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Dear members,
This is a difficult time for businesses. The International Monetary Fund has cut its
global growth forecasts for the third time in less than a year, predicting that the
world economy would grow at 3.4% in 2016 and 3.6% in 2017, both years down 0.2
percentage points from the previous estimates made last October. Singapore’s 2016
growth is forecast to come in as low as 1% to 3%, weighed down by China’s slowdown,
and the sluggish global demand. If we look at the December 2015 quarterly survey
released by the Monetary Authority of Singapore, Singapore’s economy is expected to
grow 2.2% in 2016, down from the 2.8% projection in the September 2015 quarterly
survey.
Against this challenging backdrop, ISCA had taken the lead to seek the views of the
business and accounting community regarding Singapore’s Budget 2016, and
submitted these insights to the government for its consideration.
The annual ISCA Pre-Budget Roundtable, which took place on January 15 this year,
brought together a panel of business leaders from across industries and sectors to
discuss a range of issues pertaining to the upcoming Budget. Their views, together
with the findings of the ISCA Pre-Budget Survey, provide critical and important
insights about relevant measures that can help businesses address the key
challenges facing them. We have the highlights in this issue.
The Pre-Budget Survey measured the responses of 550 public and professional
accountants regarding their business outlook and wish lists for Budget 2016. The
respondents were generally more pessimistic about Singapore’s economic prospects
compared to the past two years, and not surprisingly, their top business worries
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compared to the past two years, and not surprisingly, their top business worries
centred on cost-related issues, manpower concerns and the slowing global economy.
But it’s not all bad news. The findings revealed that many companies have taken
matters into their own hands, taking advantage of the slowdown in business to relook and improve their internal processes to boost productivity. As productivity is
essential to fuel long-term economic growth, high on the respondents’ wish lists is
that Budget 2016 will offer more support to foster innovation and increase efficiency.
More companies are venturing overseas, and they are looking to the government to
take the lead in facilitating market access and knowledge. Support in establishing
overseas networks was cited as being most useful in helping businesses leverage the
opportunities presented by the newly-formed ASEAN Economic Community.
The survey showed a general awareness of the SkillsFuture development effort. In
this respect, ISCA supports our members’ continuous professional development by
offering a number of SkillsFuture-approved courses. The SkillsFuture Credit and WDA
training grant can help defray the fees of approved courses by up to 90%. We have a
list of ISCA’s SkillsFuture-approved courses within these pages.
Beyond the profession, accountants have a role to play in the wider community. Last
November, Chartered Accountants Worldwide sponsored a group of young Chartered
Accountants from across its six member bodies to take part in the One Young World
Summit 2015 in Bangkok, providing them with the opportunity to network and
deepen their knowledge of global issues. ISCA’s representative to the youth
leadership summit was Indora Tanudin, who would act as the ambassador for ISCA
and Chartered Accountants Worldwide during and after the event. She shares her
experiences in this issue.
The past year was a milestone year in terms of tax changes that will significantly
impact business and finance. An SIATP report provides an overview of some of the
key tax areas that you might want to keep an eye on.
Recent high-profile cases of financial irregularities in non-profit organisations (NPOs)
have once again shone the spotlight on the role of the auditor. Read about the
challenges facing the audit of NPOs and how to avoid the pitfalls.
The Institute has been preparing members for the new auditor reporting standards
for a while now, and “Enhanced Auditor Reporting” outlines the practical
implementation considerations to prepare our members for the new requirements.
Elsewhere in this February issue are other useful resources that are timely and
relevant to your work.
Have a good read.
Gerard Ee
FCA (Singapore)
president@isca.org.sg
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2701
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Bold and Decisive Steps Needed for a Vibrant
Singapore
Singapore is currently at a new crossroads, facing a more challenging environment
internally and externally. Internally, the ongoing economic restructuring is taking a
toll on some businesses as they continue to grapple with rising business costs, a
rapidly shrinking and ageing local workforce, foreign manpower curbs, and close to
zero labour productivity growth. Singapore is losing its competitiveness while other
economies are catching up. Externally, the global economic outlook is lacklustre with
little signs of picking up. Sustained economic growth is needed to fund our future
increase in social spending.
These challenges prompted the Singapore Business Federation (SBF) to propose and
obtain the support of some 70 prominent members of the business community, 28
trade associations and chambers (TACs) including the 14 European National
Chambers based here, economists and academia to contribute their ideas. Work on
the Position Paper for a Vibrant Singapore started before the 2015 General Election
was called, as the intent was to present the recommendations to the new
government.
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2715
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The recommendations in the Paper address the business community’s key immediate
concerns as well as longer-term issues impacting Singapore’s future. The Paper
comprises three strategies, articulated further in terms of immediate term, and
medium- to long-term recommendations.

IMMEDIATE TERM
Strategy 1: Assist businesses to transit through this difficult period into the new
restructured economy for sustainable growth
Specifically, government to take a deep dive to analyse and address cost and
manpower issues

MEDIUM TO LONG TERM
Strategy 2: Create an economy that is not constrained by our geographical
boundaries
Strategy 3: Develop Singapore as a strong home base for nerve centre, thought
leadership, innovation and growth activities to anchor businesses here as they
expand overseas and create good jobs for Singaporeans
The key recommendations in the Paper are summarised here.

START DOING
a) For the immediate term
i) Identify the key reasons for the sharp increase in costs faced by businesses in
recent years and study how to better manage them, to ensure that Singapore does
not price itself out of the global market.
ii) Work with SBF and TACs to:
Review the manpower-lean policy as businesses need time to adjust;
Refine the foreign manpower policies in different sectors for Singapore to continue to
be attractive to foreign talent, but discerning in its selection.
b) For the medium to long term
i) Elevate the strategy of creating an economy that is not constrained by our
geographical boundaries, recognising the limit of our current strategy of attracting
foreign direct investments (FDI) to Singapore. While attracting FDI should continue
to remain an important development pillar for Singapore, creating an external
economy will enable us to overcome our land and labour constraints.
ii) Review the approach to developing and upscaling our local enterprises as they are
critical in our next phase of economic development.
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2715
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iii) Look into more measures to facilitate the creation, acquisition and use of
intellectual property (IP) as a competitive edge. These include exploring the creation
of a unit similar to the Korea Technology Finance Corporation (KIBO) to provide
financing, acquisition, valuation and go-to-market services.
iv) Look into how our securities market can be made more vibrant and liquid, so that
it can provide enterprises good access to capital.
v) Promote the flow of talent to identified growth sectors that traditionally have a
lower share of good talent, and work with businesses to inculcate the right attitude in
our workforce.
vi) Collaborate with businesses more.

CONTINUE DOING
For the medium to long term
i) Promote more platforms, including through incentive schemes, that encourage
companies, including local enterprises, to collaborate to develop technology and
solutions in mutually beneficial arrangements.
ii) Continue to foster a more entrepreneurial mindset and culture in our people. This
will be important for all businesses, not only for startups.

STOP DOING
For the medium to long term
i) Creating an increasingly complex interface with businesses, especially with an
increasing number of government agencies, rules and regulations that businesses
have to deal with. Rules that are overly prescriptive, overregulate, compromise
business performance, and seek to protect specific segments of the community at the
expense of lowering costs and protecting the consumers should be reviewed.
Commenting on the work and contributions of the 70 C-level executives over the past
six months, S.S. Teo, Chairman, SBF, said, “The spirit involved was admirable. The
business community, regardless of whether they were from small or big, locallyowned or foreign-owned businesses, got together very quickly and worked very
passionately for the good of Singapore. The major trade associations and local and
foreign business chambers supported the effort.”
“This is the first time that SBF is presenting a paper of such wide-ranging and longterm nature to the government. Some of our proposals might appear radical and
require substantial changes to existing policies. There are risks involved and our
proposals may not fully deliver the desired results. But we have to act decisively or
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2715
risk greater failure in the years ahead,” said Mr Teo.

3/4

Decisive Steps
Needed for aBut
Vibrantwe
Singapore
proposals may not fully deliver Bold
theanddesired
results.
have to act decisively or
risk greater failure in the years ahead,” said Mr Teo.

2/10/2016

“The newly-elected government has a fresh and strong mandate. There is no better
time than now to take bold and decisive moves that will strengthen Singapore’s
position now and in the long term. SBF and the business community would like to
work closely with the newly-formed government for a more prosperous and inclusive
Singapore,” he added.
Throughout 2016, SBF will be organising seminars on issues and recommendations in
the Paper to elicit further feedback and suggestions from SBF members and the
wider business community.
The Position Paper is available at the SBF website.
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Businesses at Risk of Losing Top Talents
Businesses should adjust how they nurture loyalty among Millennials or risk losing a
large percentage of their workforces, according to Deloitte Touche Tohmatsu Limited
(Deloitte)’s fifth annual Millennial Survey. Forty-four percent of Millennials say, if
given the choice, they expect to leave their current employers in the next two years.
That figure increases to 66% when the timeframe is extended to 2020.
Concerns regarding a lack of development of leadership skills and feelings of being
overlooked were often voiced by those considering near-term career changes. But
larger issues around work-life balance, the desire for flexibility, and differences
around business values are influencing their opinions and behaviours. Millennials
appear to be guided by strong values at all stages of their careers, as seen in the
employers they choose, the assignments they are willing to accept, and the decisions
they make as they take on more senior-level roles. While they continue to express a
positive view of a business’s role in society and have softened their negative
perceptions of a business’s motivation and ethics compared to prior surveys,
Millennials still want businesses to focus more on people (employees, customers, and
society), products, and purpose – and less on profits.
Millennials seek employers with similar values, and seven in 10 of the respondents
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Millennials seek employers with similar values, and seven in 10 of the respondents
believe their personal values are shared by the organisations for which they work.
They want to work for organisations that focus on improving skills, income and
“satisfaction levels” of employees; create jobs, and provide goods and services that
have a positive impact on people’s lives. They recognise the need for organisations to
be profitable in order to grow, but feel that the organisation should not be too
focused solely on the profit objective. To Millennials, organisations with a strong
sense of purpose will achieve long-term success, compared to those that are overly
profit-oriented.
Other findings from the survey include:

+
+

+
+
+
+

High correlation between satisfaction and purpose 40% of Millennials report high job
satisfaction, and 40% who plan to remain in their jobs with their current employer beyond 2020
say their employers have a strong sense of purpose beyond financial success;
More than economic factors driving Millennials to leave The desire to leave their current job in
the next five years is greater among Millennials in emerging markets (69%) than in developed
economies (61%). However, outliers – including the UK, where the rate is 71% – suggest that the
desire to move on is not merely a function of the economic climate;
Business as a force for good Millennials continue to hold business in high regard; 73% maintain
that it has a positive impact on the wider society;
Unhappy with leadership development 63% of Millennials feel their leadership skills are not
being fully developed; 71% of those expecting to leave their employer in the next two years are
unhappy with how their leadership skills are being developed;
Focused on productivity, personal growth Millennials want to spend more time discussing new
ways of working, developing their skills, and being mentored;
Seeking flexibility Three-quarters of Millennials would prefer to work from home or other
locations where they feel they could be most productive;

The research findings are based on a study conducted by Deloitte Global of nearly
7,700 Millennials representing 29 countries worldwide. Screening questions at the
recruitment stage ensured that all respondents were Millennials, those born after
1982, have obtained a college or university degree, are employed full time, and
predominantly work in large (100+ employees), private-sector organisations. The
survey report is available at the Deloitte website.
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Corporate Carbon Reporting Needs Overhaul:
KPMG
Carbon reporting from the world’s largest companies lacks consistency, making it
almost impossible for stakeholders to compare one company’s performance easily
and accurately with another’s, according to the latest edition of the KPMG Survey of
Corporate Responsibility (CR) Reporting.
The survey report reviewed the carbon information published by the world’s largest
250 companies in annual financial and CR reports. Although four out of five of the
companies discuss carbon in these reports, the type and quality of information
published varies dramatically. For example, only half of the 250 companies (53%)
state carbon reduction targets; of these, two-thirds provide no rationale to explain
why those targets were selected. While a majority of reporting companies report on
emissions from their own operations (84%) and from purchased power (79%), only
half report on emissions in their supply chains. Even fewer (7%) included information
on emissions resulting from the use and disposal of their products and services.

http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2729
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Asian companies that ranked well in the global and Asian sustainability
rankings, consistently outperformed a control group basket of
companies (similar in size and industry) that did not report on
sustainability.

“All stakeholders should be able to obtain high-quality, comparable information on a
company’s carbon performance quickly from the company’s annual financial or
corporate responsibility reports. However, this is not the case now,” commented Ian
Hong, Partner, KPMG in Singapore.
Calling for clearer global reporting guidelines on carbon, he added, “There is clear
room for improvement and global reporting guidelines on carbon could help to
address this problem. It should not be left to companies alone to figure this out.
Industry bodies, regulators, standard-setters, investors and others all have a role to
play.”

GLOBAL TRENDS IN CR REPORTING
The survey includes a view of global trends in CR reporting based on analysis of
reporting by 4,500 companies across 45 countries, including Singapore. It shows that
the rate of CR reporting is now higher in Asia Pacific than it is in Europe or the
Americas, with 79% of companies in Asia Pacific reporting on CR.
The highest rates of CR reporting are now found in emerging economies such as
India, Indonesia, Malaysia and South Africa. These high rates are often driven by
regulation, either from governments or stock exchanges. The research also shows
that it is now standard business practice to include CR information in the annual
financial report, and more than half (56%) of the 4,500 companies studied did so.

SINGAPORE TRENDS IN CR REPORTING
In Singapore, the take-up rate of voluntary sustainability reporting had been slow
since the release of the Singapore Exchange (SGX)’s Guide to Sustainability Reporting
for Listed Companies (SGX Guide) in 2011. There has only been a small growth in CR
(4%) in the largest 100 companies in Singapore between 2013 and 2015, after the
initial spurt from the release of the SGX Guide in 2011.
From KPMG’s interactions with listed companies in Singapore, most of them do not
see the benefits of CR reporting. The main inhibitors are the additional costs required
to change internal systems as well as the lack of inhouse capacity and capabilities to
embark on the CR reporting journey.
What might come as a surprise to these listed companies is a key finding in a piece of
research performed by KPMG in Singapore on reporting non-financial indicators over
a 15-year period – Asian companies that ranked well in the global and Asian
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a 15-year period – Asian companies that ranked well in the global and Asian
sustainability rankings consistently outperformed a control group basket of
companies (similar in size and industry) that did not report on sustainability. This
sends a signal that investors do reward companies which report on non-financial
indicators.
This is consistent with SGX’s sentiments as it has received requests from many
investors for Singapore’s listed companies to report on their sustainability strategies.
Such reporting is important to investors as it demonstrates the business’ ability to
mitigate risks and take opportunities in areas beyond financial performance.

SR ON “COMPLY-OR-EXPLAIN” BASIS
SGX will be introducing SR on a “comply-or-explain” basis and had invited public
comments, ending February 5, on the proposed rules and guide. This marks further
progress from the voluntary reporting that has been in place since 2011, and is a
timely response to the growing global interest in sustainability information.
According to Loh Boon Chye, CEO of SGX, “Sustainability reporting builds on
transparency and governance for which Singapore is internationally recognised. It
addresses investor demand for quality returns and gives companies the opportunity
to differentiate themselves. We appreciate the input from companies and investors in
earlier surveys and have incorporated many of these into our draft guide.”
SGX expects the new rules and guide on SR to apply to companies from the financial
year ending on, or after 31 December 2017, with reports published from 2018.
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Using SkillsFuture Credit to Enhance Your Skills
Have you received the account activation letter for your SkillsFuture Credit? With
effect from January 2016, all Singaporeans aged 25 and above will have an opening
credit of S$500. Your SkillsFuture Credit can be used to defray the fees of approved
skills-related courses.
Explore ISCA’s SkillsFuture-related courses and take charge of your own learning
journey for career progression. You may broaden your competencies beyond your
technical domain and finetune your critical thinking and analytical skills. These will
help you better identify business problems and perform critical analysis to propose
possible solutions.
To succeed at work, one must be able to interact with other people and convince
them of your point of view. Enhance your workplace communication and engagement
skills to improve the way you interact with your colleagues and clients. You may also
enrol in the Personal Data Protection Act (PDPA) fundamental course to learn
practical knowledge and skills in developing appropriate internal processes to achieve
full compliance of PDPA.
ISCA has a broad range of infocomm courses in Business Analytics and Financial
Modelling that focus on improving Excel skills; such skills reduce the time spent on
generating Financial Reports, thus leading to improved productivity and better
decision-making.
You can defray the course fees by applying for claim(s) at SkillsFuture Credit.
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For more information on the courses, please visit ISCA CPE.
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SIATP Enhances International Ties
Strengthening its international ties a step further, the Singapore Institute of
Accredited Tax Professionals (SIATP) welcomed the officials from the Tokyo Certified
Public Tax Accountants’ Association (Tokyo CPTA Association) recently. The delegation
was headed by Shinichi Kozu, President of the Japan Federation of CPTAs Association
as well as the Tokyo CPTA Association.
The SIATP team was led by SIATP Chairman Gerard Ee, who is also President of ISCA.
Mr Ee, together with various board members and the management team, engaged in
an amicable and open discussion which covered a wide range of topics on Singapore’s
tax landscape, tax regime and the Institute’s myriad of programmes and frameworks
put in place to boost the tax profession here.
In appreciation, the delegation hosted SIATP to a sumptuous dinner with a toast to
more exchanges to boost the tax knowledge and understanding of our members in
both countries.
For more information on boosting tax knowledge, visit SIATP.

SIATP Chairman Gerard Ee (standing, 7th from left), together with SIATP Board Members Simon Poh, Tan
Boen Eng and Albert Ng (standing, 1st to 3rd respectively from left), welcomed the delegation from the
Tokyo Certified Public Tax Accountants’ Association headed by its President Shinichi Kozu (standing, 6th
from left).
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2706
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An Energy-pumping Close to ISCA Games 2015

Team KPMG defended the Overall Championship for three consecutive years

The hazy months last year did not faze the determination, athleticism and high spirits
of our ISCA members as they competed with vigour and sportsmanship, and all too
soon, the annual ISCA Games 2015 came to an end.
On Saturday, 12 December 2015, more than 80 members from various participating
firms let their hair down at popular nightspot The Pump Room, at Clarke Quay, to
mark the close of another successful ISCA Games.
Members from Baker Tilly, Deloitte & Touche, EY, Foo Kon Tan, KPMG, PwC and RSM
Chio Lim; ISCA’s Community, Social and Sports Advisory Panel and senior
management, as well as other supporters and guests, relived the exciting moments of
the competition, celebrating sporting skills and sharing anecdotes.
KPMG successfully defended its championship title for the third year, winning 11 of
26 games, and chalking up a total of 65 points. Coming in a close second was PwC,
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26 games, and chalking up a total of 65 points. Coming in a close second was PwC,
followed by Deloitte & Touche, and EY respectively. The Commerce Team also played
well, emerging as the champion for Badminton, and runner-up for Floorball (Ladies),
Snooker and Street Soccer (Ladies).
The ISCA Games is not only a way to promote a healthy lifestyle and work-life
balance, it marks a special time for the accountancy profession where members get
to enjoy themselves and make new friends, and challenge themselves through sports
and friendly competition. The interaction and networking go towards building a
united, cohesive accounting fraternity by fostering camaraderie among members of
the profession.
We would like to thank all participants and supporters for their tremendous support
of the Games. We look forward to more hearty participation in this year’s Games.

ISCA Games 2015 Closing Ceremony took place at The Pump Room.

http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2719

2/8

2/10/2016

An Energypumping Close to ISCA Games 2015

Congratulations to the winners of the 26 games
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KPMG Partner Leong Kok Keong (right) receiving the Overall Championship trophy from ISCA President
Gerard Ee

Community, Social & Sports Advisory Panel Chairman Vincent Lim thanking members for their
participation
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Street Soccer (Ladies) champion: Team Deloitte
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Team Deloitte won six of 26 games in the competition

Team RSM
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Cheers to another successful Games!
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Team PwC

Team PwC, Pool (Men) Champion
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ISCA Breakfast Talk: Operational Risk:
Redefined with Big Data

About 80 members attended the session.
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IBM’s Patrick Wang sharing some key takeaways about managing risks associated with big data.

Armed with financial and operational data that can inform decisions, CFOs are in a
unique position today to help their organisations avert roadblocks and wrong turns,
as well as guide the business down new paths of profitability.
In the age of big data, volume, velocity, variety and veracity of data are made
available at an unprecedented speed, posing new operational risks and threats.
However, the more forward-looking CFOs are taking these in their stride as they
endeavour to harness big data and analytics technologies to realise the potential for
new business value.
Patrick Wang, Governance Risk and Compliance, IBM Risk Analytics Lead Consultant,
IBM Asia Pacific, had a captive audience when he shared with the 80 participants on
“Operational Risk: Redefined with Big Data” on January 13.
Mr Wang spoke about how an organisation can better address new regulatory
compliance and its attendant escalating costs, and how to leverage data and analytics
to support new business models. The session also included actual cases and client
stories about the impact of a continuously evolving regulatory landscape as well as
the latest innovations across the Risk Analytics portfolio.
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Disciplinary Findings
Upon finding Kung Seah Lim, CA (Singapore), guilty of misconduct for contravening
Rule 64.1 read with Rule 65.2, and Rule 64.4 read with Paragraph 150.1 of the Third
Schedule of the Institute (Membership & Fees) Rules made pursuant to Article 63 of
the Constitution of the Institute, in that he had been found guilty for wilfully omitting
trade income of $342,836.00 in his Income Tax Returns for Years of Assessment 2006,
2007, 2009, 2010 and 2011, thereby evading $45,567.73 in income tax, and sentenced
to six weeks’ jail and a penalty of $105,400.53 by the State Courts of Singapore on 27
April 2015, 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 Yau Yin May, Associate, guilty of misconduct for contravening Rule 64.1
read with Rule 65.2, and Rule 64.4 read with Paragraph 150.1 of the Third Schedule of
the Institute (Membership & Fees) Rules made pursuant to Article 63 of the
Constitution of the Institute, in that she was found guilty and sentenced to one day’s
imprisonment and a fine of $3,000 by the State Courts of Singapore on 18 June 2015
for theft of nine pieces of Kitchen Language voucher in $10 denomination with a total
value of $90, the Disciplinary Committee ordered that she be suspended for a period
of six months with immediate effect.
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ISCA Cares Granted IPC Status
ISCA Cares is now a charity with Institute of Public Character (IPC) status, with effect
from 24 December 2015. All donations made to ISCA Cares in 2016 are eligible for
250% tax deduction.

ISCA CARES EDUCATION PROGRAMME
The ISCA Cares Education Programme will provide disadvantaged Singapore youths
with access to a quality education in accountancy.
Donors’ contributions will go towards subsidising the tuition fees and basic living
expenses of beneficiaries who have been admitted to, or are pursuing accountancy
diplomas and degree courses in, the local polytechnics and universities.
Beneficiaries will also benefit from internship and mentorship opportunities under
the programme.

YOUR SUPPORT IS IMPORTANT TO OUR NEXT GENERATION
With your support and the beneficiaries’ own hard work and perseverance, we hope
to provide disadvantaged Singapore youths, who aspire to join the accountancy
profession, greater opportunities to reach their full potential so that they will have a
chance to build a better life for themselves and their future generations.
For more information on how to make a donation, please visit ISCA Cares.
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ISCA Cares Granted IPC Status

For more information on how to make a donation, please visit ISCA Cares.
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IN TUNE I S C A N E W S

ISCA Mingles: Leadership Lessons from the
Mouse Trap

Members were fully engaged in the Mingles session.
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An activity of focus and confidence, members had to smack an inflated balloon a number of times, and
also sit on it.

The first Mingles event of the year was kickstarted by an internationally sought-after
speaker Manoj Vasudevan, CEO, Thought Expressions, who delivered a thoughtprovoking and mindset-changing session. Over 30 members attended the session
entitled “Leadership Lessons from the Mousetrap: the 18 strategies for you to be the
leader others will choose to follow” on January 20.
The session was engaging, energising and entertaining. Mr Manoj spoke about how a
person can re-orient his leadership focus in order to enhance teamwork, ensure
ownership and empower his team as a leader. He also shared the strategies to
communicate ideas so that one can connect with others about the big picture, which
would in turn position one to better lead the team.
Members were happy with the venue – a vintage shophouse called Folks Collective –
and the menu of Thai food. Many of them also mentioned that they look forward to
more of such sessions on personal development.

http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2722

2/3

2/10/2016

ISCA Mingles: Leadership Lessons from the Mouse Trap

Mr Manoj sharing the 18 leadership strategies with members

http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2722

3/3

2/10/2016

ISCA PreBudget Roundtable 2016

FOCUS I S C A P R E - B U D G E T R O U N D T A B L E 2 0 1 6

ISCA Pre-Budget Roundtable 2016

BY

PERRINE OH

REPOSITIONING FOR FUTURE GROWTH
The ISCA Pre-Budget Roundtable 2016 on January 15 served as an invaluable platform
to gather the views and insights of business leaders on how Singapore can reposition
for future growth. Held for the seventh year running, the Roundtable brought
together top management and business leaders of trade bodies, accounting firms
and C-suite executives to discuss and provide feedback on the Singapore Budget.
Liang Eng Hwa, Chairman of the Government Parliamentary Committee for Finance,

http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2744

1/9

2/10/2016

ISCA PreBudget Roundtable 2016

Liang Eng Hwa, Chairman of the Government Parliamentary Committee for Finance,
Trade & Industry shared that to thrive amid technological changes and globalisation,
Singapore must instil a new mindset about how the future economy will operate.
Increasingly, we have to think and act like “start-ups”, as we respond swiftly to
opportunities. It is not just the individuals and businesses that need this “start-ups”
mentality; as a society, we need to be a lot more entrepreneurial and develop a more
open-minded, risk-taking behaviour. This mindset change extends to educational
institutions, social stakeholders, business associations and importantly, government
and regulators as well.

Finance and Trade & Industry GPC Chairman Liang Eng Hwa (left) and ISCA President Gerard Ee co-chaired
the Roundtable.

“Companies will need to constantly re-imagine, rebuild and re-create value to capture
opportunities. In the uncertain landscape of possibilities, the big may no longer beat
the small. Rather, it is the fast that beats the slow, and the imaginative that will eat
the lunches of the uninspired,” said Mr Liang. Mr Liang was the Roundtable co-chair
with ISCA President Gerard Ee.
“SkillsFuture, with a commitment of over $1 billion per year from 2015 till 2020, will
target to retrain and retool capabilities to meet the new challenges we face.
Singapore faces a unique challenge of being one of the most rapidly-ageing countries
in the world, with low birth rates and a growing resistance towards foreign labour.
What is the balance between sustaining an economy while trying to put Singaporeans
first? To rely more on a shrinking local workforce and to keep foreign labour to
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first? To rely more on a shrinking local workforce and to keep foreign labour to
essentials, productivity has once again become a key concern,” said Mr Ee.

ECONOMIC AND BUSINESS OUTLOOK
The International Monetary Fund (IMF) cut its global growth forecasts for the third
time in less than a year. IMF forecast that the world economy would grow at 3.4% in
2016 and 3.6% in 2017, both years down 0.2 percentage points from the previous
estimates made last October. On the local front, Singapore’s 2016 growth is forecast
to come in as low as 1% to 3%, weighed down by China’s slowdown, and the sluggish
global demand. The rising interest rate and challenge in getting loan renewals have
hit small businesses hard. As customers are taking longer to pay, businesses need to
better manage their cash flow. A panellist viewed that in this weak business
environment, it could be timely for the government to gear towards pro-growth
policies for businesses.
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policies for businesses.
The panellists agreed that it is crucial to continue reinforcing Singapore’s hub status,
even for Singapore-based companies. The Committee on the Future Economy is
tasked to consult widely for inputs to formulate an economic strategy that leverages
on Singapore’s strengths and competitive advantages.
In the last 20 years, Singapore has done well in attracting multinational corporations
(MNCs) to locate their headquarters in Singapore. A panellist shared that to enable
the Singapore subsidiaries of MNCs to take advantage of the benefits of tax treaties
that Singapore has concluded, tweaking the definition of tax residence could be
considered. When MNCs are headquartered here, senior talents are brought into
Singapore, which facilitates skills and technology transfer to Singaporeans. Further,
these companies will also use Singapore as the launch-pad for regional investments.
To help Singapore businesses retain senior talent and to strengthen Singapore’s
position as a preferred location for holding companies, it was also proposed that the
five years sunset clause for the Not Ordinarily Resident (NOR) scheme be removed.
To further cement Singapore’s hub status, the competitiveness of our international
tax treaties need to be strengthened. In the early years, Singapore enjoyed firstmover advantage for such treaties. However, as other countries catch up with more
advantageous and favourable tax treaties than Singapore’s, it is imperative that
Singapore continually updates its tax treaties to make them more competitive.
HO MENG KIT “The government can consider bringing back working capital finance
schemes, or bridging loans with interest costs partially subsidised by the government.
This could help small businesses survive the expected low growth over the next three
to four years.”
MAX LOH “Singapore must leverage on its strengths as a trusted economic hub. To
this end, the government should look at strengthening the competitiveness of our tax
treaties and consider extending or providing incentives for inter alia, S-REITS, Finance
and Treasury centres and Singapore-based family home offices. The Committee on
the Future Economy and the recently-unveiled Research Innovation Enterprise Plan
set out the areas where we will focus on and can excel in. Our tax regime should
naturally support such initiatives to ensure that Singapore continues to thrive in a
globally competitive world.”
PROF SUM YEE LOONG “To enable the local companies and Singapore subsidiaries of
MNCs to take advantage of benefits of tax treaties that Singapore has concluded, we
should consider tweaking the definition of residence. Currently, the sole criterion in
determining residency is ‘control and management’. Consideration should be given to
extend the definition to include companies incorporated in Singapore. In other
words, a Singapore-incorporated company will automatically be considered a
Singapore resident. This will put Singapore on the same footing as countries such as
the United Kingdom and Hong Kong.”
VICTOR MILLS “Singapore has a strong talent pool and one of the best education
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2744
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SIM GIM GUAN “This is a good time, particularly when demand is low, for companies
to think about how we can leverage on SkillsFuture to upgrade the skills of our people
so that they stay relevant.”

The Roundtable brought together top management and business leaders of trade bodies, accounting
firms and C-suite executives to discuss and provide feedback on the Singapore Budget 2016.

ENHANCING PRODUCTIVITY AND INNOVATION FOR THE FUTURE
The government views a vibrant economy which leads to creation of opportunities
and jobs, as critical for Singapore’s growth. The government has committed S$19
billion for the Research Innovation Enterprise 2020 Plan (RIE2020), its biggest
investment to date. The four primary technology domains in RIE2020 – Advanced
Manufacturing and Engineering, Health and Biomedical Sciences, Services and Digital
Economy, Urban Solutions and Sustainability – are aligned with global megatrends.
RIE2020 focuses on translating research into solutions that address national
challenges, build up innovation and technology adoption in companies, and drive
economic growth through value creation.
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economic growth through value creation.
Some panellists felt that there is a limit to productivity enhancement and
increasingly, more attention should be placed on helping businesses innovate to
move from value addition to value creation. For example, due to our ageing
population, businesses can seek new growth opportunities in areas such as
healthcare and services.
The panellists also highlighted several implementation issues relating to the
Productivity and Innovation Credit (PIC) scheme.
First, the criteria in the schemes are not aligned. The hurdle to apply for R&D through
the PIC scheme appears higher than for the R&D schemes offered by SPRING
Singapore. Thus, there is a recommendation to align the R&D qualification criteria
across the various government schemes. The panellists also highlighted that there is
greater ease in qualifying for PIC in the areas of training and purchase of equipment.
They opined that printers and laptops are basic requirements in today’s business
context, and allowing PIC claims for such purchases merely subsidise general
business operations costs, instead of encouraging investments in activities that
enhance productivity and innovation.
Second, panellists noted that the “spend first, claim later” approach is a problem for
SMEs because of cash flow constraints. The “claim first, spend later” approach can
increase the uptake of the scheme and ease the burden on SMEs.
Third, PIC is expected to cease in YA 2018 and may spur wasteful spending by
businesses which are not ready to invest in innovation but want to take advantage of
the scheme before it expires.
The panellists also highlighted that targeted support, catered to specific needs of
businesses, can help to increase the effectiveness of government schemes. This may
be segmented by size, sector or output focus. In particular, the needs of micro
businesses are different from larger-sized SMEs, even though both groups of
companies are considered SMEs. The panellists also highlighted the need for ease of
grant application for these government schemes.
TAY HONG BENG “One of the biggest beneficiaries was the SMEs, who will say the PIC
is a great scheme. However, I am not propagating that this scheme will carry on
indefinitely for each taxpayer. It is coming to an end in two years’ time. Due to the
time limit, businesses may be spurred to buy things that they may not need to buy. If
you do not buy within this two-year period, that (PIC) is going to disappear. Perhaps
we should have a PIC scheme that could be modified and catered for SMEs.”
BRENDON YEO “In considering the forms of assistance for businesses, the size of the
business is not the only factor. We have to understand that various sectors face
different issues. Thus, government grants and assistance schemes should be tailored
for individual sectors.”
CHRIS WOO “It is very important for us to look at our tax incentive regime as we
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2744
reposition for future growth. While I am not proposing that we give away our tax

6/9

ISCAto
PreBudget
CHRIS WOO “It is very important for us
lookRoundtable
at our2016
tax incentive regime as we
reposition for future growth. While I am not proposing that we give away our tax
collection, but where we can, we should use our tax incentives to drive greater
growth in employment, create more jobs, and also incentivise enterprises to step up
on the value chain.”

2/10/2016

FRANKIE CHIA “The current grant application process is long and complex. Although
the government offers a 70% grant, businesses have to pay 100% of the project fee
upfront and claim the 70% grant through a reimbursement later on. This ‘pay first,
reimbursed later’ model presents a cash flow problem for SMEs, and it may end up
having the unintended effect of deterring them from applying for grants. Since the
panel of consultants and the project scopes are already pre-approved by some of the
government agencies, for example, SPRING Singapore or IE Singapore, I do not see
why there is a need to go through this long and tedious administrative process to
claim the 70% grant reimbursement.”

VENTURING OVERSEAS
There was general consensus among the panellists that Singapore businesses have to
internationalise to grow their businesses. However, there exist some barriers such as
risk averseness of firms and low motivation among Singaporeans to be posted
overseas.
Some suggestions to help companies overcome their fear of venturing overseas
include showcasing successful case studies, providing mentorship, easing the tax
relief claims criteria for companies that have suffered tax overseas, and providing tax
deductions for capital cost incurred in failed overseas ventures.
There were also suggestions that tax incentives can be provided for large local
companies to lead and help SMEs venture overseas. If companies venture overseas
together as a consortium rather than go solo, there is more support and informationsharing, which in turn helps to reduce the fear of venturing overseas.
Tax incentives, probably as part of the SkillsFuture initiative, should also be made
available to large MNCs to motivate their local employees to accept overseas posting.
These may help to build a future talent pool which is encouraged to leave their
comfort zone and take up overseas posts to gain international exposure. The tone at
the top is also important to motivate staff to take up opportunities overseas.
The model of internationalisation will also change from simply exporting goods and
selling overseas to establishing a presence in markets where the consumers are.
Therefore, Singaporeans must equip themselves with the necessary skill sets to work
in different cultures. The education system must be able to support and nurture
graduates with a global mindset.
The panellists shared that there should be more tax incentives to encourage local
companies to build their own brand, and promote “Made in Singapore” brands. It was
also mentioned that businesses should be open to learning, and learn to adapt the
success stories of others to their companies’ own circumstances.
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2744
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Most of the panellists were positive about the potential opportunities that ASEAN
Economic Community (AEC) will bring to businesses in Singapore. AEC will provide a
platform to transform ASEAN into a single market, which can in turn provide
Singapore companies with easier access to other markets in the region. Businesses
should therefore capitalise on the initiatives and opportunities arising from the
establishment of AEC.
PHILIP YUEN “There is this risk averseness around the idea of venturing overseas.
The level of awareness of the initiatives is heartening but it is important that
companies overcome the fear of going out, perhaps through featuring successful case
studies and providing mentorship.”
ERMAN TAN “We should have a holistic HR tax strategy rather than piecemeal. Also,
there should be tax incentives for large MNCs, as part of the SkillsFuture initiative, to
motivate individuals to take up overseas posting. In this way, we can build a future
talent pool in terms of internationalisation and leadership.”
HO MENG KIT “Internationalisation will change. We will do more than just making our
goods in Singapore and exporting them overseas. We will transform into a more
service-based economy. The future model of internationalisation will require our local
companies to establish presence outside of Singapore, in the markets where our
customers and consumers are. This will require changes in our education system to
equip our students and future managers on skills to work in a global environment.”
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Mr Ee (right) presented a token of appreciation to Mr Liang for co-chairing the Roundtable.

CONCLUSION
As Singapore charts its future path, the city-state has to focus on its strengths and
seek competitive advantages, while being nimble and adaptable to the changing
global landscape. In this fast-changing environment, it is increasingly challenging to
predict product and service trends, and to anticipate what the next “Big Thing” might
be. As such, businesses have to be the trendsetters, while the government can be an
enabler. Everyone has a unique role to play and to contribute towards a vibrant
Singapore.
The key insights raised at the Roundtable, together with ISCA’s Pre-Budget Survey
findings, serve as important feedback to policymakers for their consideration in the
formulation of the annual Singapore Budget 2016. Minister for Finance Heng Swee
Keat will deliver Singapore’s FY 2016 Budget Statement on March 24.
Perrine Oh is Manager, Research, ISCA.
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BY

PERRINE OH

SEEK NEW AVENUES FOR GROWTH TO STAY COMPETITIVE
The International Monetary Fund (IMF) in October 2015 expects the global economy to
expand by 3.6% in 2016, up from 2015’s estimated 3.1% growth. Asia, in particular
China, is seen as the wild card for the global economic outlook. According to Maurice
Obstfeld, IMF Economic Counsellor and Director of the Research Department, these
forecasts reflect a world economy that is at the intersection of at least three powerful
forces – first, the rebalancing of China’s economy from investment to consumption;
second, volatile commodity prices, and third, the US weaning off its loose monetary
policy – which add to current uncertainties as the global economy emerges from its
broadest and deepest post-war recession.
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2741
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According to the December 2015 quarterly survey released by the Monetary Authority
of Singapore (MAS), analysts expect Singapore’s economy to grow 2.2% in 2016. This
outlook is less upbeat compared to the 2.8% projected growth in the September 2015
quarterly survey. The economic outlook for Singapore for 2016 is also more pessimistic
than the IMF’s global outlook, and has worsened in the last quarter of 2015 due to
deteriorating global demand for Singapore exports.
In charting the country’s economic path forward, Finance Minister Heng Swee Keat
framed Singapore’s challenges through the lens of the five “futures” of jobs,
companies, resources, technology, and markets.[1]
To stay competitive, Singapore businesses have to seek new avenues for growth. How
are businesses and individuals responding to the rapidly changing global environment?
What assistance do they desire to have from the government when seizing
opportunities that lie ahead?

RESPONDENTS’ PROFILE
Against this backdrop, the annual ISCA Pre-Budget Survey was conducted to gather the
views of the Chartered Accountant of Singapore (CA (Singapore)) community with
regard to their business outlook and wish lists for Singapore Budget 2016. This
includes respondents from accounting firms and the business community at large.
In total, 550 survey responses were received from the accounting and business
community. Of these, 54% work for small and medium-sized enterprises (SMEs)[2] and
46% work for non-SMEs. Most of the respondents work in the Professional Services
sector and Financial & Insurance Services industry (48%), as shown in Figure 1.
Figure 1: Industry Representation

http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2741

2/8

2/10/2016

ISCA PreBudget Survey 2016

*Note: Percentages may not add to 100% due to rounding

ECONOMIC AND BUSINESS OUTLOOK
The general view of Singapore’s economic growth in 2016 appears more pessimistic
than last year’s (Figure 2). This is in line with the downward forecast indicated in the
4Q2015 MAS quarterly survey. Overall, 41% of respondents this year are pessimistic,
while 23% have an optimistic view. This is in contrast with 2014’s and 2015’s more
positive outlook, where 36% and 35% of respondents had an optimistic view of the
economy, respectively.
Figure 2: Views on Singapore’s Economic Growth
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*Note: Percentages may not add to 100% due to rounding

Cost-related issues and skilled labour continue to dominate the top business concerns
in 2016. In addition, global demand has also become a major concern.
Generally, both revenue and operating margins are expected to decrease (Figure 3).
Capital expenditure is expected to increase, which may indicate that businesses are
adopting a longer-term view in investing in capital assets, despite the projected weaker
economy in 2016. Additionally, this may also be a possible response by businesses to
the manpower-lean environment.
Figure 3: Key Operating Metrics in 2016

*Note: Percentages may not add to 100% due to rounding

ENHANCING PRODUCTIVITY AND INNOVATION FOR GROWTH
Organisations wish that Singapore Budget 2016 will offer more support to businesses
in various areas, such as reducing rental costs, providing access to funding, and
reducing training costs. The results also show that organisations are focusing on
innovation, in particular, better processes (streamlined business processes), better
skilled labour (improved training and development of employees) and better tools
(technology adoption). Long-term economic growth requires enhanced productivity
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2741
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Table 1: Six areas to improve productivity (ranked in descending order)

Note: Areas related to innovation are preceded by (I) and areas related to efficiency are preceded by (E)

Organisations, in particular SMEs, place greater emphasis on process innovation to
raise productivity. There is an implicit link between the areas that organisations would
like to focus on to increase productivity in the next 12 months and the perceived
usefulness of the qualifying activities of the Productivity and Innovation Credit (PIC)
scheme. The government’s policies and programmes for growing the economy will
therefore be more effective if they are aimed at enabling organisations to raise their
productivity with a focus on innovation.

VENTURING OVERSEAS
Double Tax Deduction for Internationalisation (DTD) and International Finance Scheme
(IFS), which were enhanced in 2015, are ranked the top two most useful
internationalisation schemes. Despite the many potential opportunities arising from
the establishment of the ASEAN Economic Community (AEC), many respondents are
sceptical about its short-term benefits. Less than half of the respondents are looking
forward to the AEC. The support in establishing overseas networks is cited as the most
useful in helping businesses take advantage of the opportunities presented by the
AEC.
When venturing overseas, businesses would like the government to provide greater
support in facilitating market access and knowledge, as well as providing more support
and information regarding regulatory and tax regimes in other countries, and financial
support to expand overseas. This is seen in Figure 4.
Figure 4: Measures to help Businesses Venture Overseas
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GROWTH AS AN INDIVIDUAL
There is general awareness of the SkillsFuture development effort. Most respondents
intend to tap on the SkillsFuture programmes and initiatives in the short term (one to
three years), as seen in Figure 5.
Figure 5: Interest in Tapping on SkillsFuture in the Short Term

*Note: Percentages may not add to 100% due to rounding

However, only about half of the respondents indicated that the initial SkillsFuture
Credit of $500 for every Singaporean citizen aged 25 and above will be effective in
starting them on the journey of continuous learning.
Based on the survey findings, the government can consider increasing the quantum of
the SkillsFuture Credit, allowing greater flexibility in the eligibility of courses beyond
those supported by public agencies, and to include unstructured training (example,
business website subscriptions) which is deemed an important part of learning.
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business website subscriptions) which is deemed an important part of learning.
If money were not an issue, almost half of the respondents cited time as the key
challenge for them in starting the journey of continuous learning. This is followed by
the support system (example, employer support/encouragement) and motivation.

CARING FOR THE FAMILY AND THE SOCIETY
For households, tax savings/rebates remain the most wished-for benefit for Singapore
Budget 2016, similar to last year. This is followed by healthcare and childcare benefits,
as seen in Figure 6.
Figure 6: Households Budget Wish List

*Note: Percentages may not add to 100% due to rounding

The government can consider providing more tax savings and healthcare benefits to
help households cope with the cost of living in Singapore that is continually on the rise.
It may also consider rolling out more initiatives to educate Singaporeans on financial
retirement planning for retirement adequacy, and on non-monetary aspects, consider
encouraging more support networks and facilities which are suitable for the elderly.
The ISCA Pre-Budget Roundtable 2016 took place on January 15, gathering a panel of
business leaders across various industries and sectors to discuss key issues for the
upcoming Singapore Budget 2016. Also read about the highlights of the ISCA PreBudget Roundtable 2016.
The full survey report is available here.

Perrine Oh is Manager, Research, ISCA.
[1]

The Business Times, Singapore to focus on five futures, says Swee Keat, 29 October
2015
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2741
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[2]

According to SPRING Singapore, SMEs are defined to include enterprise whose
annual sales turnover does not exceed S$100 million or does not employ more than
200 workers.
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BY

FELICIA TAY AND LIM JU MAY

CFOS – CORNERSTONE OF QUALITY FINANCIAL REPORTING
Chief Financial Officers (CFOs) are integral and the cornerstone of quality financial
reporting in Singapore’s financial reporting eco system. As a catalyst for quality
financial reporting, they are required to apply sound professional judgement and
professional scepticism when faced with challenging and/or complex financial
reporting situations. With this in mind, ISCA’s Financial Statements Review Committee
(ISCA-FSRC), together with the Accounting and Corporate Regulatory Authority (ACRA)
and Singapore CFO Institute (SCFOI), organised an Outreach Forum for CFOs on
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and Singapore CFO Institute (SCFOI), organised an Outreach Forum for CFOs on
January 7 at the SGX Auditorium. The Forum, titled “CFOs – Cornerstone of Quality
Financial Reporting”, is in line with ISCA’s collaboration with ACRA on ACRA’s Financial
Reporting Surveillance Programme (FRSP) to enhance the quality of financial
reporting in Singapore through the review of financial statements. Notwithstanding
that this Forum’s focus was on CFOs, Public Accountants were also welcome, in
recognition of the crucial role they play in the financial reporting eco system.
This Forum was ISCA’s 2016 inaugural event, shining the spotlight on the importance
of CFOs in uplifting the quality of financial reporting in Singapore. The speakers at the
Forum were Kok Moi Lre, Chairman, ISCA-FSRC and Lead Accounting Technical
Partner of PricewaterhouseCoopers LLP; Julia Tay, Deputy Chief Executive, ACRA;
Bong Yap Kim, Director, ACRA; James Xu, Chairman, ISCA-FSRC’s sub-committee and
Partner and National Professional Practice Director of Deloitte & Touche LLP, and
Goh Ann Nee, CFO, City Developments Limited. Ms Goh joined Raffles Medical Group
as CFO on February 1.
FORUM SPEAKERS

ISCA-FSRC Chairman Ms Kok opened the Forum by dedicating it to CFOs who are the
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ISCA-FSRC Chairman Ms Kok opened the Forum by dedicating it to CFOs who are the
pillars and cornerstones of quality financial reporting, and highlighted the importance
of CFOs in supporting directors in discharging their statutory duties in financial
reporting. She also touched on the collaboration between ISCA-FSRC and ACRA on
ACRA’s FRSP, which aims to strengthen the financial reporting system in Singapore
through the review of financial statements. The collaboration sees ACRA and ISCA
combining resources and sharing expertise to increase the breadth and depth of the
financial reporting surveillance regime in Singapore. The reviews are conducted
through ISCA-FSRC, which comprises some 30 experienced senior practitioners from
the accountancy sector. ISCA-FSRC shares its observations on potential noncompliance in the financial statements with ACRA, which would then deliberate and
take enforcement action against directors under the Companies Act if necessary. Ms
Kok shared that the collaboration was in its second cycle and that areas of
recognition and measurement were the focus, because any non-compliance in these
areas would adversely affect the quality and reliability of financial statements.
Given the recent cases of accounting scandals and audit failures worldwide, there had
been greater scrutiny by various parties on the integrity and quality of financial
statements. In ACRA’s keynote address, its Deputy Chief Executive Ms Tay shared the
key principles that shape ACRA’s approach for the FRSP, and highlighted ways in
which CFOs could assist directors in discharging their statutory duties, and in
ensuring quality financial reporting. Ms Tay emphasised that quality financial
reporting is key to investor confidence in the financial marketplace.
In the first presentation segment by ACRA, Ms Bong presented a summary of the
regulatory outcomes for the FY 2013 financial statements reviewed in the first cycle of
the collaboration. There were four instances of severe non-compliance, 54 instances
of other non-compliance, and 74 areas for improvement. She shared that for those
findings (arising from FY 2013 financial statements) that were communicated to the
directors prior to the issuance of the FY 2014 financial statements, all instances of
non-compliance were corrected and three-quarters of improvement points were
addressed in the FY 2014 financial statements. The key findings and real-life case
studies shared included areas pertaining to construction contracts, consolidation and
mixed-use properties.
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Forum speakers

Ms Bong also highlighted the 10 areas of review focus for ACRA’s FY 2015 FRSP, which
were issued to remind directors of some risks of misstatements in the FY 2015
financial statements.
1) Control over investees – Bright line of 50% removed
– Reserved matters that require unanimous consent by all shareholders could impact
control assessment
2) Call or put option over shares of investee
– Business rationale of options should be considered when assessing control over an
investee
3) Business acquisitions – reflecting the real value of the acquired business
– Purchase price allocation exercise should be robust in identifying specific intangible
assets
– Goodwill amount could be inflated if specific intangible assets are not separately
recognised
4) Long-life assets value and impairment testing
– Increasing concern in certain sectors such as energy, commodity and shipping
– When reviewing impairment tests, reasonableness of key inputs such as cash flow
projections, terminal values and discount rate should be assessed
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2747
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5) Breaches of borrowing covenants
– Risk of covenant breach, especially in companies with high gearing
– If the breach is not remedied by year-end, long-term borrowings to be classified as
current
6) Sale-and-leaseback transactions
– “Substance over form” consideration should be made when determining if the
transaction is a “sale” or a “financing arrangement”
7) Statement of cash flows
– Misstatements in the determination of operating cash flows whereby cash flows
relating to business combinations and foreign currency translation differences were
wrongly included
8) Impact from currency environment
– Assessment of recoverable amounts of foreign currency assets should be made in
the investor’s functional currency
9) Earnings per share (EPS)
10) Fair value measurement
– Disclosure of significant unobservable inputs on fair values of assets and liabilities
classified in Level 3 of the fair value hierarchy.
Mr Xu delivered the second presentation segment on judgemental and challenging
areas from FSRC’s review findings. The key message to CFOs was that the preparation
of financial statements requires the exercise of judgement, which is the process of
reaching a decision where there are a number of possible alternatives in the
application of FRSs to present the financial statements fairly. Mr Xu expounded on
several judgemental considerations in the application of FRS 110 Consolidation
Financial Statements and FRS 36 Impairment of Assets. Real-life case studies were
shared to demonstrate pit-falls in the aforementioned judgemental areas.
One observation in the application of FRS 110 was the “failure to determine if control
has been obtained or lost”. Case studies revealed the following reasons for failure to
appropriately determine if control has been obtained or lost:
1
2
3

Insufficient consideration given to rights under the Reserved Matters list (protective vs
substantive);
Insufficient consideration given to existence of substantive potential voting rights (including those
arising from call & put options), and
Financing arrangement being accounted for as disposal of an investee (that is, loss of control).

From the case studies presented, Mr Xu emphasised the importance of
understanding the motivation and substance of business transactions. A thorough
analysis of various factors including the terms of agreements and legal rights of the
contracting parties is critical to reach a proper conclusion in judgemental areas such
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2747
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as whether a company has control over an investee. Mr Xu highlighted a key best
practice which CFOs should adopt – prepare an accounting paper to document the
basis of management’s judgement. This paper could then be tabled for the Board of
Directors’ deliberations and approval. Such documents would also serve as good
documentary evidence of the thought process behind decisions requiring the exercise
of judgement.
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The ensuing hour-long panel discussion themed “The CFO’s strategy towards quality
financial reporting” brought on a lively, interactive and at times, heated exchange of
views with the audience. In line with the theme of this Forum and in a bid to hear
directly from the regulator, CFO and auditor, members of the audience posed
questions such as:

+
+
+

Is ACRA considering imposing statutory obligations on CFOs? If not, why not?
I believe that quality financial reporting starts with a qualified finance team. How do you convince
the CEO to make more investment in building a qualified team?
As qualified accountants, we are sometimes struggling with the complexity of the accounting
standards. What advice can you share to help us engage the Audit Committee or Board of
Directors in such matters?

Last but not least, the distinguished panellists left the audience with the following

http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2747

6/7

2/10/2016

ISCAFSRC Outreach Forum for CFOs

Last but not least, the distinguished panellists left the audience with the following
concluding thoughts:

+
+
+
+

Importance of having a strong and qualified finance team to support the CFO in achieving quality
financial reporting;
Importance of CFOs engaging others within the organisation to understand the business rationale
behind key transactions;
Early engagement with auditors and other professionals, and
Importance of documenting the thought processes, especially for judgemental areas, that
management had gone through and obtaining Board of Directors’ approval for the
documentation.

Felicia Tay and Lim Ju May are from the ISCA-FSRC Secretariat Team.
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One Young World Summit 2015

BY

INDORA TANUDIN
One Young World is a UK-based not-for-profit organisation that gathers the brightest
young people from around the world, empowering them to make lasting connections
to create positive change.
A Summit is staged on an annual basis where young talents from global and national
companies, NGOs, universities and other forward-thinking organisations are joined by
world leaders, acting as One Young World Counsellors.
Last year, the event brought together over 1,300 young people to debate, formulate
and share innovative solutions for the pressing issues the world faces, giving them
the impetus to step up, and take action to make the world a better place. Keynote
speakers included musician and campaigner Sir Bob Geldof, former UN SecretaryGeneral Kofi Annan, Nobel Prize winner Professor Muhammad Yunus and North
Korean defector and human rights activist Yeonmi Park.
Chartered Accountants Worldwide sponsored a group of young Chartered
Accountants from across its six member bodies to take part in the youth leadership
summit. Indora Tanudin, Senior Associate with PwC Singapore, was the delegate from
Singapore, and she shares her experience here.
“Congratulations, you have been selected to represent ISCA and Singapore to the One
Young World Summit 2015 in Bangkok. The event will be held from 18 November to
21 November 2015.”
I was elated when I received the confirmation call from ISCA several weeks before the
event. It was truly an honour for me to be able to represent ISCA and Singapore for
an international event such as One Young World (OYW) Summit.
I arrived in Bangkok at 5.55 pm on 17 November 2015. From the time I stepped off
the plane, I was warmly welcomed and escorted to the immigration counter. I was
heartened to see many OYW banners in the airport and a large number of volunteers
waiting to greet the OYW delegates.
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2738
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More banners were lining the streets as I travelled from the airport to my hotel. It
was evident that Bangkok, the City of Smiles, pulled out all stops to host the OYW
Summit. As the first Asian country to ever host the event, I must say I had a great first
impression.
My assigned hotel was the five-star Centara Grand, which adjoins the Bangkok
Convention Centre, the main event site. As I had arrived in Bangkok a day earlier, I
decided to stroll around the hotel and visit the Centre. The setup was elaborate and
everything was in place for the next few days.
I had an early night on November 17 – ready to inspire and be inspired by the world.

Chanced upon this banner while strolling around the Bangkok Convention Centre

OFFICIAL OPENING, OYW SUMMIT, NOVEMBER 18
It was amazing to be able to meet fellow Chartered Accountants, although at that
point in time, I was still due for my final examination for the Singapore Qualification
Programme to become a Chartered Accountant Singapore.
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Meeting my fellow Chartered Accountants Worldwide delegates

Afterwards, we proceeded to the official opening ceremony at The Royal Palace,
Sanam Luang. What made this event so spectacular was that it was the first-ever nonroyal event to be held in the Palace. With the sunset as the backdrop, the fully-lit
stage against the decorated palace and the crowd of people from different countries,
I felt truly honoured to stand among the global young leaders.
The opening ceremony commenced with interesting performances as the host
country put on show its musical and cultural heritage. On a more serious note was
the introduction of the Call on Conference of Parties (COP), the global climate action
campaign to urge leaders to engage in meaningful and constructive talks at COP21 to
be held in Paris. The opening ceremony ended beautifully with fireworks in the air
and a buffet dinner in the garden.

DAY 1, NOVEMBER 19
The morning session was inspiring as Kofi Annan, the 7th Secretary-General of the
United Nations and counsellor for OYW, took to the stage to raise some pertinent
issues currently plaguing the world. During the Q&A session, he urged the delegates
to address the climate change issue, reminding us that we share the same
accommodation – earth. If one part of a ship took a hit, everyone would sink. Mr
Annan disagreed that small nations did not have as much leverage or power as the
big nations as “bigness does not equal to greatness”. In my opinion, Singapore is an
apt example of that statement. Although it is just a little red dot, it certainly knows
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apt example of that statement. Although it is just a little red dot, it certainly knows
how to thrive well and survive amid the turbulence.

The 7th Secretary-General of the United Nations and counsellor for OYW Kofi Annan touched on various
topics plaguing the world.

Prior to the Summit, I have heard of Grameen Bank and how it has successfully
empowered others through microcredit and microfinance. Bank founder Professor
Muhammad Yunus spoke passionately about social business as a social conscience,
and urged the young leaders to continuously think of how we can be useful to others.
He set up Grameen Bank because he wanted a business that could solve problems in
a sustainable way. As opposed to charity where money is given to needy people,
Grameen Bank gives money to needy people and also receives money back from
them so that the money could be further circulated to help more needy people.
Through this process, it takes people out of welfare and makes them independent.
This was a novel idea that won Prof Yunus a Nobel Peace Prize in 2006. He had
combined his selflessness and entrepreneurship to bring about a positive impact to
the world.
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Singapore stands tall in the global arena.

DAY 2, NOVEMBER 20
The Friday afternoon was occupied by the External Breakout Session where Chartered
Accountants Worldwide delegates gathered to attend the session hosted by Ronan
Dunne, a Chartered Accountants Worldwide member and CEO of O2, the trading
name of Telefonica UK Limited. The session – Ethics of International Business with
Chartered Accountant Worldwide – spoke about the recent cases of unethical
practices among big corporates. We spoke at length about what is ethical and how
we, as individuals, have the power to pressure big corporates to be ethical in their
terms of businesses.
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O2 CEO Ronan Dunne, a Chartered Accountants Worldwide member (holding souvenir), with delegates
from the global grouping

The night was a wonderful memory of new friends, lively discussions, and a
sumptuous meal, complemented by a live band performance. It was evident that the
delegates enjoyed themselves very much. I had the opportunity to meet the Governor
of Bangkok to personally thank him and his dedicated team for extending their warm
hospitality to all of us in Bangkok.
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Saying “thank you” to Bangkok Governor Sukhumbhand Paribatra and his dedicated team

DAY 3, NOVEMBER 21
The third and final day of the event was packed with loads of inspirational speeches
as well. One of the memorable speeches was delivered by former Islamist Maajid
Nawaz, Founder of Quilliam Foundation. In light of the recent terrorist attacks in
Paris, he offered his insights into the mindset of extremists and the radicalisation by
terrorist organisations in many parts of the world. He said, “There is no religion of
peace. There is no religion of war. There is only religion.” Indeed, intolerance creates
division. Singapore promotes religious harmony, which we sometimes take for
granted. If there is one thing that I learnt from these inspiring speakers, it is to never
ever take religious harmony for granted.
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Former Islamist and Quilliam Foundation Founder Maajid Nawaz helmed the plenary session on “Peace &
Security”

The Summit was concluded with an equally spectacular closing ceremony in
Chulalongkorn University, the top university in Thailand. We were welcomed by
Doctor Pirom Kamolratanakul, President of the University. The Summit was then
officially handed over to Jim Watson, Mayor of Ottawa, where the OYW Summit 2016
will be held.
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OYW closing ceremony at Chulalongkorn University

The closing ceremony afterparty at the university was filled with a delectable buffet
spread and loads of entertainment. All in all, it ended on a high note with many
magical memories for all the delegates.
The next day, before we departed for our respective countries, the Chartered
Accountants Worldwide delegates met for the last time for a group hug. We talked
about what we had learnt at the Summit and how we were inspired by the many
young leaders and global leaders alike.
OYW Summit 2015 was a great event. It has taught me that we can learn a lot from
each other. Interacting with people who have the same drive and passion will bring
out the innovation in you. The networking and friendship do not end when the
Summit ended. In fact, it is just the beginning. I left Bangkok feeling more empowered
and more enriched in terms of what I know and what I can do. It is impossible to
pinpoint all the learning points throughout the Summit but it is definitely one of the
most memorable experiences I have had. I would encourage young people to attend
the Summit and be as equally inspired.
For more information about the Summit, please visit One Young World

Indora Tanudin is Senior Associate, General Assurance, PwC Singapore.
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Cruise Control in Tax

BY

FELIX WONG

KEY TAX AREAS TO KEEP AN EYE ON
2015 was a momentous year of milestones in the tax arena. G20 finance ministers
endorsed the Organisation for Economic Co-operation and Development (OECD)’s
Base Erosion and Profit Shifting (BEPS) package of measures for the reform of
international tax rules; companies were explicitly required by Inland Revenue
Authority of Singapore (IRAS) to prepare contemporaneous transfer pricing (TP)
documentation to substantiate their related party transactions, and embracing
technology, companies were able to e-file their Forms C to IRAS.
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technology, companies were able to e-file their Forms C to IRAS.
As you venture into 2016, here are some key tax areas to keep an eye on:

1) BASE EROSION AND PROFIT SHIFTING
BEPS has been in the spotlight of international taxation for a number of years now,
and it is expected to remain a key issue in the global tax landscape over the next few
years.
While the BEPS actions are wide-ranging, it is important to note that they are not
legally binding. Individual countries may choose to adopt specific BEPS actions
(possibly with local variations) to suit their respective needs. Consequently, there are
risks that some countries, in their attempts to address their own concerns, may take
unilateral actions which could lead to harmful trade and investment barriers (such as
double taxation).
As the tax regime in each jurisdiction evolves and the BEPS initiative shifts gear from
discussion to implementation (or not), finance and tax executives need to keep
themselves updated and be ready to act in this time of rapid changes. It is imperative
for companies to keep track of the changes in tax legislations and tax treaties of the
various jurisdictions that they have a presence in, and critically evaluate how these
changes may affect them.
For example, a Chief Financial Officer (CFO) may be interested to know how a tax
treaty between Singapore and its major trading partner is amended in view of BEPS,
and how the amendment may affect the company. A tax consultant or an auditor, on
the other hand, may be interested to learn more about the key risk areas of BEPS so
that he may be equipped with adequate knowledge to assess the tax risks of his
clients.
Accredited Tax Advisor (Income Tax & GST) Fang Fang, Board Member of the
Singapore Institute of Accredited Tax Professionals (SIATP), commented, “The OECD’s
BEPS recommendation introduced tectonic changes in the global tax compliance
environment. The mere understanding of compliance is evolving as countries decide
on the extent they adopt the BEPS measures. Tax professionals here must have their
fingers on the pulse of changes in the various jurisdictions. Regular dialogue between
the tax profession and relevant authorities, and effective engagement with
stakeholders to translate these changes into a coherent and coordinated course of
action, will be critical.”
One of the key takeaways from the Singapore Accountancy Convention 2015 for
organisations is to be aware of the tax risks of BEPS, prepare early and ensure that
their operations are backed by genuine commercial substance. It may also be helpful
to seek assistance from tax authorities if there are incidences of double taxation.
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“The OECD’s BEPS recommendation introduced tectonic changes in the
global tax compliance environment. The mere understanding of
compliance is evolving as countries decide on the extent they adopt the
BEPS measures. Tax professionals here must have their fingers on the
pulse of changes in the various jurisdictions.”
FANG FANG, Board Member, SIATP

2) TRANSFER PRICING
In early 2015, IRAS updated its TP Guidelines to provide more comprehensive
guidance on the application of the arm’s length principle, TP documentation
requirements, as well as dispute resolution methods such as Advance Pricing
Arrangement (APA) and Mutual Agreement Procedure (MAP). This update, IRAS’ first
since 2006, signalled its renewed focus on the topic.
Following the update in 2015, IRAS has recently published another update to its TP
Guidelines on 4 January 2016. The Singapore tax authority’s recent focus on TP is
consistent with the global trend.
Based on EY’s 2014 Global Transfer Pricing Tax Authority Survey, tax authorities
around the world have continued to increase their TP resources. This has resulted in
a general increase in the number of TP inquiries and audits, as well as an increase in
the number of countries with formal APA programmes available.
In view of the global focus on TP by tax authorities around the world, it is important
that companies plan ahead and be prepared to substantiate to the tax authorities
that their intercompany transactions are reasonably priced.
Supportable TP policies based on the arm’s length principle[1] should be developed
to ensure that intercompany transactions are reasonably priced. In addition,
companies would be wise to make sure that adequate TP documentation is prepared
to meet the compliance requirements (where applicable) of each jurisdiction in which
they have a presence. Overall, it is essential that companies’ TP policies and TP
documentation must be reflective of their operations.

In view of the global focus on transfer pricing by tax authorities around
the world, it is important that companies plan ahead and be prepared
to substantiate to the tax authorities that their intercompany
transactions are reasonably priced.

While having sound and consistent TP policies allow companies to demonstrate the
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While having sound and consistent TP policies
allow
methodologies based on which their intercompany transactions are priced, tax
authorities may ultimately disagree with the companies’ methodologies and make
adjustments to their transfer prices. To minimise TP adjustments and improve the
level of certainty at the onset, companies may wish to take advantage of the
increasing number of countries with formal APA programmes and consider applying
for an APA.

2/10/2016

An APA is essentially an agreement made in advance regarding the pricing of a
taxpayer’s related party transactions for a specific period of time. When an APA
agreement is reached between an organisation and the tax authority(s) – be it a
unilateral, bilateral or multilateral APA – the pricing of the organisation’s related party
transactions should no longer be disputed by the respective tax authority(s). This is
unless the organisation fails to comply with the terms and conditions of the APA
agreement.
In the event that a foreign tax authority insists on making TP adjustments and double
taxation arises as a result, the company may try to apply to IRAS for a MAP. Under a
MAP, IRAS would enter into discussions with Singapore’s tax treaty partners to
eliminate double taxation arising from TP adjustments.

3) TAX TRANSPARENCY AND DISCLOSURE
Enhanced transparency and disclosure of tax-relevant information have been the
subject of much debate. On the one hand, tax authorities are pushing for greater
transparency and disclosure in their attempts to curb (perceived) harmful tax
practices. On the other hand, companies are worried that the additional disclosures
made may be misused by tax authorities, or that sensitive information may end up in
the public domain.
Notwithstanding, various initiatives such as the internationally-agreed Standard for
Exchange of Information (EOI) for tax purposes, the US-centric Foreign Account Tax
Compliance Act (FATCA) and the OECD’s recommendation for Country-by-Country
Reporting (CbCR) are shifting the international tax landscape towards one direction,
that is, towards greater tax transparency and disclosure. The shift towards greater
transparency and disclosure is set to increase companies’ compliance burden. For
example, when the proposed CbCR is implemented, companies would be required to
disclose key aspects of their global tax profiles to tax authorities for risk identification
purposes. This would entail collecting financial information across the entire
organisation and ensuring that the information is consistent and coherent. The
additional compliance requirement could be significant and could put a strain on
companies’ resources, both in terms of higher business costs and heavier load on
manpower.
To effectively deal with CbCR or any other new compliance requirements, it would be
advisable for companies to perform a review of their existing systems and processes,
and where necessary, be prepared to invest additional resources to meet the
requirements. It is essential to reassess the company’s tax risk profile and tax policy,
especially for organisations with presence in multiple jurisdictions. In such times of
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2753
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jurisdictions. In such times of
evolving developments, it would be ideal for finance and tax executives to continually
share their experiences with peers and learn from industrial best practices through
the myriad of programmes organised by the national bodies and other key
organisations.
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To add to the whirlwind of tax developments, a cornucopia of technology
advancements is reinventing the business landscape and the way business is done.
These have, in some cases, questioned the basis of various established tax principles.
The global tax landscape is changing at a great pace. It is time to come back to base
and rein in all resources. Strap in for the ride ahead – learn the unlearnt, and possibly
even relearn the learnt. Keep a lookout for the key tax areas relevant to your
business and be in cruise control in 2016. May the Force be with you.

Felix Wong is Tax Manager, SIATP. For more tax insights, please visit SIATP.
[1]

The arm’s length principle requires that transfer prices between related parties are
equivalent to prices that unrelated parties would have charged under the same or
similar circumstances.
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Thailand: A Lacklustre Recovery

BY

LESTER GUNNION
Thailand’s economic recovery has been uninspiring. Economic growth continues to be
reined in by weak private consumption and investment, and the absence of growth in
exports. Household debt remains perilously high, and the country’s future political
path is still uncertain. Consequently, consumer confidence has tumbled, declining for
eight consecutive months to a 15-month low in August 2015. On the external front,
weak demand has stymied growth in exports. Further cause for concern stems from a
slowing Chinese economy, the devaluation of the yuan, and the impending interest
rate hike by the US Federal Reserve.
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2756
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Thailand’s weak economic performance over the first half of the year resulted in the
Bank of Thailand (BOT) lowering its annual growth forecast for 2015. Factors
promoting growth through the near term such as a recovery in tourism, low oil prices,
and an accommodative monetary policy are likely to be overshadowed by the
downside risks to overall economic performance. It is therefore likely that the BOT
will further lower its forecast for GDP growth in 2015.

A WEAK FIRST HALF RESULTS IN LOWER ANNUAL GROWTH FORECAST
Thailand’s economy grew 2.9% year-over-year in the first half of 2015. However, the
weak base for calculating year-over-year growth in 2015 (weak growth in 2014)
misrepresents the actual state of the economy (Figure 1). Quarter-over-quarter
figures reveal a more realistic picture. On a quarter-over-quarter seasonally-adjusted
basis, growth in Q1 slowed to just 0.3% from 1.1% in the previous quarter. Growth in
Q2 was marginally better than in Q1 but still weak at just 0.4%.1 Weak economic data
resulted in the BOT revising its annual growth forecast for 2015 to 3.0% from an
earlier estimate (April 2015) of 3.7%.2 The likelihood of further downward revision
remains high.
Figure 1: Private consumption index, % change year-on-year

Source: Haver Analytics Deloitte Services LP economic analysis

PRODUCTION FIGURES REMAIN WEAK
On a quarter-over-quarter seasonally-adjusted basis, the agriculture sector declined
1.5% in Q1, followed by a further decline of 1.0% in Q2 (Figure 2). This sector is
significant, as the livelihood of Thailand’s large rural population (more than 50% of
the total population) is either directly or indirectly linked to agriculture. The sharp
decline in agriculture is a result of the El Nino-fuelled drought that affected several
provinces in Thailand. A further blow to the sector came from low global prices for
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provinces in Thailand. A further blow to the sector came from low global prices for
the country’s major crops, namely, rice, rubber and sugar. In the non-agriculture
sector, manufacturing declined 0.5% in Q1 and 1.8% in Q2 as both internal and
external demand remain weak. The surge in construction in Q1 failed to spill over into
Q2.
Figure 2: Thailand’s major exports, % change year-on-year

Source: Haver Analytics Deloitte Services LP economic analysis

EXPENDITURE GROWTH REMAINS SLUGGISH
On a quarter-over-quarter seasonally-adjusted basis, private consumption
expenditure has improved since a weak fourth quarter last year. Growth has edged
up from -1.3% in Q4 to 0.7% in Q1 and then to 1.0% in Q2. Though the improvement
is encouraging, growth in private consumption remains too weak to make a
significant contribution to GDP growth. Weak private consumption stems from a
decline in consumer confidence. The consumer confidence index compiled by the
University of the Thai Chamber of Commerce fell to 72.3 in August 2015, the lowest
level since May 2014 when military rule began.3 In Q2, both private and public
investment declined, reversing growth in Q1. Private investment declined by 3.1%,
while public investment declined by 8.8%. As a result, total fixed capital formation
declined 3.7% quarter-over-quarter in Q2, after growing 6.9% in Q1. Trade was also
weak in the first half of the year. Exports contracted 3.9% in Q1 and 1.0% in Q2.
Imports fell by 0.6% and 2.2% respectively.
Figure 3: Thailand’s household debt, % of disposable income
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Source: Oxford Economics, Deloitte Services LP economic analysis

THAILAND’S EXPORT WOES ARE LINKED TO AN UNEVEN GLOBAL RECOVERY
Export growth is critical to the success of Thailand’s economy. Exports account for
more than 60% of Thailand’s GDP.4 However, Thailand’s exports have shrunk over the
last two calendar years and are likely to shrink this year as well. The BOT forecasts a
drop in exports of more than 1.5% 2015.5 Exports in terms of US dollars have fallen
every month for the first seven months of 2015, declining 7.7% in June from a year
ago, the largest drop since late 2011.6 Thailand’s weak export performance is likely
linked to the uneven recovery of the global economy. Exports to China, Thailand’s
largest trading partner, accounted for 11% of total exports in 2014. Exports to the
United States, European Union, and Japan accounted for 10.5%, 10.3%, and 9.6% of
total exports in 2014, respectively.
Furthermore, the Association of Southeast Asian Nations (ASEAN) accounted for 26%
of Thailand’s total exports in 2014. Strikingly, in the first half of 2015, Thailand’s
exports to almost all its major trading partners declined relative to the same period a
year ago. Exports to China fell 7%, while exports to the European Union and Japan fell
7% and 6.6% respectively. A slowdown in China has far-reaching effects, indirectly
resulting in Thailand’s exports to ASEAN shrinking by 4.2% in the first half of 2015.
China’s recent devaluation of the yuan is yet another concern for Thai exporters, as a
weaker yuan is likely to weaken the purchasing power of China’s importers.
Figure 4: Average annual potential GDP growth, %
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The only bright spot for Thailand’s exports is the United States, which climbed 4.1%
from a year ago in the first half of 2015. Another factor behind Thailand’s weak export
performance is that some of its electronic exports are outdated in terms of
technology. For example, Thailand is the world’s second-largest producer of hard disk
drives. However, hard disk drives, used primarily in personal computers, are being
replaced by solid state drives that are used in tablets. Electronics are the largest
component of Thailand’s export portfolio (14.6% of total exports in 2014). Year-overyear growth in electronics exports averaged more than 8% between 2005 and 2010
but slowed to -0.2% from 2011 to 2014. Weak growth has continued into 2015 as well
(-1.4% in the first half of 2015).
Thailand will need to get a foothold in the high-tech supply chain if it is to register
growth in this segment. This will be a challenge as manufacturers move to countries
such as Vietnam and the Philippines where labour is cheaper. Thailand’s automotive
sector has not fared much better. Automotive exports grew 0.7% in the first half of
2015 after registering just 0.1% growth in 2014. Furthermore, agriculture and related
sector exports contracted by 6.3% in the first half of 2015, continuing from a 1.9%
contraction in 2014.

DOWNSIDE RISKS ARE LIKELY TO OVERSHADOW THE POSITIVES
Factors such as political uncertainty, high household debt, the possibility of a further
slowdown in China, and an impending hike in interest rates in the United States are
likely to overshadow the drivers of near-term growth in Thailand. A rebound in
tourism, though positive, is largely due to Chinese tourists, who accounted for a fifth
of all international visitors in 2014. Further weakening of the yuan and a sharper
slowdown in China could reverse the trend.
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2756
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The recent bomb blast in the capital city is also likely to have a negative impact on
tourism. Similarly, the positive effect of low energy prices and accommodative
monetary policy (the BOT cut the policy interest rate to 1.5% in April) are benign due
to the indebtedness of Thai households (86% of GDP at the end of 2014),7 political
uncertainty, and weak external demand. Lastly, a hike in short-term interest rates in
the United States in the near term could exacerbate capital flight, further weaken the
baht, and reduce foreign investment. Though a weaker baht would benefit exporters
and add some much-needed inflationary pressure, a combination of downside risks
makes robust economic growth a highly unlikely prospect in the near term.

THAILAND NEEDS TO BOLSTER GROWTH THROUGH INVESTMENT
Near-term prospects of GDP growth remain modest at best, and growth over the
coming years remains a long-term concern. Thailand is currently Southeast Asia’s
second largest economy. However, Thailand’s potential growth over the next decade
lags behind regional competitors. The administration at the helm of affairs will need
to boost potential GDP growth through investment. Public investment assumes
importance in the absence of historical drivers of growth such as private
consumption and exports. Investment should be focused on improving infrastructure
and boosting productivity through higher value addition.
Figure 5: Total fixed investment, % share of GDP

Source: Oxford Economics, Deloitte Services LP economic analysis

A clear roadmap to improve infrastructure will help keep foreign investment from
flowing out of Thailand to its neighbouring competitors. Similarly, improved
productivity will help keep Thailand’s export-oriented model competitive. Any
progress, however, will depend heavily upon how Thailand addresses its internal
problems, not least among which is the need for a stable polity.
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2756
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Lester Gunnion is an economist and a senior analyst at Deloitte Research, Deloitte
Services LP. This article originally appeared in Asia Pacific Economic Outlook, Q4
2015, Deloitte University Press. Copyright © 2015 Deloitte Development LLC. All rights
reserved. Reprinted by permission.
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Audit Not a Substitute for Good Corporate
Governance

BY

TITUS KUAN AND ANG SOON LII

CHALLENGES IN AUDITING NON-PROFIT ORGANISATIONS
Recent high-profile cases of financial irregularities in certain non-profit organisations
(NPOs) have once again shone the spotlight on the role of the auditor in such cases
and how such matters can be prevented.
NPOs such as charities, associations and religious bodies exist to serve a specific
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2750
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cause rather than to generate profits. The audit is often more challenging than that of
a commercial organisation. There would be unique circumstances that are absent in a
typical profit-driven entity. The generation of monies does not require a delivery of a
good or service, hence, it may be more difficult to account for the funds received
from the public.
For instance, many NPOs receive funds which are restricted to certain usage as prespecified by the respective donors. An NPO which is a religious organisation may
have received millions of dollars for new building facilities. To ensure that the
restricted funds are utilised for the right purpose, usage of these restricted funds
should be carefully monitored and unutilised amounts separately tracked in the
financial statements. An auditor would need to understand the nature of such
arrangements between the NPO and their donors when carrying out the audit.
Similarly, as the source of income is dependent on donations, it is important that the
funds are not misused. Charities are required under the relevant Charity Regulations
to use any donations received according to the objectives that were communicated to
donors. Donations are public monies and it is only right that charities should be held
accountable on how the donations are utilised. Auditors of charities need to be
cognisant of such regulations when conducting their audits.
Management intent on committing fraud also have more tricks up their sleeves, for
example, creating shell companies with no commercial substance and entering into
convoluted transactions with them. Misrepresentation and concealment of facts can
happen.

DEFINING THE ROLES
Even though the financial statements are reviewed by the external auditor, it does
not absolve the preparers of their responsibilities. Management is still primarily
responsible for maintaining proper financial records and preparations of the financial
statements. It is imperative that they constantly remind themselves of the need for
high ethical conduct, knowing that they are the custodian for public funds.
Governing board members of NPOs are required to act in the best interests of the
NPOs and be actively involved in the management and decision-making process. They
are required to establish good governance practices that increases transparency and
accountability, and exercise strict control over financial matters of the NPOs to
ensure that charitable funds and assets are used reasonably, and only for the
furtherance of the NPOs’ objectives. They are also required to ensure proper
management of the NPOs to prevent abuse and conflict of interest.
During instances of fraud, the auditor may be questioned by the governing board for
not detecting the fraud. In our view, this is counter-productive since it does not
address the root of the problem – poor governance practices, which is the
responsibility of the governing board.

“SNIFFING OUT” FRAUD
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“SNIFFING OUT” FRAUD
An audit is not meant to be a fraud investigation, and it is not the primary objective of
the auditor to “sniff out” fraud during an audit. Nonetheless, an auditor is required by
the auditing standards to identify and assess the risk of material error in the financial
statements as a result of fraud and any fraud risk. For instance, the auditors are
required to evaluate if the NPO’s risk management framework is effective in
preventing misstatements.

… while auditors are not expected to be able to detect all financial
irregularities, they are required to identify control weaknesses that
could lead to the proliferation of financial fraud.

In other words, while auditors are not expected to be able to detect all financial
irregularities, they are required to identify control weaknesses that could lead to the
proliferation of financial fraud. Also, auditors should conduct the audit with
professional scepticism. They should remain vigilant and be on the look-out for telltale signs that something is amiss when they are performing the audit.
One key warning sign is evidence of familiarity between the NPO and its business
associates, as it could be a sign that the key relationships have not been completely
disclosed to the auditor.
Once the auditor detects such tell-tale signs, he should amend or extend the scope of
the original auditing procedures to substantiate their suspicions. Dive deeper into the
issue, seek corroborative evidence and incorporate an element of unpredictability.
If the NPO had diverted the use of its building funds into certain investments, an
auditor would have reason to be suspicious if he discovers that senior management
are close friends with the owners of the investee company, but this relationship was
not previously disclosed. Another example is when funds are used but for objectives
that are not aligned with the mission and directives of the NPO.
To prevent misuse of restricted funds, an auditor should properly understand the
nature and use of the money contributed by donors. They should also perform
procedures to check if these funds were properly utilised. Alarm bells should be
raised if the auditor noted that funds allocated to building new facilities have been
diverted to other usage, such as investments that are not commercially sound.
Examination of projections and forecasts is another way by which misuse of funds
could be detected. In the same scenario, the auditor could detect that something was
amiss when he noted that projections for the investments were overly optimistic as
compared to current market conditions.

CONCLUSION
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CONCLUSION
While the objective of an audit is not meant to detect fraud, it still acts as a deterrent.
However, the auditor must be conscious not to turn it into a check-and-tick exercise;
he must demonstrate professional judgement and scepticism, especially for audits
involving NPOs.
An audit should not be taken as a substitute for good corporate governance, which is
putting in place a proper system of checks and balances to prevent and detect
fraud. That is the responsibility of the governing board – not the auditor’s.

During instances of fraud, the auditor may be questioned by the
governing board for not detecting the fraud. In our view, this is counterproductive since it does not address the root of the problem – poor
governance practices, which is the responsibility of the governing
board.

Titus Kuan is Director, and Ang Soon Lii is Manager, Technical Advisory and
Professional Standards, ISCA. An edited version of this article was published in The
Business Times on 8 January 2016.
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Enhanced Auditor Reporting

BY

ALIMA BANU AND KAIZAD J. MEDORA

NEW AND REVISED AUDITOR REPORTING STANDARDS
On 30 July 2015, ISCA released the following new and revised auditor reporting
standards in Singapore:

+
+
+

Singapore Standard on Auditing (SSA) 700 (Revised) Forming an Opinion and Reporting on
Financial Statements;
New SSA 701 Communicating Key Audit Matters in the Independent Auditor’s Report;
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SSA 705 (Revised) Modifications to the Opinion in the Independent Auditor’s Report;
SSA 706 (Revised) Emphasis of Matter Paragraphs and Other Matter Paragraphs in the
Independent Auditor’s Report;
SSA 570 (Revised) Going Concern, and
SSA 260 (Revised) Communication with Those Charged with Governance.

Additionally, in November 2015, ISCA issued SSA 720 (Revised) The Auditor’s
Responsibilities Relating to Other Information. These standards are based on the new
and revised auditor reporting International Standards on Auditing (ISAs) issued by the
International Auditing and Assurance Standards Board (IAASB), to enhance auditor
communication in response to investors’ call for the auditor’s report to be more
informative and relevant.
While all the enhancements have their own value, undoubtedly, the new report
section communicating key audit matters (KAMs) is expected to be the most impactful
and insightful. This will be applicable to all listed entities and is expected to cover a
description of the KAMs and how the matter was addressed in the audit.

LEARNING FROM THE UK EXPERIENCE
The United Kingdom responded earlier to calls for greater transparency in financial
reporting, in 2012. Annual reports had to include a separate report about the work of
audit committees (ACs), including the significant issues considered by the ACs in
relation to the financial statements and how these issues were resolved. The new
auditor reporting requirements in the UK, introduced in 2013, were therefore
complementary to the changes in corporate governance requirements.
The new UK auditor reporting requirements, while similar to international standards,
apply to the premium listed companies and the auditor needs to include key audit
input judgements, including materiality and group scoping. No illustrations were
available when the new requirements were introduced as there was concern that
publishing illustrations would establish norms and stifle innovation. Consequently,
different audit firms developed their own reporting styles. The key observations
made by the UK Financial Reporting Council (FRC) after the first reporting season
from its survey of 153 audit reports included the following:

+
+
+
+

most reports disclosed between three and six risks;
asset valuation and impairment, taxation and goodwill impairment were the most reported;
descriptions of risks and responses varied in extent and some included conclusions, and
less standardised, non-technical language was used.

Both the UK FRC and the investor community acknowledged that the efforts under
the new reporting regime were a good start. The most valuable aspect of the reports
for investors was the discussion of risks and areas of particular focus. Users were
keen to hear the auditor’s perspective on risks – what the key areas of risk are, why
they are important, how the auditor responded to the risk and what the auditor
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2763
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The most valuable aspect of the reports for investors was the
discussion of risks and areas of particular focus. Users were keen to
hear the auditor’s perspective on risks – what the key areas of risk are,
why they are important, how the auditor responded to the risk and
what the auditor found.

The UK FRC also made some recommendations which were quickly adopted in the
second reporting season:

+
+
+
+

increase granularity of risk reporting;
make clearer the linkage of risks and description of how these influenced the audit scope;
include “standard risks” only if these had a great impact on audit strategy, resources and effort,
and
ensure descriptions of auditor’s responses are consistent with the evidence of the work actually
performed.

The UK implementation and the field testing and pilots in other countries have
highlighted the challenges involved in implementing the new reports. Some of the
lessons learnt include:

+
+
+

+
+

Begin with the end in mind Auditors need to be thinking about the auditor reporting process
from the very outset of the audit. A good risk analysis and scoping is the starting point for
reporting.
Anticipate the time involved Multiple iterations and review of the audit report needs to be
factored into the audit planning. Discussions on the report may also lead management teams to
decide to enhance or change their disclosures.
Engage management and AC The selection of KAMs begins with the matters discussed with the
AC. In most audits, discussions on what the audit report might look like and the matters it might
discuss started very early, with a number of conversations taking place before the reports are
ultimately finalised.
Getting the KAMs right is challenging While most auditors intuitively know which matters are
the most significant, it is important to describe them clearly, being precise about what the
particular matter is, clearly articulating why the audit focused on it and how the audit addressed it.
Write with the audience in mind The challenge is to draft succinct KAMs that address the
technical aspects in easily understandable language. It would need to be critically reviewed from
outside the audit team, including the engagement quality control reviewer and a central technical
team.

While most auditors intuitively know which matters are the most
significant, it is important to describe them clearly, being precise about
what the particular matter is, clearly articulating why the audit focused
on it and how the audit addressed it.
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2763
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KEY AUDIT MATTERS: NOT A ONE-STEP PLAN
Figure 1: Expected common internal processes for audit firms

Identifying KAMs
A starting point for identifying what KAMs are to be reported would be the
information that auditors are required to communicate with Those Charged with
Governance (TCWG). Practically, this would be the areas of audit focus. The auditor is
required to explicitly consider:

+
+
+

The areas of higher assessed risks of material misstatement, or “significant risks” identified in
accordance with SSA 315;
Significant auditor judgements relating to areas in the financial statements that involved
significant management judgement, including accounting estimates that have been identified as
having high estimation uncertainty;
The effect on the audit of significant events or transactions that occurred during the year.

Quality control and internal review
Engaging the Quality Control function within the firm is critical. The independent
review process would challenge the engagement team’s selection of KAMs, be it
about their inclusion or exclusion. Once selected, further review would also be
required in ensuring that the description of the KAMs:

+
+
+
+

Relates the matter directly to the specific circumstances of the entity, while avoiding generic or
standardised language;
Does not imply that the matter has not been appropriately resolved by the auditor in forming the
opinion;
Takes into account how the matter is addressed in the related disclosure(s) in the financial
statements, if any;
Does not contain or imply discrete opinions on separate elements of the financial statements
(piecemeal option).

Challenges expected to be faced by auditors
The bulk of the challenges are expected to come from exercising significant
professional judgement in applying SSA 701, additional audit documentation that
comes with exercising professional judgement, describing the KAMs to the
satisfaction of management and TCWG, and complying with the essence of the
standard around clarity and sufficiency of the language to enable user
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standard around clarity and sufficiency of the language to enable user
comprehension and increased costs, especially around time spent by senior
engagement team members.
Lengthening of the audit process and increased effort
Increased communication with auditors on KAMs and going concern in the auditor’s
report. There will undoubtedly be potential disagreement on KAMs identified and
choice of wordings to describe the KAMs and disagreement on opinion on going
concern.
Concerns of how the KAMs are interpreted by users
Misconception that a KAM is a problem. Descriptions of the KAMs can also create
confusion. They can be perceived to be open-ended and have “no closure”, that is,
with just the description of the KAMs and what the auditor has done; there is no
requirement to comment on the auditor’s findings as that is encompassed in the
overall opinion.
Shareholder interaction
Shareholders may query the basis of the selection of matters communicated with the
AC to be disclosed as KAMs.
Growing interest in enhancing public reporting by the AC
As there is currently no framework for the AC to comment on the KAMs in the annual
report, there will be limitations in communicating the KAMs and the interactions
between the AC and the auditors around KAMs.

RESPONSIBILITIES RELATING TO OTHER INFORMATION
Significant developments in corporate reporting, as well as the importance ascribed
by users to the information in annual reports, have led to changes to the standard on
the auditor’s responsibilities relating to other information. The changes are effective
for periods ending from 15 December 2016.
The key changes to the standard, SSA 720, can be summarised as follows:

+
+
+

Linkage to annual report;
Reference to auditor’s knowledge obtained in the audit, and
Reporting in a new section of the auditor’s report.

Figure 2: Key changes to SSA 720

While the revised SSA 720 provides guidance on what would constitute Other
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While the revised SSA 720 provides guidance on what would constitute Other
Information and what would not, the auditor needs to determine this for each entity,
in view of differences in the type and extent of information included in annual reports
among entities. The changes to the auditor’s efforts can be summarised here:
Figure 3: Changes to the auditor’s efforts

Auditors should appreciate that challenges will arise. In lieu of these challenges, be
prepared and start engaging TCWG as soon as possible. The IAASB’s Auditor
Reporting page has several resources for auditors to promote awareness,
understanding and effective implementation of the new and revised Auditor
Reporting standards.

Alima Banu is Associate Director, PwC; Kaizad J. Medora is Senior Manager, Deloitte
Singapore. The writers would like to thank Shariq Barmaky, Chairman of ISCA’s
Auditing and Assurance Standards Committee (AASC) and Partner of Deloitte
Singapore, and Hans Koopmans, Deputy Chairman of AASC and Partner of PwC for
their support for this article.
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ISCA SUPPORT IASB’S PROJECT TO REVISE THE CONCEPTUAL FRAMEWORK FOR
FINANCIAL REPORTING
ISCA envisaged the Conceptual Framework to be sufficiently resilient and robust so as
to serve as a solid foundation for high quality financial reporting standards.
ISCA noted IASB’s intention to make significant improvements to the Conceptual
Framework without delay by building on the existing Framework. However, ISCA
believes that IASB should take this opportunity to consider some fundamental
aspects of the Conceptual Framework, specifically the concept of financial
performance and basis for other comprehensive income.
ASC ISSUES AMENDMENTS TO SFRS FOR SMALL ENTITIES AND AMENDMENTS TO
ASC STATEMENT ON APPLICABILITY
These amendments are effective for annual periods beginning on or after 1 January
2017. Earlier application is permitted.

ISCA ISSUES AMENDMENTS TO APPENDIX 3 OF AGS 1
AGS 1 is a compilation of commonly used sample independent auditor’s reports.
Specifically, this revision deals with the reports issued under the SSAE 3000
framework pursuant to the revisions of SSAE 3000 in May 2015. The amended sample
assurance reports in Appendix 3 are effective for assurance reports dated on or after
15 December 2015.

ISCA ISSUES ETHICS PRONOUNCEMENT (EP) 100 CODE OF PROFESSIONAL
CONDUCT AND ETHICS
Pursuant to the recent updates to the Code of Ethics for Professional Accountants by
1/2
IESBA and the revised Code of Professional Conduct and Ethics for Public Accountants
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IESBA and the revised Code of Professional Conduct and Ethics for Public Accountants
and Accounting Entities by ACRA in 2015, ISCA has issued its revised Code of
Professional Conduct and Ethics in the form of EP 100, which is effective from 1
January 2016.
AML/CFT: UPDATED TERRORIST ALERT LIST AND TARGETED FINANCIAL
SANCTIONS FOR SCREENING
The Terrorist Alert List sets out the names and other identification details of persons
who are known to have been involved in terrorism or terrorism financing-related
activities. This list is continuously updated and should be used by professional
accountants for screening. Only ISCA members can access the list. Members should
look out for ISCA alerts on any updates to the list. Members are also encouraged to
subscribe to the Monetary Authority of Singapore’s targeted financial sanctions
website for updates on changes to the lists of United Nations-designated individuals
and entities.

ACRA ISSUES FINANCIAL REPORTING PRACTICE GUIDANCE NO. 2 OF 2015
ACRA has issued Practice Guidance No. 2 of 2015 which highlights the 10 areas of
review focus under the Financial Reporting Surveillance Programme for FY 2015
Financial Statements. The practice guidance serves to guide directors and other
financial statements preparers on some of the areas of potential misstatements in
the financial statements, such as the impairment assessment of long-life assets, the
breaches of borrowing covenants, impact from foreign currency movements, and the
control assessment over investees.
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TECHNICAL EXCELLENCE
GOODWILL ACCOUNTING

Don's Column: Goodwill Accounting

BY

NG ENG JUAN

A CONCEPTUAL APPROACH
Goodwill accounting is arguably one of the most contentious accounting issues in the
preparation and presentation of consolidated financial statements. The accounting
treatment for goodwill as provided for in accounting and financial reporting
standards has changed several times over the years.
In the 1980s and 1990s, goodwill accounting was provided for in Statement of
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In the 1980s and 1990s, goodwill accounting was provided for in Statement of
Accounting Standard 22 (1986) Accounting for Business Combinations (SAS 22 (1986)),
which allowed goodwill to be either capitalised and amortised, or immediately
adjusted against the shareholders’ equity. Effective 1 October 2000, SAS 22 (1986)
was revised as Statement of Accounting Standard 22 (2000) Business Combinations
(SAS 22 (2000)), which mandated goodwill to be capitalised and amortised. Effective 1
July 2004, SAS 22 was superseded by Financial Reporting Standard 103 (2004)
Business Combinations (FRS 103 (2004)), which required goodwill to be capitalised,
subject to impairment test, but not subject to amortisation. FRS 103 (2004) was
subsequently amended in 2009 without any change made to goodwill accounting. The
extant financial reporting standard that governs goodwill accounting is Financial
Reporting Standard 103 (2009) Business Combinations (FRS 103), which requires
goodwill to be capitalised, subject to impairment test, but not subject to amortisation,
as in FRS 103 (2004).
The purpose of this paper is to propose a simple conceptual framework for goodwill
accounting.

NATURE OF GOODWILL
In FRS 103, goodwill is defined as “an asset representing the future economic benefits
arising from other assets acquired in a business combination that are not individually
identified and separately recognised” (Appendix A of FRS 103).
SAS 22 (2004) provided that goodwill should be recognised and measured as “excess
of the cost of acquisition over the acquirer’s interest in the fair value of the
identifiable assets and liabilities acquired as at the date of the exchange transaction”
(paragraph 41 of SAS 22 (2000)). FRS 103 contains similar provision in its paragraph
32.
Conceptually, goodwill is therefore the non-identifiable asset that an acquirer pays
for in a business combination. In other words, goodwill is the excess payment over
and above the amount paid for the identifiable assets and liabilities in a business
combination.

A PROPOSED CONCEPTUAL FRAMEWORK
A conceptual framework for goodwill accounting may look like this (Figure 1):
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Where there is an excess payment over and above the amount paid for the
identifiable assets and liabilities in a business combination, how this excess payment
(goodwill) should be accounted for conceptually should firstly be dependent on the
issue of whether “future economic benefits are expected to flow to the entity” (see
paragraph 4.4(a) of The Conceptual Framework for Financial Reporting (Conceptual
Framework) in relation to the definition of asset). If future economic benefits are
expected to flow to the entity, then the excess payment should be capitalised as an
asset; otherwise, the excess payment should be written off immediately.
In actual business combinations, excess payments are often made for future
economic benefits that are expected to flow to the entity in terms of synergy,
economy of scale, abnormal returns, etc. In accordance with the Conceptual
Framework, these excess payments should conceptually be capitalised as assets.
However, there are also business combinations where excess payments are made
mainly to outbid the competitors (some recent examples are Yeo Hiap Seng, and Asia
Pacific Breweries takeovers), rather than for future economic benefits expected to
flow to the entity. In these latter cases, the excess payments are very much like
incorporation expenses which should be written off when incurred.
In cases where the excess payments (goodwill) represent future economic benefits
that are expected to flow to the entity and are therefore capitalised as an asset, the
next issue to consider is whether the economic useful life of the asset is limited. If the
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2759
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economic useful life of the goodwill is deemed to be limited, the goodwill should
conceptually be subject to amortisation. If the economic useful life of goodwill is
deemed to be unlimited or indefinite, then conceptually, the goodwill should be
capitalised as a permanent asset subject only to impairment, but not subject to
amortisation.
In actual business combinations, some goodwill are expected to have indefinite
useful life (for example, any goodwill arising from the acquisition of, say, Coca-Cola
Company, will be expected to last for an indefinite period of time, either because the
initial goodwill is expected to give rise to future benefits for a very long period of
time, or because the initial goodwill is constantly replaced by new internallygenerated goodwill), whereas some goodwill are expected to have limited useful life
(for example, any goodwill arising from the acquisition of a high-tech entity may last
just as long as the shelf-life of its new high-tech products).
Thus, in the conceptual framework proposed above, goodwill may be (i) written off
immediately; (ii) capitalised and amortised, and (iii) capitalised as a permanent item
(subject only to impairment, but not subject to amortisation), depending on the
underlying situations.
In a business combination where the excess payment is not expected to give rise to
future economic benefits flowing to the entity, the excess payment should be “written
off immediately”. In a business combination where the excess payment is expected to
give rise to future economic benefits flowing to the entity but only for a limited period
of time, the excess payment (goodwill) should be “capitalised and amortised”. In a
business combination where the excess payment is expected to give rise to future
economic benefits flowing to the entity for an indefinite period of time, the excess
payment (goodwill) should be capitalised as a permanent item subject only to
impairment but not subject to amortisation.
It may be noted that all the three accounting treatments for goodwill accounting in
the above proposed framework have been adopted and mandated, either individually
or in combination, in the accounting and financial reporting standards over the years,
as mentioned at the beginning of this article.

CONCLUSION
In the framework proposed above, the accounting treatment for goodwill accounting
is situational in nature. Depending on the underlying (whether the excess payments
are expected to give rise to future economic benefits, and whether the economic
useful life is limited), the appropriate accounting treatment should be used.
In practice, however, it may not be easy to discern whether the excess payment is
expected to give rise to future economic benefits. Often, a certain portion of the
excess payment is for synergy (which will give rise to future economic benefits), and
the other portion is to outbid the competitors (which may not give rise to future
economic benefits). Further, it is often difficult to predict and to measure the time
period during which future economic benefits are expected to flow to the entity. Also,
http://journal.isca.org.sg/#!edition/editions_feb2016/article/page2759
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The framework for goodwill accounting proposed above is conceptually sound and
easy to understand, even though goodwill accounting can be very contentious in
practice. An appreciation of the conceptual underpinning of the accounting
treatments as discussed in this paper is useful to the understanding of the goodwill
accounting treatment adopted and provided for in the financial reporting standards.
Look out for “Goodwill Accounting: Some Measurement Issues”, where I will be
discussing selected measurement issues in relation to goodwill, and suggest some
solutions.
Ng Eng Juan is Associate Professor of Accounting, Nanyang Technological University.
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1. In “Enhanced Auditor Reporting”, the new report section communicating Key Audit
Matters is expected to be the most impactful and insightful.
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Matters is expected to be the most impactful and insightful.
A True
B False
2. In “Cruise Control in Tax”, to minimise transfer pricing adjustments and improve
the level of certainty at the onset, companies could take advantage of the increasing
number of countries with formal Advance Pricing Arrangement (APA) programmes
and consider applying for an APA.
A True
B False
3. In “Technical Highlights”, the Terrorist Alert List sets out the names and other
identification details of persons who are known to have been involved in terrorism or
terrorism financing-related activities. This is a finite and fixed list that is not expected
to change in the next two years.
A True
B False
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Teo Wei Zhen, Ryan
Sxxxx974-C
Yeap Hui Lin, Adalyn
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Answers for January quiz: (1) D, (2) C, (3) A
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