting and
management professions and what the markets demand. After all, information
processing and distribution technologies have improved literally a million-fold over
the last 50 years!
What’s going through everyone else’s minds about timeliness? Apparently not much.
Instead, we believe regulators, auditors and managers are profoundly oblivious to the
markets’ exploding demand for more timely information.
As we see it, the reporting interval desperately needs to be shortened and we have
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As we see it, the reporting interval desperately needs to be shortened and we have
no patience with anyone who says once a quarter is still good enough. They just don’t
comprehend the consequences of their indifference.
Many will thoughtlessly assert that greater frequency would lead to more volatile
stock prices, which is poppycock because volatility is the result of the markets’
uncertainty. Instead, more frequent reporting of useful information will reduce
volatility, not increase it.
We also give no credence to complaints about preparation costs. As we explain
momentarily, the complainers have not fully assessed the status quo’s detrimental
effects on users’ costs and the cost of capital for reporting companies.
Bottom line, there is no valid argument for retaining quarterly reporting. Because
that frequency doesn’t deliver timely information. It must be greatly increased. Now.

2) UNTIMELY REPORT CONTENTS
If you’re an early riser, you’d consider your newspaper’s 5 am arrival to be timely. But
if it reported 10-day old news, you’d find its contents to be completely untimely and
useless.
Or, what if a news channel reported an aggregation of outdated and new facts
intermingled with made-up stories and biased predictions? Surely it would fail to
build an audience because everyone would find this hodgepodge to be out of touch
with reality.
Now, keep these examples in mind as you contemplate the contents of GAAP financial
statements. An honest appraisal shows they report this mélange of outdated and
other dubious items posing as if it’s information:

+
+
+

Historical costs are mixed with book values based on unverifiable allocations;
Amounts reported for receivables and payables are present values found by applying original
discount rates to past predictions of future cash flows;
Bizarrely, assets must be written down when their current market values are less than their costbased book values but are never written up.

In fact, most everything in today’s financial reports consists of untimely and
otherwise useless information. Just whose demands are served by reporting this
ghastly GAAP gobbledygook?
Now consider this point: If we accountants receive higher-than-average compensation
delivering this mess to the markets, how much more could we earn by actually
meeting their demand for timely and useful information?
Surely it’s time to report observed market values and abandon measures based on
past events, assumptions, allocations, and predictions. Doing so will increase
timeliness and enhance usefulness.
Again, there’s no legitimate controversy here. Everyone should embrace these
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Again, there’s no legitimate controversy here. Everyone should embrace these
economic truths and run, not walk, to be among the first to report genuinely timely
information.

3) UNTIMELY STANDARD-SETTING
Undergirding our thoughts is the incontrovertible fact that the demand for more
timely financial information is both huge and unserved by GAAP. Ironically, though,
the standard-setting process isn’t creating timely changes in practice.
Why do FASB, IASB, and the SEC act as if they don’t realise their purpose is to help
accountants and managers supply more useful reports? To get to the point, why do
they take forever to do what needs doing right away?
Here’s an easy example. As soon as SFAS 13 on lease accounting was issued in 1976
to fix flaws in the APB’s opinions, everybody knew it was deficient because its
loopholes allowed devious managers, accountants, and auditors to create off-balance
sheet financing. Over several decades, FASB fruitlessly issued a plethora of standards
patching those holes. When Enron collapsed in 2001, Congress grilled accountants
about OBSF and instructed the SEC in Sarbanes-Oxley to prepare a report on that
topic. When it was delivered in 2003, it estimated a stunning US$1.25 trillion of
unreported lease debt.
Alas, instead of acting promptly, FASB waited two years to start and then joined itself
at the hip with the IASB to develop a joint standard. After 10 more years and two
exposure drafts (with the second one now over two years old), it finally seems
possible that 2015 will see a new standard that addresses (but doesn’t eliminate) the
scourge that’s diminished GAAP-based statements’ credibility since the middle of the
20th century. It’s not just leases either. Reform is also needed for cash flows,
pensions, depreciation, inventory, income taxes, etc, ad infinitum.
Why has FASB been so slow? Before Sarbanes, it couldn’t rock the political boat
because it depended on managers for funding. Even though that law empowers the
board to be financially independent through an accounting support fee, FASB waited
only 50 days after its enactment to sign the Norwalk Agreement and committed to
reaching consensus with the IASB that is still funded through corporate “donations”.
In summary, the obviously pressing need for timely reforms means that FASB’s old,
prolonged process is not necessary, acceptable or defensible.
Here’s a simple recommendation. As an institution, the board must realise its fiscal
chains are off and get busy creating a great many improvements.

4) TIMELY RESTATEMENTS
Our fourth point asserts that all new standards must be applied retroactively when
companies report comparative prior years’ results originally prepared under old
standards. Doing so is essential for providing users with timely data points for
revising their trend lines. It would also end the sticky ethics dilemma created by
http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2360
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For example, SFAS 141 was good because it eliminated pooling of interest accounting,
but it was bad because it applied only to new combinations that occurred after 30
June 2001. As a result, the decayed remains of old poolings were left on many
companies’ statements, and many are surely still there to this day.
Of course, it would be disastrous if the new leasing standard failed to require lessees
to recognise all pre-existing off-balance sheet liabilities.
Of course, retroactive restatements create preparation costs. However, not incurring
them (one time) imposes vastly greater costs on multitudes of users for years and
years as each of them must try to discern useful facts.
Of course, their efforts and uncertainty create demand for higher returns to cover
their costs and remaining risk. Because the reporting companies incur higher capital
costs, retroactively restating is actually the much less expensive option.
As we see it, no one should trust any cost-benefit analysis of compliance costs that
fails to consider users’ costs and preparers’ benefits.

IT’S PAST TIME
Our analysis shows that (1) financial reports don’t arrive often enough, (2) their
contents are out of date when they arrive, (3) the process for fixing those problems
takes forever, and (4) new standards don’t fix past financial statements when they’re
re-published in comparative presentations.
It’s as if everybody involved from the accounting side thinks the markets have all the
time in the world and don’t mind waiting for new information. Of course, they’re
worse than totally wrong.
It’s obviously way past time to make timeliness the hallmark of the financial reporting
system instead of an enormous black mark.

Paul B.W. Miller (PhD, CPA) is Emeritus Professor at the University of Colorado at
Colorado Springs and Paul R. Bahnson (PhD, CPA) is Professor at Boise State
University. This article is reprinted with permission from the October 2015 issue of
Accounting Today. The authors’ views are not necessarily those of their institutions or
Accounting Today.
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BY

MIAO BIN AND ZHU ZINAN

DO INVESTORS FIND IT USEFUL?
Quarterly reporting has been a hotly-debated topic in the local business community
since it was mandated in 2003 for all Singapore Exchange (SGX)-listed companies with
market capitalisation of more than S$75 million. More than 10 years on, the debate
over its usefulness to investors and the soundness of the mandatory requirement still
shows no sign of abating. For example, at a Singapore Institute of Directors’
Conference in September 2014, an opinion poll was conducted among the 650
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Conference in September 2014, an opinion poll was conducted among the 650
corporate leaders, directors and professors attending the conference, posing the
question as to whether quarterly reporting should be abolished in Singapore. The
result was overwhelmingly in favour of the abolishment.
This opinion resonates with the recent development in the European Union, which
passed a directive in 2013 to abolish mandatory quarterly reporting in 2015.
However, the world’s two largest economies, United States and China, have stood
firm in their requirement of quarterly reporting for listed companies. Such divergent
approaches suggest the merits of quarterly reporting must be evaluated
independently in each country, because the vast difference in law, accounting and
auditing practice, corporate governance and investor composition makes it difficult to
solely rely on other countries’ findings to make policy decisions.

… divergent approaches suggest the merits of quarterly reporting must
be evaluated independently in each country, because the vast
difference in law, accounting and auditing practice, corporate
governance and investor composition makes it difficult to solely rely on
other countries’ findings to make policy decisions.

COSTS AND BENEFITS
In the view of the opponents, the main concerns with mandatory quarterly reporting
are companies’ significant financial burden of compliance and managers’ myopic
behaviour in response to the price pressure caused by the short-term financial
results. Such myopic behaviour includes under-investment, sub-optimal risk taking,
and earnings management, all of which are clearly detrimental to shareholder value.
On the other hand, there are also compelling arguments supporting quarterly
reporting. From the investors’ perspective, quarterly reporting is generally considered
as desirable because it brings more timely updates about the company’s operating
and financial performance to the market, which increases the relevance of accounting
information in the investment decision-making process. Retail investors should
particularly welcome the regulation to mandate quarterly reporting because it will
also help to level the playing field by reducing the information gap between retail and
institutional investors.
An important caveat to note, however, is that the accounting information in quarterly
reports usually contains more noise than annual reports, especially when quarterly
reports are prepared on the “discrete basis”. The noise could arise from many areas,
such as estimation errors in accounting accruals and arbitrarily allocated period
costs. In addition, the reliability problem is aggravated by the fact that quarterly
reports in Singapore are not required to be audited or reviewed by independent
auditors, which leaves them prone to unintentional accounting errors and intentional
manipulations. These issues will reduce the usefulness of quarterly reporting,
http://journal.isca.org.sg/#!edition/editions_dec2015/article/page-2363
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EVALUATING THE USEFULNESS
Quantity and quality of information are both important considerations for the choice
of optimal financial reporting frequency. It can be seen from our discussion above
that quarterly reporting provides more timely information to investors, which is
useful for them to assess the fundamental value of the company. On the other hand,
quarterly accounting information usually contains larger amounts of measurement
error, which likely reduces its usefulness. The net outcome of this trade-off between
higher relevance and lower reliability of information therefore becomes an empirical
question, which can only be answered by studying real investors’ reaction to quarter
reporting.
Like other free markets, the stock market is a place where willing buyers of a
company’s shares meet willing sellers. For an individual investor who finds the newlyreleased quarterly report useful in forming his investment decision, he will react to
the reports by quickly submitting buy or sell orders to the market, depending on his
own interpretation of the new information as good news or bad news. Similarly, if
sufficiently large numbers of investors find the quarterly reporting information
useful, significant increases in trading activities in the stock market will be observed
during the short window surrounding the release of quarterly reports.
Volatile price changes and spikes in trading volume are two reliable indicators of
market reaction to new information, and therefore will be the focus of our empirical
analysis of quarterly reporting in Singapore.

MARKET REACTION IN SINGAPORE
Our analysis is based on a comprehensive sample of over 9,900 quarterly reports that
were released by SGX-listed companies from Q1 2007 to Q3 2015, with an average of
380 companies covered in each quarter.
Figures 1 and 2 plot the average daily return volatility and trading volume[1],
respectively, over an 81-day window centred on the release day of the quarterly
reports. It is apparent from both charts that there is a sudden and significant
increase in trading activity immediately after the quarterly reports are released,
indicating strong market reaction to these reports.
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To gauge the magnitude of this reaction and compare it across companies or time
periods, we calculate a measure of the “abnormal” return volatility for each quarterly
report release by subtracting the average daily return volatility during the “non-event”
window from the return volatility during the “event” window, where the event window
includes the day of release and the day after, and the non-event window includes the
40 days before and 39 days after the event window. The abnormal trading volume is
calculated similarly.
As shown in Figure 3, the abnormal trading activity remains positive throughout the
entire nine years covered by our sample. While fluctuations are observed from year
to year, there is no obvious trend of increasing or decreasing market reactions to
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to year, there is no obvious trend of increasing or decreasing market reactions to
quarterly reporting over this period.

Figure 4 compares the market reaction by fiscal quarter, and contrasts the quarterly
reports with annual reports. We can see that annual reports tend to generate much
stronger market reactions than quarterly reports, reflecting its richer information
content and more reliable accounting numbers through assurance by independent
auditors. Among the quarterly reports, Q2 seems to get more investors’ attention
than Q1 and Q3, albeit only by a small margin. When partitioned by market
capitalisation, the results in Figure 5 suggest that investors find the quarterly reports
of small and medium-sized companies to be more useful than large companies. This
is not unexpected, because in contrast to large companies which enjoy wide media
coverage and analyst following, small companies have a much poorer information
environment and as a result, quarterly reporting becomes the major channel of
communication between the company management and investors.
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Building on these encouraging signs of quarterly reports containing useful
information for investors, we next examine the direction of share price movements to
better understand the quality of the reported quarterly earnings. This is because
share price changes reflect the majority opinion among investors. If most investors
view quarterly earnings as reliable measures of a company’s performance during the
reporting period, we should observe that share prices tend to rise following increases
in reported quarterly earnings, and fall in response to drops in quarterly earnings.
Inversely, if investors find quarterly earnings to be contaminated by errors and do
not accurately reflect the “true” profit or loss, we will likely find that the share price
does not move, or moves in a way that is unrelated to reported earnings.
As shown in Figures 6 and 7, the share price reacts positively to an increase, and
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As shown in Figures 6 and 7, the share price reacts positively to an increase, and
negatively to a decrease, in quarterly earnings. These findings, together with those
reported in Figures 1 to 5, provide strong evidence that investors in Singapore find
quarterly reporting to be useful in forming their investment decisions.

CONCLUDING REMARKS
Sound market policy should be based on rigorous economic analysis of costs and
benefits, and the case on mandatory quarterly reporting is no exception. While in this
study, we find strong support for the usefulness of quarterly reporting as perceived
by investors – a key benefit – the costs of mandating quarterly reporting for all
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by investors – a key benefit – the costs of mandating quarterly reporting for all
companies still need to be carefully analysed before robust conclusions can be
reached. Future empirical research in this area will therefore be valuable to investors,
company managers, and regulators.

Miao Bin and Zhu Zinan are both Assistant Professors of Accounting, NUS Business
School, National University of Singapore.
[1]

Daily return volatility is measured by the absolute value of stock return; trading
volume is log-transformed.
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ISCA COMMENTS ON IASB ED ON EFFECTIVE DATE OF AMENDMENTS TO IFRS
10 AND IAS 28
ISCA agrees that there are practical application issues relating to the amendments to
IFRS 10 and IAS 28 (the Amendments), and hence does not object to the deferment of
the effective date until those issues are addressed as part of the IASB’s research
project on equity accounting. In addition, we brought to IASB’s attention a significant
conceptual flaw in paragraph B99A and example 17(b) of the Amendments.
We strongly recommend that IASB rectifies the flaw now through a narrow scope
amendment without waiting for the research project on equity accounting, since
earlier application of the Amendment is permitted.

IASB TO CONSULT ON AMENDMENTS TO INSURANCE CONTRACTS
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IASB TO CONSULT ON AMENDMENTS TO INSURANCE CONTRACTS
STANDARD
IASB has confirmed that it will consult on a package of temporary measures to
address concerns about issues arising from implementing the financial instruments
Standard before the new insurance contracts Standard comes into effect.
The insurance contracts Standard is currently being deliberated by the IASB and a
final Standard is expected to be issued in 2016.

ISCA COMMENTS ON IAASB ED ON PROPOSED ISA 810 (REVISED)
ISCA supports the IAASB’s approach to only make limited and conforming changes to
ISA 810 which deals with engagements to report on summary financial statements.
ISCA also agrees with the proposed amendments to the Standard and the proposed
effective date.

ACRA ISSUES INAUGURAL REPORT ON KEY FINDINGS ON FY 2013 FINANCIAL
STATEMENTS
To ensure financial reporting remains reliable and of high quality, ACRA issued its
inaugural report on key findings on financial statements reviewed under its Financial
Reporting Surveillance Programme. The outcome revealed that the state of financial
reporting by Singapore-incorporated listed companies is generally healthy. However,
there is still room for improvement as a number of instances of non-compliance with
the Accounting Standards were identified.

AUDIT FIRMS URGED TO FURTHER IMPROVE QUALITY OF THEIR AUDITS
The annual report by ACRA’s Practice Monitoring Programme which conducts
inspections on audit firms in Singapore noted an overall general improvement in the
audits of listed companies. Larger audit firms were found to have placed a greater
emphasis on audit quality and had greater involvement of audit partners in the audit
process. However, some smaller audit firms auditing non-listed companies were
found to have recurring audit deficiencies in areas such as revenue recognition, fair
value measurements and construction contracts.
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TECHNICAL EXCELLENCE
PROJECT AND INVESTMENT APPRAISALS

Accountants to Adopt a Business Mindset

BY

STATHIS GOULD

PROFESSIONAL JUDGEMENT REQUIRED FOR PROJECT AND INVESTMENT
APPRAISALS
In today’s world, it is no longer sufficient for investment decisions to be appraised on
financial criteria alone. To ensure that projects and capital investments support the
creation of value over time, decisions need a blend of supporting data and analysis
covering economic, environmental, and social (often referred to as sustainability)
considerations. A wide set of complex opportunities and threats potentially impact
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considerations. A wide set of complex opportunities and threats potentially impact
the success of an investment and the achievement of objectives.
Many professional accountants are directly involved in project and investment
appraisal in their organisations and should be thinking about how they can
encourage better decision-making, ways to manage uncertainty, and complexity in
the decision process. Their professional judgement will be critical in facilitating a
rigorous decision process.

Ultimately, professional accountants are expected to adopt a business
mindset without sacrificing the objectivity and scepticism required to
challenge potentially imprudent managerial decisions. This is a
significant part of the value-add of a professional accountant.

The good news is that there is guidance to help accountants improve project and
investment appraisals.
The Prince’s Accounting for Sustainability Project (A4S) Chief Financial Officer (CFO)
Leadership Network has published four guides to help the finance and accounting
community address the practical issues of integrating sustainability into their
business processes and decisions.
The guides were developed by the A4S CFO Leadership Network and their teams
(comprising senior finance, risk, internal audit, investor relations, and sustainability
professionals), A4S, and other specialists. Each guide is supported by case studies
from Network members that demonstrate practical applications of the approaches
and techniques set out in the guides.
One of these guides, CAPEX: A Practical Guide to Embedding Sustainability into
Capital Investment Appraisal, complements IFAC’s earlier Project and Investment
Appraisal for Sustainable Value Creation.
The new guide from the CFO Leadership Network provides useful practical guidance
with examples covering:

+
+
+
+
+

Why consider sustainability in capital investment decisions;
Who to involve and governance: establishing accountability, and capabilities;
What to assess: identifying and prioritising sustainability issues to consider;
How to assess: methods for appraising sustainability;
How to decide:

+
+
+

Setting decision-making criteria; and
Choosing between investment options;
Stages of the journey: assessing where you are on your journey.
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During all these steps, accountants will need to apply professional judgement to
many subjective factors that can affect the outcome of a decision-making process. As
is set out in IFAC’s guidance, all assumptions used in evaluating proposed investment
projects should be supported by reasoned judgement, particularly where factors are
difficult to predict and estimate. Some key areas in which professional judgement is
critical include:

+

Understanding and incorporating sustainability issues: professional judgement can be supported
by stakeholder and/or expert opinion.“Analysing Sustainability Impacts” shows stakeholder
engagement and input can help ensure that a full range of sustainability issues are identified and
understood, and related potential costs and benefits included in decision-making. The stakeholder
engagement process will also help estimate costs and benefits.

+

Cash flow estimates require professional judgement. Professional judgement is applied by probing
behind cash flow estimates to understand both the nature of a return on investment, and the
source of value over the opportunity cost of capital. Professional judgement is particularly needed
where environmental and social aspects can be particularly difficult to quantify. Monetisation is
more straightforward for areas that are tangible and have a market price or regulatory cost. Many
sustainability issues have an indirect financial impact on an organisation, leading to a change in
the value of its “intangible assets”, such as corporate reputation, employee engagement, or
licence-to-operate. Quantifying this “intangible” value involves more complex techniques and
generally requires reaching out to other experts. In some cases, indirect financial impacts can be
valued using a proxy measure. For example, the value at risk from poor employee engagement
could be linked to unplanned absenteeism, which can in turn be monetised in terms of the costs
for temporary cover, overtime, or the loss of productivity.

+

Professional judgement is required where accurate valuations would be overly costly or difficult to
undertake. In some instances, there will be high costs associated with data collection as well as
practical issues of inconsistent and incomplete data. Testing the assumptions and estimations,
potential consequences of errors, and doing more analysis on the key items are important parts of
project evaluation. These aspects should be exposed to decision-makers and not concealed.

+

The characteristics of good information include accuracy, relevancy, reliability, consistency,
completeness, and timeliness. All of these can be important in project and investment appraisal,
but usually, not all can be included in decision-making. Therefore, accountants will be faced with
deciding which of these characteristics could be the most important, given a specific context, and
judging the trade-offs between characteristics. One of the more difficult issues to deal with is bias,
typically optimism bias, affecting information flows. Professional accountants will often also need
to respond to the rush-to-solve bias where decision-makers are eager to make a decision without
fully considering all available information.

+

The choice of cost of capital becomes more critical to a valuation decision the longer the time
period over which the cash flows occur. A criticism of discounting is that it places lower
importance on the needs of future generations and, therefore, has implications for intergenerational equity. Furthermore, traditional financial analyses may not always reflect the longterm value created, particularly if the assessment period is short. If the period of the financial
analysis covers only the near term, then sustainability projects that deliver stronger returns in the
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long term may be disadvantaged when compared to faster payback projects with shorter
lifespans. Adjusting the assessment period might be necessary, particularly where significant
residual ecological impacts can cause reputational damage or become subject to regulation. In
some industries, it might be necessary to include, as part of the evaluation, details of activities that
will deal with negative ecological impacts.

+

Organisations considering an investment with high specific risks often use a high investment
hurdle rate rather than the organisation’s discount rate, therefore departing from a lower cost of
capital. Alternatively, some organisations might apply lower hurdle rates for investments in
projects with wider sustainability benefits to reflect a lower risk profile or to account for intangible
benefits that have not been possible to quantify. As there is no theoretical basis for setting a high
or low hurdle rate to compensate for specific risk or opportunity, professional judgement can be
supported in various ways. For example, by calculating the probability-weighted expected value of
cash flows of an investment. This could be achieved by developing several scenarios and assigning
them probabilities of realisation, including a probability of a project failure, if applicable. A
minimum threshold might be applied to each significant sustainability impact or risk, or for the
project overall, such as a minimum threshold for negative impact. The development of a
qualitative risk and threshold analysis alongside discounted cash flow calculations can ensure that
broader factors for consideration are explicit in the decision process. Some of those companies
involved in the A4S CFO Leadership Network calculate the shareholder value of sustainability in
financial models and present this as a separate figure alongside the traditional financial analysis.
This approach enables decision-makers to see how the sustainability costs and benefits affect the
value of the investment.

Accountants need to consider how they apply their professional judgement in various
contexts and support rigorous decision-making – this is the hallmark of being a
professional. In many cases, their professional skills already embrace necessary and
useful tools and techniques, such as sensitivity analysis, to identify and model key
variables to reflect worst, most likely, and best case scenarios. In many instances,
accountants will have to consider new, emerging or more complex methods, such as
life-cycle assessment and analysis, as well as better approaches to structured
decision-making, such as multi-criteria analysis that emphasise the judgement of the
decision-making team in establishing performance criteria and determining the
relative weight or importance of different criteria.
Ultimately, professional accountants are expected to adopt a business mindset
without sacrificing the objectivity and scepticism required to challenge potentially
imprudent managerial decisions. This is a significant part of the value-add of a
professional accountant.

Stathis Gould is Head of Professional Accountants in Business, International
Federation of Accountants. This article was first published in IFAC Global Knowledge
Gateway. Copyright © 2015 IFAC. All rights reserved.
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Get 20% off these and other titles till 31 December 2015. Please quote
VBM28 in the promo code field when you order at www.wiley.com, call
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AFTERSHOCK (4TH EDITION)
In the aftermath of stock market misery around the world, the worst is still not over. Read
about what is yet to come, and how to ride the crest instead of being sucked under. This
updated edition has been expanded with new actionable insights about protection and
profits in an increasingly confusing investment environment.

BUY NOW

S$88.76 including GST

FINANCIAL REGULATION AND COMPLIANCE
The tremendous volume and accelerated pace of regulatory change combined with
overlapping requirements and the increased aggressiveness on the part of regulators has
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led to a greater demand for compliance on the part of financial firms. To respond
appropriately to regulatory requirements, companies must develop effective policies and
procedures, ensure internal accountability, and establish an ethical culture throughout the
organisation.

BUY NOW

S$130.11 including GST

ENTERPRISE COMPLIANCE RISK MANAGEMENT
Written specifically to align with your fundamental business objectives of value creation,
preservation and enhancement, this guide provides a holistic view of managing
compliance and compliance risk. Discover strategic, structural and operational
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frameworks which can help you create a strong and inclusive compliance framework that
will give your organisation a powerful competitive advantage.

BUY NOW
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BOOK QUIZ
Stand to win the book of your choice! Simply email your answers to the
quiz questions to comms@isca.org.sg by 30 December 2015. Please
provide your full name, NRIC number, mailing address, contact number
and the book you’re interested in.

1. In “Quarterly Reporting”, retail investors should particularly welcome the regulation
to mandate quarterly reporting because it will also help to level the playing field by
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to mandate quarterly reporting because it will also help to level the playing field by
reducing the information gap between retail and institutional investors.
A True
B Maybe
C False
2. In “Think about Tax as You Innovate”, tax incentives offered by countries worldwide
are consistent, and based on the amount of R&D expenditure.
A True
B Maybe
C False
3. In “Accountants to Adopt a Business Mindset”, professional accountants are
expected to adopt a business mindset without sacrificing the objectivity and
scepticism required to challenge potentially imprudent managerial decisions.
A True
B Maybe
C False

CONGRATULATIONS
NOVEMBER QUIZ WINNERS
Oh Ern Hui Grace
Sxxxx829-G
Ong Yeow Hua
Sxxxx801-E
Chong Guan Chin
Sxxxx284-C

Answers for November quiz: (1) A, (2) A, (3) C
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