IS
July 2016

Chartered
Accountant

IS CHARTERED ACCOUNTANT

STAY HUMBLE,
STAY CURIOUS

ISCA Member
Dennis Tan, CFO,
DHL EXPRESS
(ASIA PACIFIC)

JU LY 20 16

ASEAN ECONOMIC
COMMUNITY
Trade And Investment
Opportunities

HELPING CHARITIES
DO GOOD BETTER

The Regulatory Framework
Of Charities

SUSTAINABILITY

REPORTING

SGX-LISTED COMPANIES TO
“COMPLY OR EXPLAIN”

30/06/2016

Always in Touch, Accountancy with Heart

Always in Touch, Accountancy with Heart

Dear members,
As the national accountancy body, the Institute’s vision is to be a globally recognised
professional accountancy body, bringing value to our members, the profession and the
wider community. To fulﬁl our diﬀerent roles well, it is crucial for us to be in tune with
what’s happening around us so that we can prepare for the impending changes. More
importantly, being in touch with industry and other related developments enables us to
ready our members for the impact of any changes, through to the ﬁner details of
implementation, so that members can continue to perform at the highest level of
professionalism.
The growing interest in sustainability reporting has implications for businesses as the
concept takes root in the boardrooms, and in the minds of stakeholders. Beyond just
regulatory obligations, public concerns and customer expectations over greenhouse gas
emissions, waste and water management, and other societal issues are also driving
corporate interest in sustainability. In this cover story, we look at sustainability reporting,
and how the Singapore Exchange (SGX)’s introduction of the “comply or explain”
requirement will aﬀect SGX-listed companies. Although the new requirement takes eﬀect
from ﬁnancial year 2017, some listed companies have embarked on sustainability reporting
voluntarily since 2011. The Institute, too, has been calling attention to the need for a more
holistic form of corporate reporting since 2013, by publishing a number of articles on
various aspects of the topic. ISCA has also re-constituted its Integrated Reporting Steering
Committee as the Corporate Reporting Committee. The Committee will advance the value
of holistic disclosures by listed companies in their corporate reporting, and provide
strategic direction and oversight of the eﬀorts and initiatives to promote good corporate
reporting practices.
Corporate social responsibility, which may include corporate giving and volunteerism, is
becoming an integral part of business. While the organisation has a structured ﬁnancial
reporting framework to record its donations, the receiving agencies – such as Charities –
may not have a proper system to register the donations and how they are used. As
Charities rely largely on donations to carry out their various charitable activities, there has
been increasing pressure on them to improve
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3796
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been increasing pressure on them to improve their accountability on the utilisation of these
funds. In May, ISCA published the ﬁrst of a three-part series on the theme “Accounting for
Good”, to explore the areas where accounting professionals can volunteer their skills and
time to help Charities do good better. In this issue, we continue the discussion by looking at
the regulatory framework governing Charities and Institutions of a Public Character.
This December, a suite of seven new and revised auditor reporting standards, as well as
related conforming amendments to other International Standards on Auditing, will come
into eﬀect in more than 110 countries around the world including Singapore. The Institute
has been sharing with members relevant insights on the impact of the upcoming changes
for a while now, and in this issue, we look at the auditor’s responsibilities relating to “Other
Information”.
Tax, in particular, transfer pricing (TP), is a complex issue with many grey areas. As OECD
continues to provide signiﬁcant direction on TP through the release of TP guidelines and
more recently, through the Action Plan on Base Erosion and Proﬁt Shifting, our members
can keep up with the discourse through updates in the journal, including in this issue.
Things are changing at a breakneck speed, and it’s a case of keeping up or losing out.
Looking at the Institute’s 53-year legacy, and the over-30,000 ISCA members making strides
in businesses across industries in Singapore and around the world, it seems the Institute’s
eﬀorts have borne fruit. The Member Proﬁle shines the spotlight on ISCA member Dennis
Tan, CFO of DHL Express Asia Paciﬁc. Read about how an accountancy background has
helped him transition across nine roles in the same company, in a career that has spanned
20 years.
Other relevant topics in this issue include technology and the accountant, trade and
investment opportunities in the ASEAN Economic Community, and the highlights of recent
ISCA events. Enjoy.
Gerard Ee
FCA (Singapore)

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3796
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ICAI Joins Chartered Accountants Worldwide,
Gains International Brand Recognition
The Institute of Chartered Accountants of India (ICAI) has been awarded Associate
membership by Chartered Accountants Worldwide. ICAI is the fourth professional body to
be admitted to the organisation since it was launched in February 2013.
As an Associate member, ICAI joins a group of globally-recognised Chartered Accountancy
bodies that are committed to enhancing the value of the brand and the profession. Its
membership recognises the importance of the qualiﬁcation in India and demonstrates
ICAI’s commitment to the highest professional and ethical standards.

Chartered Accountants Worldwide Chairman Pat Costello (4th from left) presented ICAI President CA. M. Devaraja
Reddy with the Chartered Accountants Worldwide membership certiﬁcate for Associate members. Also present
were leaders of other member bodies: (from left) Institute of Chartered Accountants of Scotland CE Anton
Colella, Institute of Chartered Accountants in England and Wales CEO Michael Izza, ICAI Director Rakesh Sehgal,
Chartered Accountants Australia and New Zealand CEO Lee White, ISCA CEO Lee Fook Chiew, and South African
Institute of Chartered Accountants CEO Terence Nombembe.

Chartered Accountants have been a mark of excellence in the accountancy and business
sectors for over 150 years. They are working in over 180 diﬀerent countries across the
world. By joining Chartered Accountants
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3596
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world. By joining Chartered Accountants Worldwide, ICAI will boost its international
presence and contribute to the further development of the profession. It will also open up
access to events and networking opportunities for its members.
ICAI is a statutory body established under the Chartered Accountants Act, 1949, for the
regulation of the profession of Chartered Accountants in India. During its 66 years of
existence, ICAI has achieved recognition as a premier accounting body not only in the
country but also globally, for its contribution in the ﬁelds of education, professional
development, maintenance of high accounting, auditing and ethical standards.
Pat Costello, Chairman of Chartered Accountants Worldwide, said, “I am delighted to see
ICAI join the Chartered Accountants Worldwide family. We look forward to working with ICAI
on developing the profession and enhancing the value to our members. We are
continuously expanding our outreach, and now support over 615,000 Chartered
Accountants around the world.”
M. Devaraja Reddy, President of ICAI, said, “We are delighted to join Chartered Accountants
Worldwide as its Associate member. Joining the organisation is a mark of recognition that
our members adhere to the highest professional, technical and ethical standards. It will
give our members international recognition and access to opportunities and services being
oﬀered by Chartered Accountants Worldwide. ICAI will be positioned as one of the global
leaders through the partnership, and we look forward to working closely with our fellow
members to promote the Chartered Accountant brand in our part of the world.”
ISCA Chief Executive Oﬃcer Lee Fook Chiew said, “We welcome ICAI to the growing network
of Chartered Accountancy bodies in Chartered Accountants Worldwide, and we look
forward to closer collaboration to promote the Chartered Accountant designation. With ICAI
now part of the Chartered Accountants Worldwide family, we believe there will be increased
opportunities to enhance the value of the Chartered Accountant designation and oﬀer
greater support for Chartered Accountants in the Asia-Paciﬁc region.”
ICAI is the fourth institute to join Chartered Accountants Worldwide as an Associate
member, making a key contribution to the global expansion of the organisation. The rest of
the Chartered Accountants Worldwide family are founder members Chartered Accountants
Australia and New Zealand, Chartered Accountants Ireland, Institute of Chartered
Accountants in England and Wales, Institute of Chartered Accountants of Scotland, South
African Institute of Chartered Accountants, and Associate members ISCA, which joined in
June 2015; Institute of Chartered Accountants of Pakistan, joined February 2016, and
Zambia Institute of Chartered Accountants, joined March 2016.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3596
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What Members Can Expect in the Second Half of
2016
As we continue to support our members in their growth journey with ISCA, we will be rolling
out programmes that match your fundamental needs. These programmes have been
grouped into ﬁve focus areas.
Focus Areas
1
2

3
4
5

Technical Insights on technical topics from industry experts, for example, updates or workshops on
ﬁnancial reporting standards, ﬁnancial statement reporting, SSQC1, etc;
Trending Topics Updates on trending and pertinent topics, for example, updates on the economic
environment, government schemes and policies, and topics such big data, cyber security, digitalisation,
crypto currency, etc;
Networking Platforms to expand your network, meet new people, exchange ideas, and raise your proﬁle;
Social & Sports Events that promote well-being, bonding and friendly competition;
Career Programmes with a focus on advancing your career.

The following table provides a snapshot of the programmes for the second half of 2016.
July to December 2016

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3599
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ISCA will continue to shape its programmes to align with industry and members’ needs,
including incorporating suggestions from members. Please feel free to send your ideas and
topics of interest to Industry Support.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3599
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ISCA Digitalisation Forum: What Does
Digitalisation Mean for Finance and Accounting
Professionals?
Digitalisation is a term that is increasingly appearing in the business lexicon. It is a broad
term, and a search on the Internet returns slightly varying deﬁnitions. Gartner deﬁnes
digitalisation as the use of digital technologies to change a business model and provide
new revenue and value-producing opportunities, while businessdictionary.com deﬁnes it as
the integration of digital technologies into everyday life.
Whichever the deﬁnition, what is clear is that digitalisation opens up new business models
or challenges existing ones. It is disruptive in nature, and can bring about a range of
opportunities – if you are well prepared. One of the ﬁrst steps when embarking on the
digitalisation journey is to determine what is most relevant to us, our business and the
profession.
ISCA organised the Digitalisation Forum on May 26 to raise awareness of digitalisation
among accounting and ﬁnance professionals. Two major trends were highlighted during the
Forum. PwC started the half-day event with “Industry 4.0”. Also known by some as the
fourth industrial revolution, it is about new approaches to doing things as a result of
advancement in technology. Following PwC’s
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3603
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advancement in technology. Following PwC’s presentation, participants learnt from Gartner
about how technology has impacted business processes and transformed the role of the
accountant.
With the introduction of technology and changes to established processes would come
greater risks. Two major risk areas were considered by ISCA’s partners – IBM shared how
fraud can be detected, and more importantly, prevented through the use of data and
cognitive computing; Singtel provided an overview of the cyber threat landscape and
shared best practices for mitigating and managing such threats.
Rounding oﬀ the session, a panel comprising senior executives from SAP, UOB, Sage, and EY
discussed the challenges that ﬁnance and accounting professionals will face in the future.
The discussion centred on the capabilities that these professionals would require in order
to stay relevant or ahead of the curve, as technology starts to encroach on roles that
traditionally only humans could perform.
The Forum was well attended by over 150 participants. There is obvious interest in the topic
of digital disruption, and more emphasis will be placed on bringing similar content to
members. Watch this space.

Participants watching a live demo from Singtel on how mobile devices could be hacked.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3603
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Navigating a New Tax Era with Greater Awareness
Businesses nowadays have to ensure taxes are paid punctually and in a fair manner.
Governments are also progressively taking a globalised approach in their tax audits.

With this tax backdrop, the Singapore Institute of Accredited Tax Professionals’ recent
technical sessions under its Tax Excellence Decoded series focused on two key topics
businesses should consider reviewing.
One session centred on tax risks, where Accredited Tax Advisor (Income Tax) Mak Oi Leng,
from KPMG in Singapore, shared on the areas businesses should focus on when reviewing
their tax risks proﬁle in today’s tax era.
On a more speciﬁc area, Transfer Pricing was the crux of Luis Coronado’s technical session.
The partner from Ernst & Young Solutions LLP shared on the business implications arising
from the changes in Transfer Pricing.
Contact SIATP on keeping yourself up-to-date on tax developments.

Ernst and Young Solutions LLP’s ASEAN International Tax and Transfer Pricing Leader, Luis Coronado, provided
participants with a holistic update on Transfer Pricing.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3607
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Participants gathered practical insights from Accredited Tax Advisor (Income Tax) Mak Oi Leng, Head of Tax Risk
& Dispute Management and Head of Tax Management Consulting, KPMG in Singapore.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3607
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Young Members Engage @ Altimate at 1-Altitude
It was a Young Members Engage session with a diﬀerence. The May 4 event featured close
encounters with industry experts who’ve been there, done that, and a unique opportunity
for networking at a premier members’ club which oﬀers stunning views of the Singapore
city skyline.
Taking place at Altimate on level 61 of 1-Altitude, the session was jointly organised by ISCA’s
Young Professionals Advisory Committee (YPAC) and Chartered Accountants Australia and
New Zealand (CAANZ). More than 90 participants gathered to hear the career experiences
of leaders in the ﬁeld. As the topic was of relevance to accounting undergraduates, they
were also invited to attend the event.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3613
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ISCA Council member and YPAC Advisor Tam Chee Chong delivered the welcome address.

One Rochester Group Founder and Managing Director Joseph Ong introduced some novel concepts that he
applies to his work, including Collective Leadership, Parental Responsibility Over Business, and RemoteEntrepreneurship.
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3613
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Entrepreneurship.

Tam Chee Chong, ISCA Council member and YPAC Advisor, opened the session with a warm
welcome to all participants. He hopes that such events would provide a good platform for
more young accounting professionals to come together to meet new friends, share ideas
and be inspired.
Following the opening address, ISCA member Joseph Ong, Founder and Managing Director,
One Rochester Group, who is a CA (Singapore), shared how he came to be an entrepreneur;
he had turned an MBA project into one of Singapore’s largest award-winning lifestyle F&B
businesses. Without any knowledge of the F&B industry, it was his novel management
philosophy that has led him and the One Rochester Group to become a leading lifestyle
business today. He spoke about the novel concepts that he applies to his business,
including Collective Leadership, Parental Responsibility Over Business, and Remote
Entrepreneurship.

Sharing their career experiences were: (from left) PwC Partner Fang Eu-Lin, Mr Ong, FCC Partners Managing
Director Andrew Er and ISCA YPAC representative Adrian Lee

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3613
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The crowd participated actively in the Q&A segment.

Rounding oﬀ the event was an engaging panel discussion titled “Career Opportunities,
Pathways and Options”. The panellists, comprising Mr Ong; Fang Eu-Lin, Partner, PwC, and
Andrew Er, Managing Director, FCC Partners, gave advice on career progression by drawing
on their own professional journeys.
Mr Er strongly encouraged young professionals to view networking as an important
intermediary step to building up their professional reputation. In time, these personal
networks can be very helpful in advancing their careers or striking new business
opportunities. The crowd, including the students, participated actively in the Q&A segment
of the panel discussion.
The evening ended with networking and drinks. Several participants also approached the
speakers and panellists to leverage their industry knowhow and wisdom. Participants were
also given access to the 1-Altitude Gallery and Bar on level 63 – the world’s highest al fresco
bar at 282 metres. The event was a great success and the participants provided glowing
feedback.
Jonathan Lau, Year 2 (Accountancy), UniSIM, expressed that “such sessions allow members
of diﬀerent professional backgrounds to interact and share a diﬀerent and more holistic
perspective of the business world. It also allows students like us to be mentored by
professionals through these short but invaluable sessions.”
Kenny Lee, Business Controller, Nestlé Singapore, said, “As a young professional, it is very
important to learn from experienced individuals who have been there, done that. This
event was a breath of fresh air as it allowed us to obtain valuable insights for career
progression.”
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3613
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ISCA looks forward to bringing more networking events that are fun and add value to the
careers of our young accounting professionals. The next networking event will be held in
September 2016 at another chic venue. Do keep a lookout for our mailers!
If you would like to get in touch with us, please feel free to drop us an email.

The session took place at the stunning Altimate at 1-Altitude.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3613
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Participants met with friends and made new ones.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3613
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Career Talks at Junior Colleges
It’s often been said that the young will shape the future. ISCA takes this seriously and we
continue to roll out various outreach initiatives aimed at future accountants, in order to
maintain the legacy of the accountancy profession.
ISCA Pathways Development and Qualiﬁcations Department (PDQD) gave career talks for
the graduating students of Serangoon Junior College (SRJC) and Catholic Junior College (CJC)
on April 7 and May 19 respectively. The purpose was to raise their awareness of the career
options in the accountancy sector, and the pathway to become an ISCA member and
Chartered Accountant of Singapore (CA (Singapore)).
More than 260 students attended the talks by Soh Suat Lay, Deputy Director, and Kacie
Yang, Manager. The sessions provided an overview of ISCA including its role as the national
accountancy body which administers the Singapore Qualiﬁcation Programme (Singapore
QP) and confers the CA (Singapore) designation. The speakers also shared their personal
experiences and career paths to becoming professional accountants.

The SRJC students listened intently to the ISCA presentation.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3624
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The active participation by the CJC students reﬂected their positive reception.

The students’ enthusiasm and interest were obvious from their active participation in the
Q&A sessions. We took the opportunity to inform them that the profession is not limited to
accounting and auditing, it also equips them with the right attitude and technical
competence – the main drivers of their future career successes. Many of these students
sought clariﬁcation of the post-JC qualiﬁcations to enter the Singapore QP professional
route and accounting as a profession.
The feedback was very positive as the students found the events insightful and beneﬁcial
for their career planning. For some, the sessions deepened their aspirations and conviction
to pursue careers in the accountancy profession. “I am really very interested in being an
accountant, so her sharing has beneﬁted me in terms of my career planning,” expressed
one student.
“I have learnt about the career prospects and also career progression. I have also gained
insights on the diﬀerences between an accountant and an auditor, as well as the
requirements and qualiﬁcations for accountants,” said another.
“The sharing has helped me to realise what a CA (Singapore) is all about, and how exactly I
can ﬁnd my way to be a CA (Singapore) in the future,” added a third student.
More initiatives and events are in the pipeline to reach out to future accountants in the
tertiary institutions, including the polytechnics, on the various pathways to become a CA
(Singapore). The outreach eﬀorts are in alignment with our strategic intent to attract
qualiﬁed professionals to achieve the CA (Singapore) designation, and enhance the vibrancy
and standard of Singapore’s accountancy sector.
ISCA will continue with our eﬀorts to partner
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3624
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ISCA will continue with our eﬀorts to partner schools and institutions of higher learning to
promote accountancy as the educational and career pathway of choice for the young, to
build a strong and diverse talent pipeline for our profession.

ISCA PDQD Manager Kacie Yang shared insights on how to become a CA (Singapore).

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3624
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Listening to the real-life experiences of an ISCA member deepened the level of understanding of what the
profession is about.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3624

4/4

30/06/2016

ISCA SMP Dialogue: Fasttracking Your Practice Growth Strategies

IN TUNE I S C A N E W S

ISCA SMP Dialogue: Fast-tracking Your Practice
Growth Strategies
The advancement in technology and prevalence of connectivity are altering the way
businesses operate and shaping new client behaviours. In addition to striving for both top
and bottom line growth, a company has to also embrace a growth-oriented mindset to
remain competitive in the international arena. ISCA’s fourth SMP Dialogue, titled “Fasttracking Your Practice Growth”, shed light on some of the ways small and medium-sized
practices (SMPs) can grow and ﬂourish amid the challenging economic and regulatory
environment.

ISCA Council member Michael Chin, PAPC Chairman and Deputy Managing Partner & Head of Audit and
Assurance, PKF-CAP, delivered the welcome address.

The event, which received the support of the Singapore Workforce Development Agency,
began with an opening address by ISCA Council member Michael Chin. He is Chairman,
Public Accounting Practice Committee (PAPC) and Deputy Managing Partner & Head of
Audit and Assurance, PKF-CAP. Mr Chin urged fellow practitioners to be brave and take risks
in order to grow. “Growth needs tension,” he said, and encouraged the participants with a
quote from Steve Jobs’ book Stay Hungry, Stay Foolish.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3632
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TNG Global Founder Marc Bruce urged SMPs to break out, take risks and seize opportunities.

Speaker Marc Bruce, Founder, TNG Global, echoed Mr Chin’s view on growth. He went on to
share 10 strategies for an accounting ﬁrm to drive growth by increasing revenue and proﬁts
based on 4Ds – Desire, Discipline, Dissatisfaction, and Determination. He also shared that
contrary to practitioners’ beliefs, every successful company needs marketing, especially
with the rapid digitalisation of businesses. Hence, he advised practitioners to ride the
digital wave by adapting to improve client servicing.

Chris Tan, Director of Business Valuation, Roma Appraisals, spoke on how practitioners can
venture into business valuation as a new service line. He shed light on the four diﬀerent
approaches to carry out business valuation,
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3632

namely, asset-based approach, market

2/3

30/06/2016

ISCA SMP Dialogue: Fasttracking Your Practice Growth Strategies

approaches to carry out business valuation, namely, asset-based approach, market
approach, income approach and contingent claim approach.
In the Q&A segment, Mr Bruce expressed that an ideal SMP structure for growth would be
one that allocates operating business time based on proﬁtability of clients and business
units, as well as streamlined systems to increase eﬃciency within the company.
“The topical issues discussed were relevant and insightful. I have gained valuable
knowledge on strategies to increase my practice’s revenue and proﬁtability amid the
challenging market conditions. I look forward to more well-organised events,” said Jason
Pang, Assurance Partner, Kaiden Group.
ISCA’s bi-annual SMP Dialogue seeks to provide a platform for SMP practitioners to
network, discuss topical issues and share best practices with industry practitioners. See you
at our next SMP Dialogue session in December 2016.
As part of the eﬀorts to develop the accountancy sector, ISCA intends to roll out a series of
workshops to hone strategic thinking and leadership skills among practitioners and
aspiring practitioners in the near future. For more details, please contact us at ISCA.

(From left) Roma Appraisals Business Valuation Director Chris Tan, Mr Chin and Mr Bruce

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3632
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ISCA Breakfast Talk: Detecting Fraud with Data
Analytics
In today’s complex business environment, the challenge that every organisation faces is no
longer about owning the most data but rather, how to gain the most insight out of it. At the
June 8 Breakfast Talk, Lem Chin Kok, Head of Forensic, KPMG, addressed multiple areas of
Data Analytics application. The session was well attended by over 80 participants, most of
whom were professionals from various commercial sectors.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3639
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KPMG Head of Forensic Lem Chin Kok provided valuable insights into data analytics application.

Mr Lem provided concise insights into what data analytics really means in practical terms.
He highlighted that organisations need to recognise the importance of being data-driven to
make better use of analytics and unlock tangible value for the business. Data analytics is
not about identifying the best tools, algorithms, or speciﬁc approaches; rather, it is about
developing a deep understanding of the underlying context of the subject matter that the
organisation wants to explore. Broadly, the risk of false positives and true negatives can be
mitigated with greater clarity if the objectives were clear.
He also shared case studies of how organisations have employed forensic data analytics to
identify anomalies in their data sets which may indicate potential fraud or misconduct.
Through these examples, it is clear that data analytics tools would allow organisations to
gain incredible insights into the myriad details of day-to-day operations and processes.
The speaker closed the session by sharing some of the common pitfalls of analytics
solutions that organisations should be aware of as they seek to unlock the full potential of
data analytics.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3639
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ISCA Quality Assurance and Industry Support Deputy Director Fann Kor presented a token of appreciation to Mr
Lem.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3639
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Disciplinary Findings
Upon ﬁnding Mr Patrick Lee Swee Ching, FCA (Singapore), and Member-in-retirement,
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 convicted by
the State Courts of the Republic of Singapore on 1 July 2015 of seven charges of conspiring
with others to falsify documents to cover up corrupt payments and was given a maximum
ﬁne of $210,000 by the State Courts, the Disciplinary Committee ordered that he be
suspended for a period of 12 months with immediate eﬀect.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3645
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Sustainability Reporting

BY

TITUS KUAN AND KEVIN YONG

SGX-LISTED COMPANIES TO “COMPLY OR EXPLAIN”
2018 will be a momentous year of change for Singapore. With the introduction of
sustainability reporting on a “comply or explain” basis by the Singapore Exchange (SGX) for
all listed companies, it could be a pivotal year that turns the tide on the reporting landscape
for major environmental, social and governance (ESG) issues. Gone are the days when
shareholders read annual reports only for the ﬁnancial ﬁgures. With climate change,
mounting demands on our environment and resource constraints, it is imperative for
businesses to switch their focus from short-term proﬁtability to long- term sustainable
development.

“Sustainability reporting is becoming more relevant for companies, driven by
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“Sustainability reporting is becoming more relevant for companies, driven by
the wider environment, the companies’ own operations or along their value
chain. It is important for senior management to integrate material ESG
factors into their established risk management frameworks and to consider
the associated risks and opportunities when developing their longer term
business strategy. The practical and eﬀective implementation of SGX
guidelines will help companies focus their eﬀorts on ESG considerations
critical to continued business growth, and enable them to create real
business value from their sustainability initiatives.”
Tan Wah Yeow, Deputy Managing Partner, KPMG Singapore, and Chair of the Corporate Reporting Committee,
ISCA

WHAT IS SUSTAINABILITY REPORTING?
The notion of “sustainability” is rooted in the idea of sustainable development. In 1987, the
United Nations Brundtland Commission referred to this as development that meets the
needs of the present without compromising the ability of future generations to meet their
own needs.
“Sustainability reporting” is a broad term generally used to describe a company’s reporting
on its economic, environmental and social performance. The purpose of a “sustainability
report” is to present a balanced representation of a company’s management practices and
performance beyond the ﬁnancial results. Consequently, stakeholders will have a fuller and
clearer understanding of the company’s ability and strategy to maintain and improve its
performance into the future.
Some deﬁnitions used are:

+
+

“Sustainability reporting is the practice of measuring, disclosing, and being accountable to internal and
external stakeholders for organisational performance towards the goal of sustainable development.” ~ GRI
Sustainability Reporting Guidelines
“Corporate sustainability is a business approach that creates long-term shareholder value by embracing
opportunities and managing risks deriving from economic, environmental and social developments.” ~ Dow
Jones Sustainability Index

WHAT ABOUT REGULATORY REQUIREMENTS?
Driven by SGX, some listed companies have embarked on sustainability reporting voluntarily
since 2011. However, the local adoption rate for sustainability reporting remains low despite
increasing worldwide popularity. This is rather an anomaly considering Singapore’s position
as the forerunner for many global initiatives. Based on a 2013 research conducted by
Singapore Compact and National University of Singapore Business School, only 30% (160 out
of 537 companies) of SGX-listed companies in 2013 had some communication of
sustainability in their annual reports. The same study also found that fewer than 4% (19 out
of 537 companies) of SGX-listed companies used internationally-recognised sustainability
reporting frameworks.
To take stock of the low adoption rate and to catch up with global counterparts, in October
2014, SGX had announced plans to increase the transparency of governance with
sustainability reporting on a “comply or explain” basis.
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3648
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On 5 January 2016, SGX published a consultation paper to seek public consultation on the
draft sustainability guidelines. After considering the feedback received, SGX issued the
Sustainability Reporting Guide (Guide) on 20 June 2016. The Guide applies to all listed
companies eﬀective from the ﬁnancial year ending on or after 31 December 2017.
Companies are required to issue the sustainability reports within ﬁve months after the
ﬁnancial year-end, but a grace period of up to one year will be given to publish their ﬁrst
report. To ease the adoption process, SGX allows a phased approach for full implementation.
Speciﬁcally, the primary components and principles are as follows:
Primary Components

+
+
+
+
+

Identiﬁcation of material ESG factors
Explanation of policies, practices and performance
Set targets for the forthcoming year
Select an appropriate framework
Board statement

Principles

+
+
+
+
+
+
+
+

Board responsibility
Stakeholder engagement
“Comply or explain”
Balanced reporting
Report both risks & opportunities
Performance measurement system
Global standards and comparability
Independent assurance is recommended but not compulsory

By making sustainability reporting mandatory, Singapore will be in line with Asia Paciﬁc’s
trend in adopting sustainability reporting. The adoption rate of corporate reporting in Asia
Paciﬁc rose from below 50% in 2011 to 79% in 20151, mainly due to a surge in reporting in
countries such as Taiwan, India, and South Korea, where voluntary and mandatory reporting
requirements have been introduced. Globally, there is a surge in sustainability reporting
instruments (that is, reporting guidelines, rules or regulations to reporting sustainability
performance). The number of reporting instruments doubled from 180 in 2013 to more than
380 in 2016.2

“As the ESG factors have a signiﬁcant impact on the prospect and
sustainability of a company, it is useful for all companies to have a
sustainability report as part of the annual report. This will also put us in line
with global ﬁnancial market practices.”
Henry Tan, Managing Director, Nexia TS

Companies enjoy considerable ﬂexibility under the Guide. For example, companies can
select material issues within the ﬁve primary components to be reported; they also have the
discretion on which reporting framework to apply, whether to obtain third-party assurance,
and the speed of implementation.
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“The rules and Guide help companies rise to a respected standard in
reporting risks and opportunities in sustainability. Our Guide results from
SGX’s extensive consultation with companies and investors to provide
suﬃcient ﬂexibility for all to participate.”
Yeo Lian Sim, Former Chief Regulatory Oﬃcer, SGX, and now Special Adviser, SGX

“COMPLY OR EXPLAIN” MODEL
Under the “comply or explain” model, listed companies need to describe the sustainability
practices with reference to ﬁve primary components. If a company excludes a primary
component, it must describe what it does instead, with reasons for doing so.
SGX has similar enforcement powers over sustainability reporting as it does in other parts of
the listing manual. As a result, an explanation on non-compliance without strong reasons
may invite further queries and investigations from SGX.

“I believe SGX’s sustainability reporting requirements will improve the
company’s performance in non-ﬁnancial areas by developing and promoting
products and services that have a positive impact on society, the environment
and economy, thereby preventing or minimising the negative impacts of
business activity on these areas. Sustainability reporting complements
ﬁnancial reporting with the ESG aspects of the business and strategy to give
investors better insight into issuers they invest in. SGX’s Guideline on a
“comply or explain” basis gives issuers the opportunity to explain their
respective practices and/or reasons for any deviations to speciﬁc guidelines,
thereby enabling investors to consider sustainability when making their
investment decisions.”
Rajnish Juta, Sustainability Reporting Leader, Southeast Asia, and Partner, Deloitte & Touche

PRIMARY COMPONENTS OF SUSTAINABILITY REPORTS
Companies should provide an accurate and balanced view without undue bias on the
following ﬁve components in their sustainability reports:
a) Identiﬁcation of ESG factors
Companies are required to identify key “material” ESG risks and opportunities incorporating
feedback from key stakeholders. Also, companies need to provide reasons for their choice
and a description of the selection process. Factors assessed to be immaterial by companies
may be excluded but they may present information on these factors on their websites to
satisfy stakeholder interest.
Investors face a severe deﬁcit of quality non-ﬁnancial information3 and the focus on
materiality signals a clear change from sustainability reporting in the past. As a result,
companies should include suﬃcient and relevant information to outline how a company is
progressing in managing “material” ESG factors instead of presenting a laundry list of
information of what the company has done. Materiality is a subjective concept and
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3648
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information of what the company has done. Materiality is a subjective concept and
dependent on the management’s judgement.

“The deﬁnition of ‘material’ is based on the threshold at which an issue
becomes important enough to a company and its stakeholders. Matters that
cross that threshold are treated as material, and these may include matters
of qualitative importance – not just tangible units – too. Companies should
capture those matters that impact their largest stakeholders, discuss within
departments and report these in details.”
Krishna Sadashiv, Southeast Asia Leader, Climate Change and Sustainability Services Partner, EY

b) An explanation of policies, practices and performance
A company should set out its policies, practices and performance in relation to each material
ESG, providing descriptive and quantitative information.
c) Targets for the forthcoming year
The sustainability report should set out the issuer’s targets for the forthcoming year in
relation to each material ESG factor identiﬁed.
d) A chosen reporting framework
This is similar to adopting Financial Reporting Standards as the accounting framework for
ﬁnancial statements. The key diﬀerence is that the company has the ﬂexibility to choose a
sustainability framework that is suitable for its industry and business model to guide its
reporting and disclosure, and explain its choice.
There are many commonly used sustainability reporting frameworks available, such as the
Global Reporting Initiative’s G4 Sustainability Reporting Guidelines, the International
Integrated Reporting Council’s Framework and the Sustainability Accounting Standards
Board’s standards, etc.
e) Board statement
The sustainability report should include a board statement to explain the listed companies’
sustainability actions and the board’s oversight.
The board bears the ultimate responsibility for sustainability reporting. This is consistent
with the Code of Corporate Governance issued in 2012, which states that “the board’s role is
to consider sustainability issues, for example, environmental and social factors, as part of its
strategic formulation”.
Such a statement will ensure that the board takes a more active interest in monitoring
management’s implementation of sustainability practices. As a result, it can provide an
added degree of trust and credibility to stakeholders.

WHAT ARE THE BENEFITS?
Not too long ago, sustainability was seen by most companies as little more than a peripheral
“green” issue – useful for reducing energy and waste disposal costs or supporting charities,
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“green” issue – useful for reducing energy and waste disposal costs or supporting charities,
but hardly critical to a company’s core business. This view is changing due to:
a) Value creation
Traditional ﬁnancial reports provide only a historical snapshot of the company’s
performance whereas sustainability reporting is forward-looking. By adopting sustainability
reporting, investors can obtain relevant information beyond mere ﬁnancials to make a more
comprehensive assessment of the company’s prospects and quality of management.
The provision of disclosure on non-ﬁnancial performance will also showcase a company’s
commitment to transparency and accountability to stakeholders. As such, sustainability
reporting is also a way for companies to create trust and close the expectation gap with
stakeholders, and consequently, incur lower cost of funding.
Based on a 2015 global survey of more than 3,000 managers and investors in over 100
countries, 75% of investors indicated improved operational eﬃciency and revenue
performance from sustainability as a strong indicator to invest. Some 60% of the investors
believe that strong sustainability performance reduces a company’s risks and hence, cost of
capital.
b) Cost savings
In the process of preparing sustainability reports, companies need to review internal
systems. This allows companies to identify ineﬃciencies, streamline the business and make
improvements in decision-making and operational processes.
By adopting sustainability initiatives, CapitaLand saved over S$76 million in cost avoidance
for utilities from 2009 to 2014. Similarly, Marina Bay Sands Singapore has also enjoyed
signiﬁcant cost savings through decreased water consumption per visitor by 57.4% and
energy consumption per visitor by two-thirds from 2012 to 2014.
c) Brand equity
Companies will be able to improve their brand equity by adopting sustainability reporting. A
2013 survey conducted by Boston College Center for Corporate Citizenship and EY reported
that more than 50% of surveyed companies issuing sustainability reports emphasised
improvements in reputation.
CDL is ranked tenth in a global sustainability ranking of ﬁrms with market capitalisation of
above US$2 billion, and Keppel Corporation is selected as a component of the Dow Jones
Sustainability Asia Paciﬁc Index 2013/2014. These are examples of ﬁrms that have boosted
their global prominence as a result of their sustainability eﬀorts.

On the other hand, based on a 2015 poll conducted by The Straits Times, consumers decided
to boycott products from companies that were contributing to the haze caused by the
burning of farmlands in Indonesia. A Singapore government agency also began legal action
against some companies believed to be related to the irresponsible burning.
d) Employee retention
Employee relationship may be strengthened as the company focuses on employee
development, building an inclusive and diverse workforce and inculcating a positive work
culture.
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3648
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Via active engagement with employees, in 2014, Singapore Airlines was awarded the title of
Singapore’s most attractive employer at the Randstad Awards for the third year running.
Some of these initiatives include ﬂexible working arrangements, career development
beneﬁts, and wellness and health programmes.
e) Supply chain sustainability
With rapid globalisation, it is common to have complex supply chains involving numerous
suppliers and contractors spanning diﬀerent continents. Consequently, there are also rising
levels of risk in regulatory, legal and consumer scrutiny in the corporate supply chain
practices. Companies will be able to lower these risks and build a reliable supply eco system
by selecting suppliers that comply with sustainability reporting frameworks.
For example, many big Indonesia palm oil companies have signed zero-deforestation
agreements. It is also critical for these companies to ensure that their suppliers, which are
typically small plantation owners, also adopt similar sustainable practices. This is because
these companies may face public scrutiny, which could lead to actions such as boycotts of
their products, if pollution is caused by their suppliers.

WHAT ARE THE CHALLENGES?
Despite the developments in Singapore, the journey towards sustainability reporting is still a
long one. Some of the stumbling blocks include:
a) Compliance costs
The ﬁnancial cost of sustainability reporting may be a burden, particularly for smaller
companies that may not have the required resources to track the data required for
sustainability reporting. The costs involved may exceed the beneﬁts unless the stakeholders
of these companies view environmental and social issues as major concerns.
b) Conﬂicts between short-term proﬁtability and long-term goals
One of the key challenges of sustainability reporting is how to integrate sustainability impact
and ﬁnancial performance into day-to-day management decision-making. While
sustainability initiatives provide long-term beneﬁts to companies, sometimes, the managers
making such decisions may experience conﬂicts in their allocation of resources as prospects
of short-term gains make them myopic.
c) “Cherry-picking” material ESG factors
Companies may “cherry-pick” the ESG factors they want to focus on and ignore others that
do not meet their corporate priorities or those that are unfavourable. Although they are
supposed to present an unbiased view, internal pressures may result in an alternative
outcome. Based on the 2015 PwC SDG Engagement Survey4, just 1% of surveyed companies
plan to assess all the 17 sustainable development goals.
As a result, the data reported in sustainability reports are often incomplete, not linked to
issues regarded as material, or not well related to the company’s business strategy or
ﬁnancial performance.
d) Diﬀerent reporting frameworks
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3648

7/9

30/06/2016

d) Diﬀerent reporting frameworks

Sustainability Reporting

As companies apply diﬀerent reporting frameworks, users of sustainability reporting may
identify inconsistencies in disclosure practices and incomparable reporting.
There are some global initiatives to align the inconsistencies in the frameworks. For example,
one of the global initiatives by the Task Force on Climate-Related Financial Disclosures is to
build a commonly-used framework that promotes alignment and focus on ﬁnancial risks
stemming from physical and non-physical climate-related impacts to better meet the speciﬁc
needs of users and preparers.
e) Assurance
Notwithstanding that assurance on sustainability reporting is not compulsory in Singapore, it
is an important tool to enhance the credibility and quality of the sustainability report.
However, providing assurance will be a thorny issue as there are no standardised
approaches on how a company should prepare and report its non-ﬁnancial performance.
Currently, there is also no standardised framework for sustainability assurance.

LOOKING FORWARD
Making sustainability reporting mandatory is only the beginning of the journey towards
holistic corporate reporting. As the concepts of sustainability reporting may be new to many,
the process of implementation will be challenging. And despite SGX’s commendable
intention, it is inevitable that some companies will view this as another compliance and
checkbox-ticking exercise, and lose sight of the underlying objectives.
However these hurdles are not unique to Singapore and they form part of a necessary stage
towards any new regime. Over time, the advantages that a company with quality
sustainability reporting has over another would prove more apparent, widening the adoption
to that of choice rather than mandate. Companies drawing from each other’s experiences
will enhance the overall quality of reporting, ultimately creating real business value for
stakeholders from their sustainability initiatives.

“The topic of sustainability is an important one. At a macro level, it really is a
force for good and aims to support the endurance of fair business practices,
the environment, societies and lives. Everyone has a part to play, and
businesses, with their interconnectedness to the environment and society,
can truly make a positive impact. While there is recognition that the road to
sustainability excellence is multi-pronged and needs to be embedded as part
of our daily lives, sustainability reporting is an important part of the journey."
Fang Eu-lin, Sustainability & Climate Change Partner, PwC

Titus Kuan is Director, Technical Advisory, Professional Standards and Learning &
Development, ISCA, and Kevin Yong is Senior Manager, Financial Reporting Standards &
Corporate Reporting, ISCA.
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KPMG, “Currents of change – The KPMG Survey of Corporate Responsibility Reporting 2015”

2

KPMG, GRI, UNEP & Centre for Corporate Governance in Africa, “Carrots and Sticks – Global
trends in sustainability reporting regulation and policy”
3

EY, “2015 Global Hedge Fund and Investor Survey – The evolving dynamics of the hedge
fund industry”
4

The 17 SDG refers to the sustainable development goals launched by United Nations to
transform the world for the better by 2030.
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Member Profile: Stay Humble, Stay Curious

BY

BETSY TAN

Dennis Tan, FCA (Singapore), CFO of DHL Express Asia Paciﬁc

During Dennis Tan’s secondment to DHL’s global headquarters in Bonn, Germany, from
2007 to 2012, he and his then-12-year-old son, Wee Liang, completed a seven-day, 1,000kilometre charity bicycle ride across Europe – twice. His son was also at that time the
second-youngest participant on record. This achievement is even more astounding when
one considers their background. Before signing up for the ride, Tan was hardly a seasoned
rider. In fact, he only lasted 12 kilometres before giving up on his ﬁrst training ride. Before
going to Europe, the furthest his son had ever ridden was two kilometres at the park
connector. But father and son committed to regular training over three to four months, and
turned what could have been sheer punishing torture into a joint memorable experience of
a lifetime.
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a lifetime.
That chutzpah – the zeal towards tackling seemingly insurmountable challenges with a
spirit of curiosity and conﬁdence – is characteristic of Tan’s approach to life.

EMBRACING CHALLENGES
Indeed, Tan’s 20-year career at DHL wasn’t always uneventful. “When I ﬁrst joined the
company as Regional Finance Manager – Management Information, South East Asia, it was
a bit of a baptism by ﬁre. I had three executives reporting to me, two of whom were soon
promoted out of my department. On top of that, about eight or nine months later, I was
tasked to merge the Finance reporting functions in the three regions (South East Asia, Far
East Asia and Middle East) into the Asia Paciﬁc/Middle East region within 60 days.”

Tan admits it took “a lot of hard work”, and with persistence and the support of the ﬁrst
employee he recruited, the team came through and managed to deliver on the tall order.
The challenges did not stop coming. His next “career highlight” came in the early 2000s,
when the Finance reporting functions of two business units, DHL Express and DHL Global
Forwarding, were merged. He admitted that “it wasn’t a particularly fun period”. As the
regional reporting manager for both business units, he was receiving diﬀering
requirements and instructions from two separate global head oﬃces and that meant
having to do a lot of coordination.
But out of that diﬃcult environment, Tan perceived a “silver lining”. To deal with the issue of
diﬀering sets of data, he implemented a centralised Business Intelligence tool that worked
across the two units across Asia Paciﬁc. He noted with satisfaction that the same tool is still
being used today.
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3655
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In addition, Tan personally led the project to implement a new global
reporting/consolidation software for the region during the same period.
Tan then went on to undertake bigger challenges on a global scale. As a global company
operating in more than 220 countries and territories, having consistency in the way data is
presented by the Finance function in each country is diﬃcult to achieve.
When Tan was promoted to the DHL global head oﬃce in Bonn, he set up its Global
Controlling function. “At the time, we didn’t have much, so I worked with the team to create
the Express Controlling Manual which allows us to standardise the reporting and deﬁnition
of the ﬁnancial data. My team and I rolled out a set of manuals that everyone could refer to
globally. We also came up with the Standard Reporting Pack. Before that, diﬀerent
countries were presenting diﬀerent sets of numbers, depending on how the ﬁgures were
deﬁned. Whenever our CEO visited a country, the data presented by the Finance team
would invariably diﬀer from the data from the global Finance team. There were a lot of
manual adjustments to reconcile the diﬀering sets of data.”
“After we implemented the Standard Reporting Pack, each country’s Finance team could
produce their numbers on a consistent basis and in the same format. That made the CEO
very happy because, for the ﬁrst time, instead of debating which set of numbers was
correct, he could focus on one set of numbers to base business decisions on.”
Tan himself was elated with this change, since he was able to eliminate non-value-adding
work. “As the Finance person, the most frustrating thing is when you have two sets of data,
both of which are correct, depending on the deﬁnition of how you structure your data. With
the Express Controlling Manual and Standard Reporting Pack, I had immediately eliminated
the need for data reconciliation.”
Another feather in his cap was the creation of Insight, a global costing tool that was rolled
out under his leadership when he was the global head of costing. The tool saved DHL an
estimated 7,000 man-days in productivity annually.
Back in the day, costing was a labour-intensive and time-consuming process. Under Tan,
the team created the centralised global costing tool that automated the process, and
allowed data to be extracted from a central reporting system. The innovative solution was
so impressive that it was awarded Runner-up in the 2011 Teradata EPIC Awards for the
Category “Integrated View of the Business”, and chosen to represent DHL Express in the
2012 Deutsche Post DHL CEO Award in the category of “Investment of Choice”, an internal
awards programme by DP DHL to recognise innovations by staﬀ.
Tan was able to turn challenges into opportunities by viewing problems through the lens of
intellectual curiosity. “Things are changing so fast. One must have a good appetite for
change. Whatever you are planning normally doesn’t turn out exactly the way you want.
You should not get too frazzled. Look at it as something to learn from instead of seeing it as
a problem or issue. That is important for anyone who wants to progress in any
environment.”

BE HUMBLE, BE WILLING TO LEARN
Being humble and having an attitude to learn also makes one more open to change and
new experiences – an important trait in
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new experiences – an important trait in today’s globalised business environment.
“Whether you are in Germany, Hong Kong, India, China or anywhere else, the ﬁrst thing you
need to realise is that things will not work the same way as in your home country. If you
keep complaining or comparing it to how it’s done in your country, you will just be
frustrated. But if you go with the ﬂow, you are better able to adapt to the environment. It’s
all about maintaining a positive outlook.”
Besides having an enormous capacity to learn, Tan cites integrity as fundamental to being
an accountancy professional. “My personal opinion is that many crises in a lot of companies
are caused by those with questionable integrity or hubris. Integrity is the cornerstone of
our profession. Especially for a Chief Financial Oﬃcer (CFO), your integrity is something
that cannot be questioned by anybody.”
Tan mentioned that in this respect, ISCA, as the national accountancy body, plays a key role
in upholding the reputation of the profession and safeguarding its interests. “The ISCA
membership puts me in good stead as it is synonymous with trust and integrity, which are
the hallmarks of the profession.”

ACCOUNTANCY IS THE RIGHT CHOICE
This year, Tan celebrates his 20th year with DHL.
“A lot of people may wonder, “How do you stay in a company for 20 years? Isn’t it boring?”
But I happened to join a company that was enjoying strong growth, which oﬀered lots of
opportunities for my professional development. On the same note, this is my ninth role in
the company. If you are playing diﬀerent roles, it refreshes your attitude, raises your
aptitude, and challenges you.”
Tan attributes accountancy as the entry point to his fulﬁlling career and varied roles. “If I
were to select my choice of study again, I would still pick accountancy. The Finance function
has to be a strategic partner to business. Finance is the only function that allows you to pull
together all the other functions in a company. In business, everything falls within the proﬁt
and loss statement. Eventually, everything is a Finance matter.”
Career Milestones
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Betsy Tan is Senior Communications Manager, ISCA.
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The Regulatory Framework of Charities

BY

ISABEL SIM, ALFRED LOH AND TEO CHEE KHIANG

THE REGULATORY FRAMEWORK OF CHARITIES (PART 1)
In the ﬁrst of a series of articles themed Accounting for Good, the article “Helping Charities
Do Good Better”, published in the May issue of this journal, provided an overview of the
local charity landscape. It also highlighted the importance of ﬁnancial accountability and
the challenges faced by Charities to keep proper ﬁnancial records. To better understand the
regulatory framework, this second article will cover the legislations and Code of
Governance pertaining to Charities and Institutions of a Public Character (IPCs). We extend
our discussion, in the next article, to look at their ﬁnancial reporting process and the
challenges that they may face.
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3667

1/7

30/06/2016

The Regulatory Framework of Charities

ACCOUNTABILITY FOR CHARITIES: THE LEGAL FRAMEWORK
Charities rely largely on donations and grants from individuals, government entities and
other organisations to carry out their charitable activities and are expected to utilise their
funding in an accountable manner while maximising beneﬁts to their targeted
beneﬁciaries. In Singapore, the Oﬃce of the Commissioner of Charities (COC) oversees the
charity sector, assisted by ﬁve Sector Administrators, while the Charity Council acts as an
advisor to the COC on key regulatory issues, and is also a promoter and enabler of good
governance in the charity sector (Figure 1). The COC oﬃce periodically reviews the
legislations relating to Charities to ensure their relevance, while strengthening the sector
and building public trust.

REGISTRATION OF CHARITIES AND IPCS
To register as a Charity, an organisation has to be any one of the three legal entities (Figure
2) and comply with the following conditions:

+
+
+

Purposes or objects of the organisation must be exclusively charitable;
Organisation must have at least three governing board members, of whom at least two must be
Singapore citizens or Permanent Residents, and
Purposes or objects of the organisation must either be wholly or substantially beneﬁcial to the
community in Singapore.

Table 1 shows some additional features relating to registered Charities:
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A registered Charity can apply for IPC status if its activities are exclusively beneﬁcial to the
community in Singapore as a whole and not conﬁned to sectional interests or groups of
persons based on race, belief or religion. While IPCs can issue tax-deductible receipts to
donors for qualifying donations, they are held to a higher standard of regulatory
compliance and governance.
The Charities Act and other legislations govern, besides the registration of Charities,
matters relating to deregistration, submission of accounts and fund-raising, among others.
The key legislations are listed in Box Story 1.

BOX STORY 1: KEY LEGISLATIONS GOVERNING CHARITIES AND IPCS
1. Charities Act (Chapter 37)
This parent Act outlines the provisions, such as the administration and regulation of
Charities and IPCs and fund-raising activities.
2. Charities (Registration of Charities) Regulations
Governs the conditions and application for registration (and deregistration) as a Charity.
3. Charities (Institutions of a Public Character)
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3667
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3. Charities (Institutions of a Public Character) Regulations
Governs the registration of Charities as IPCs, the issuing of tax-deductible receipts, and
additional reporting and disclosure requirements.
4. Charities (Large Charities) Regulations
Governs the large Charities, deﬁned as those with gross annual receipts >$10 million in the
two ﬁnancial years immediately preceding the current ﬁnancial year. It outlines regulations
such as the minimum number of governing board members and audit requirements.
5. Charities (Fund-Raising Appeals for Local and Foreign Charitable Purposes)
Regulations 2012
Governs fund-raising appeals (locally or overseas) for charitable purposes, the usage of
donations and the 30/70 rule on fund-raising expenses, among others.
6. Charities (Accounts and Annual Report) Regulations 2011
Outlines the provisions regarding statement of accounts, annual report and audit
requirements.
These legislations can be downloaded from the Charity Portal or from Singapore Statutes
Online.

CODE OF GOVERNANCE FOR CHARITIES AND IPCS
Besides the above legislations, Charities are encouraged to comply with the key principles
and guidelines established in the “Code of Governance for Charities and Institutions of a
Public Character” introduced by the Charity Council in 2007 (and revised in 2011). The Code
serves to provide guidance to board members regarding best governance and management
practices that Charities could adopt to boost public conﬁdence.
Figure 3 lists the nine areas highlighted in the Code:

Charities and IPCs to which the Code is applicable are required to submit the Governance
Evaluation Checklist (GEC) via the Charity Portal annually. The disclosure of all GECs on the
Charity Portal has been in eﬀect since August 2014.
According to Ang Hao Yao, Chairman of SATA CommHealth, adhering to the Code should
not be seen as a mere box-ticking exercise. He believes that the Code can serve as a useful
guide when Charities set up governance structures and procedures. It also serves to assist
the boards in maintaining the highest standards of governance and, in turn, ensures that
the respective communities receive the greatest beneﬁt from the Charities (see Box Story
2).
The board is central to the Charity’s governance. As such, the board members will have to
be aware of their responsibilities outlined in the Code, such as when dealing with issues
relating to conﬂicts of interest, and disclosure and transparency (See Box Story 3).
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3667
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BOX STORY 2: INTERVIEW WITH ANG HAO YAO, CHAIRMAN, SATA COMMHEALTH

Ang Hao Yao, Chairman, SATA CommHealth

In 2014, SATA CommHealth won the Special Commendation Award for Board Renewal and
Strategic Repositioning in the Charity Governance Awards.3 This recognition was given to
the Charity’s corporate governance practices that ensure the best interests of the Charity,
especially on the selection of board members, and review of business foci and strategies.
“Adhering to the Code should not be seen as a box-ticking exercise but rather as a
framework by which to organise governance. I have found that the way the Code is set up,
in sections like Board Governance, Conﬂict of Interest, Human Resource and Financial
Management, et cetera, serves as a useful guide when Charities set up governance
structures and procedures.
“For example, the Code suggests that Charities consider setting term limits for board
members. SATA CommHealth has thus adopted a maximum term limit for directors. The
board therefore actively plans succession for Chairman, committee chairs and board
members. This tone set at the top is expected to cascade to senior management and below.
We believe this principle inculcates an organisational culture of continual improvement for
our long-term sustainability.
“The Code also recommends that a board periodically review its mission and vision,
approve a strategic plan, track and review programmes, ensure reviews are conducted for
internal controls and processes, regularly monitor expenditures and approve the annual
budget. I believe that these and the many other principles and guidelines of the Code can
aid boards to maintain the highest standards of governance so as to ensure that the
respective communities served receive the greatest beneﬁt from the Charities.”

BOX STORY 3: CONFLICTS OF INTEREST AND RELATED-PARTY TRANSACTIONS

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3667
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BOX STORY 3: CONFLICTS OF INTEREST AND RELATED-PARTY TRANSACTIONS
One often-cited criticism of Charities’ conduct revolves around ﬁnancial deals that enriched
either a board member or a staﬀ member, due to the failure to properly handle so-called
“related-party transactions”. An interesting case in point is the UK Charity founded by the
Queen’s grandson to organise her recent 90th birthday celebrations. According to the
popular press, the Charity was given a “red” risk rating by the Charity Commission, following
revelation that his for-proﬁt company was to be paid an “undisclosed” fee for organising the
event, which turned the controversy into a “royal PR disaster”.
Such conﬂicts-of-interest transactions involving a director are not in and of themselves
improper. They are, in fact, quite common. It is the manner in which the director and board
deal with and disclose the conﬂict that determines the propriety of a decision or
transaction. Indeed, the Code speciﬁes that Charities should have clear policies and
procedures in place to declare, prevent and address potential conﬂicts of interest (Figure 3).
Given the risks and responsibilities, a written conﬂict-of-interest policy is strongly
recommended. Despite this, in our review of the ﬁnancial statements/annual reports of 200
IPCs for FY 2013, only 72 explicitly stated that they have such a policy in place for the board,
and 54 for the staﬀ. Of the 72 IPCs, only seven also explicitly stated that they have a
“related-party transaction” policy.
Keeping the board and relevant stakeholders informed of ﬁnancial transactions with
insiders is a basic risk management step that can protect an organisation time and again.
The accountants can play an important role to help more Charities put such procedural
checks and balances in place.

CONCLUSION
Charities engage in programmes and activities to provide services to individuals and
communities, and depend largely on donations, government grants and other sources of
income to support their mission. In turn, the funders and government would demand that
the Charities are accountable for the way they obtain and use these resources. The most
common mechanism of accountability is the formal reports. As noted earlier, the Charities
(Accounts and Annual Report) Regulations 2011 outlines the provisions regarding the
statement of accounts, annual report and annual audit. To preserve the public trust, such
formal reporting is an important function for Charities. We will extend our discussion, in
the next article, to look at Charities’ ﬁnancial reporting process and the challenges they may
face.

Dr Isabel Sim is Senior Research Fellow, Department of Social Work, Faculty of Arts and
Social Sciences, NUS, as well as Director (Projects), Centre for Social Development (Asia).
Associate Professor Alfred Loh and Professor Teo Chee Khiang are both from the
Department of Accounting, NUS Business School. The writers gratefully acknowledge the
contributions of Tan Shi Hui and Gong Yuan, Research Interns, NUS.
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South East Asian Countries. Social Insight Research Series. Singapore: Lien Centre for Social
Innovation, Singapore Management University
2

The diﬀerent tiers are Basic I, Basic II, Enhanced and Advanced.

3

This is an initiative by the Charity Council to recognise Charities that have adopted the
highest standards of governance.
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ASEAN Economic Community Part 2

BY

FRANCIS TAN

TRADE AND INVESTMENT OPPORTUNITIES
In the ﬁrst of this three-part series published in IS Chartered Accountant, June 2016, we
discussed the economic potential of ASEAN in view of the implementation of the ASEAN
Economic Community (AEC) at end-2015. We also highlighted the favourable demographic
and income trends that will drive ASEAN economies to become one of the top economic
regions.
In this second part, we call attention to the lack of infrastructure development in ASEAN
today as the biggest challenge – and the fact that it presents immense opportunities for
foreign direct investment (FDI). With better
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3669
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foreign direct investment (FDI). With better infrastructure, more manufacturing and
services can be generated, leading to increased trade volumes in goods and services for
ASEAN members. In the third and ﬁnal part of the series, we will discuss the closer
integration between ASEAN and China, which is a result of several ongoing initiatives such
as the One Belt, One Road; Asian Infrastructure Investment Bank (AIIB); Trans-Paciﬁc
Partnership (TPP), and the AEC.

Entrepreneurs may soon ﬁnd it worthwhile to extract the best value each
ASEAN member can bring due to both the complete elimination of tariﬀs for
trade among ASEAN countries, as well as the improvement in infrastructure
stock in the years ahead.
LACK OF INFRASTRUCTURE WILL ATTRACT MORE FDI
In our earlier article on the opportunities that ASEAN presents, we highlighted that ASEAN’s
favourable demographic and income trends will drive ASEAN economies to become one of
the top economic regions for investment with its single production base and a large
consumer market for global corporates.
However, even though the software (that is, abundant low-cost labour, natural resources,
potentially large consumer class) for economic prosperity looks to be in place, one cannot
ignore the severe lack in the hardware – under-developed infrastructure stock in ASEAN.
According to the Asian Development Bank, more than US$8 trillion of infrastructure
investment will be required in Asia between 2010 and 2020, with over US$800 billion of that
in ASEAN.
For comparison, we bring up one example that underscores the lack of infrastructure
investment in the region – by 2020, investment in high-speed rail in China is projected to
reach US$300 billion (the equivalent of Malaysia’s nominal GDP in 2013), with total track
length of 25,000 kilometres. In contrast, ASEAN’s ﬁrst high-speed rail has barely gotten oﬀ
the ground, with Malaysia and Singapore still in the planning phase of the 330-kilometre
Kuala Lumpur-Singapore line. This project has an estimated cost of US$12 billion and is
slated for a 2020 completion. Thailand is also reportedly going ahead with its high-speed
rail project. Targeted for completion in 2021, this will eventually be part of the 3,000kilometre Kunming-Singapore line that will pass through Laos, Thailand and Malaysia.
That is just for rail infrastructure. In terms of overall infrastructure needs, a recent
McKinsey study shows that other than Japan, the value of infrastructure stock (excluding
housing) in most developed economies averages around 70% of GDP. If we take this
percentage as a rule of thumb, we observe that the average infrastructure stock among
ASEAN economies (49% of GDP) falls short of the global benchmark by a large extent.
Nevertheless, we are of the opinion that the existing lack of infrastructure investment, as
well as the opening up of frontier ASEAN economies such as Myanmar, presents huge
opportunities for investors. In fact, the current predicament has already attracted foreign
investors’ attention and ASEAN has been experiencing increased FDI inﬂows over the past
few years. ASEAN has been so successful in its draw of FDI that its FDI inﬂows surpassed
China for the ﬁrst time in 2013, after falling behind for more than a decade.1
We anticipate that the FDI ﬂows into ASEAN will continue to gather momentum. The stock
of FDI accumulation in ASEAN has been rising at a steady annualised rate of 15% since
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3669
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of FDI accumulation in ASEAN has been rising at a steady annualised rate of 15% since
1980. Even with a conservative assumption of about 7.3% in annual growth (that is, half the
growth rate between 2009 and 2013), we expect the stock of investment in ASEAN to nearly
triple to US$5.2 trillion in 2030, from our estimates of US$1.8 trillion in 2015.2

… we think that the ASEAN economic integration will only be further
strengthened by the commencement of the AEC, since it provides the
strongest signal and commitment to global investors that ASEAN leaders are
steadfast in this integration which will make it more cost-eﬀective for ﬁrms.
SHARE OF TOTAL GLOBAL TRADE TO INCREASE TO 8% BY 2030
ASEAN has long been a trade-driven economic bloc with its members, at diﬀerent stages of
economic development, bringing to the table a varied chain of comparative advantages
such as low-cost labour, abundant natural resources, and close-knit intra-ASEAN
governmental relationships.
However, as mentioned in the earlier segment, the under-development in basic
infrastructure among ASEAN members has proven to be a major hurdle for entrepreneurs
to either base their factories/plants in these countries or to seek market access into the
large consumer base. Moreover, the cost hurdle of shipping semi-ﬁnished products due to
the existing tariﬀs on trade within ASEAN members has also shown that having a
fragmented production value chain across ASEAN countries may not be a cost-saving move.
All these are changing. Entrepreneurs may soon ﬁnd it worthwhile to extract the best value
each ASEAN member can bring (for example, abundant natural resources, lower-cost and
semi-skilled labour, creative and design industries, strong logistics chains, etc) due to both
the complete elimination of tariﬀs for trade among ASEAN countries, as well as the
improvement in infrastructure stock in the years ahead.
As such, we think that the ASEAN economic integration will only be further strengthened by
the commencement of the AEC, since it provides the strongest signal and commitment to
global investors that ASEAN leaders are steadfast in this integration which will make it more
cost-eﬀective for ﬁrms.
Even before the AEC, ASEAN’s total trade (exports plus imports) as a share of world trade
has been growing, due to the sheer potential within the bloc. For example, ASEAN’s total
trade amounted to 6.2% of total world trade in 2004, and rose to 6.8% in 2014.3 That may
sound insigniﬁcant when compared with the scale of other economic blocs such as the
Eurozone and North American Free Trade Area (NAFTA), but the rise in ASEAN’s world trade
share came during a period when trade was falling for the other two aforementioned blocs.
Assuming the same CAGR growth rates experienced in the 2004 to 2014 period, we expect
ASEAN’s share of total world trade to rise further to 8.0% by 2030 (US$4.8 trillion), while
that for Eurozone and NAFTA will continue to fall.

ASEAN CONTINUES ITS FOCUS ON EXPORT-ORIENTED GROWTH
The reduction of tariﬀ rates to zero for goods moving within ASEAN economies will
encourage investments in the manufacturing and trade industries, as production
fragmentation utilises the factor abundance (for example, wealth of natural resources,
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3669
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fragmentation utilises the factor abundance (for example, wealth of natural resources,
sheer size of young, semi-skilled labour force, availability of inexpensive land, etc) and
comparative advantages that are endowed in each nation. With ASEAN countries competing
as a manufacturing powerhouse in the global arena, the result will be even higher export
growth in the years ahead. We forecast that ASEAN exports to the world will grow at an
annual rate of 9% from 2015 to 2030, compared with the export growth forecasts of 4.4% in
the European Union, 6.1% in the US, and 7.2% in China.
That said, even before the commencement of the AEC, ASEAN nations have been exporting
predominantly intra-regionally (that is, intra-ASEAN exports) and to China (including Hong
Kong). In 2013, 42.5% of total ASEAN merchandise exports were slated for ASEAN and China
(including Hong Kong). ASEAN’s merchandise exports to China increased as China built up
its manufacturing capabilities in the last decade to become the world’s factory.
With the already strong trade and investment relationship between China and ASEAN, what
would the AEC mean for both partners in 2016 and beyond? China has also mooted the
One Belt, One Road, and started the AIIB. Together with the TPP, what is the role of the AEC
in the new world of enhanced trade partnerships?
We will explore the topic on the new China-ASEAN connection in the third and ﬁnal part of
this series.

Francis Tan is Economist, Global Economics & Markets Research, UOB. This article was ﬁrst
published in UOB’s Quarterly Global Outlook 1Q2016. Reproduced with permission.
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“Other Information” in an Audit (Part 1)
BY

BY FOO SEE LIANG

THROUGH THE SSA 720 (REVISED) LENS
On 15 December 2016, a suite of seven new and revised auditor reporting standards as well
as related conforming amendments to other International Standards on Auditing (ISA) will
come into eﬀect in more than 110 countries around the world, including Singapore. The
International Auditing and Assurance Standards Board opined that the auditor reporting
enhancement endeavour is “the most visible change in auditing in more than 50 years”.1
The change is profoundly evident. In the case of listed entities, the key audit matters which
were previously conﬁned to discussions between the auditors, management and those
charged with governance (TCWG) will have to be appropriately disclosed in the enhanced
auditor’s report. Based on initial evidence from early adopters of Singapore Standard on
Auditing (SSA) 701 Communicating Key Audit Matters in the Independent Auditor’s Report,
the typical one-page audit report will make way for a more informative auditor’s report,
ranging from four to six pages. Such explicit audit disclosures have signiﬁcant governance
implications. They help draw the attention of management and TCWG to the corresponding
disclosures in the ﬁnancial statements to which references are made in the auditor’s report.
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3677
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The inclusion of other information (OI) accompanying the audited ﬁnancial statements is
already a common disclosure practice. OI comprises ﬁnancial or non-ﬁnancial information,
other than the ﬁnancial statements and the auditor’s report, included in an entity’s annual
report. For listed entities, OI usually comprises a signiﬁcant portion of an annual report.
With the potentially diverse and voluminous amount of information, the misstatement of
OI is a possibility. When a material inconsistency between OI and the audited ﬁnancial
statements exists, it can undermine the credibility of the audited ﬁnancial statements and
the auditor’s report.
The extant SSA 720 requires the auditor to read (but not audit) OI in relation to the audited
ﬁnancial statements with no reporting obligations unless there is an uncorrected material
misstatement of OI. However, this will change when SSA 720 (Revised) The Auditor’s
Responsibilities Relating to Other Information comes into eﬀect on 15 December 2016 for
all entities. To further amplify audit quality in relation to OI, the revised auditor’s report is
required to:

+
+
+

Include a separate section in the auditor’s report to identify OI;
Describe the auditor’s responsibilities in relation to OI;
Report on any uncorrected material misstatement of OI, or when there is none, to categorically state, for
example, that “There is nothing to report” or “There is no exception to report”.

It is a signiﬁcant change. While OI is not audited,2 nonetheless, OI reporting in the form of a
new OI section, will be mandatory in the enhanced auditor’s report. It aims to magnify the
communicative value of an audit by bringing users’ attention to the auditor’s involvement in
OI.
In light of the new OI reporting responsibility, SSA 720 (Revised) further enhanced the
extant SSA 720. There are three key changes. This article focuses on two of them, namely,
the auditor’s OI reporting responsibility, and the scope of OI.

KEY CHANGE NUMBER 1: OI REPORTING RESPONSIBILITY
What are the changes?
Rather than reporting OI by exception (that is, when an uncorrected material misstatement
of OI exists), SSA 720 (Revised) requires the auditor to report on OI as an integral part of
the auditor’s report. Therefore, when there is no exception in the OI received prior to the
date of the auditor’s report, an explicit positive statement (that is, There is no exception) is
required in the auditor’s report.
But what about OI that is expected to be received after the date of the auditor’s report?
There are two key new requirements. Firstly, the details of the relevant OI must be
identiﬁed and disclosed in the auditor’s report for a listed entity.3 Secondly, a further
statement must be made stating that when the OI is read and a material misstatement
exists, it will be brought to the attention of TCWG.4
Fundamentally, while there is additional OI reporting in form and substance, the auditor’s
overarching principle on OI responsibility has not changed. More succinctly, OI is not
audited and the auditor is “not required to obtain audit evidence beyond that required to
form an opinion on the ﬁnancial statements.”5
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3677
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What do they mean?
SSA 720 (Revised) ushers in a new genre in OI reporting responsibility that aﬀects the
management, TCWG and the auditor. With OI reporting being spotlighted in the auditor’s
report, management and TCWG would appreciate the importance ascribed by the auditors
(and also users) to OI. The auditors, inter alia, need to consider three key implications.
Firstly, they need to engage and update clients early to keep them “on the same page” in
relation to the new OI reporting requirements (and all related enhancements) and their
implications on the audit process.
Secondly, with OI reporting being made mandatory, the OI work should be further
integrated with the overall audit planning. More speciﬁcally, there should be arrangements
to obtain the OI, design the OI-related works to be performed, and assign the appropriate
staﬀ (for example, in terms of knowledge and experience) for OI work. The client’s OI
process must be understood and assessed from a risk-based lens. This helps to highlight
the key OI areas to focus on, and the appropriate resources to be deployed for the OI work.
With potentially so many moving parts in the OI reporting process, there should be
adequate discussion and understanding of the audit plan with TCWG and to formalise key
OI deliverables and timelines.
Thirdly, while the overarching principle on OI responsibility remains unchanged, the same
cannot be said about the auditor’s OI work eﬀort. Undoubtedly, additional requirements
mean more work. The staﬀ must be adequately prepared and trained on the new
requirements. The nature of OI can be diverse, as is the potential call for a greater degree
for professional judgement in OI work. Perhaps what matters most for the auditor’s OI
work is the proper support from management and TCWG.

KEY CHANGE NUMBER 2: SCOPE OF OI
What are the changes?

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3677
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SSA 720 (Revised) clariﬁes the scope of OI by contextualising and demarcating it in relation
to the annual report. In other words, OI is any ﬁnancial and non-ﬁnancial information (for
example, Directors’ Statement) in the annual report other than the ﬁnancial statements and
the auditor’s report (Figure 1).
So what is not OI? SSA 720 (Revised) speciﬁcally articulates two categories of information
that are outside the OI remit, namely, preliminary announcements of ﬁnancial information,
and securities-oﬀering documents, including prospectuses.
What do they mean?
The scope of OI is important as it also deﬁnes the context of OI work. In this regard, there
are four key considerations for the auditors.
Firstly, there is a need to engage and communicate with clients to establish a common
interpretation on what OI is (and is not) within the context of SSA 720 (Revised). Secondly is
to consider OI presented in a foreign language. Arrangement should be made to ensure
they are read and understood. Thirdly is to understand the OI process from a risk-based
lens. This helps to prioritise the OI work eﬀort and articulate the resource requirements.
Fourthly is to map out the current year’s OI universe. Typically, the auditor can gain some
insights by perusing the previous year’s annual report. More importantly, the client must be
actively engaged to help establish the relevant OI universe. Besides the nature of OI, their
purposes, who are responsible, and their availability must also be determined.
There are two types of OI. The ﬁrst comprises OI received prior to the date of the auditor’s
report. The second relates to OI which is expected to be available after the date of the
auditor‘s report. In such an instance, management
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3677
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auditor‘s report. In such an instance, management representation must be obtained to
assert that the ﬁnal versions of these documents will be subsequently presented to the
auditors.
Look for Part 2 of this article in the next issue of IS Chartered Accountant. Part 2 will cover
the last key change – the enhanced systematic approach on OI work – and examine the
implications the changes have on the auditors.

Foo See Liang is Associate Professor (Practice), SMU, and a member of ISCA’s Auditing and
Assurance Standards Committee (AASC). The author expresses his gratitude to Shariq
Barmaky, Chairman of AASC and Partner of Deloitte Singapore, Hans Koopmans, Deputy
Chairman of AASC and Partner of PwC, Kang Wai Geat, Assistant Director, ISCA, and Fua Qiu
Lin, Senior Manager, ISCA, for their guidance and assistance with this article.
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Technology and the Accountant
BY

ICAEW

TREMENDOUS OPPORTUNITIES, PROFOUND CHALLENGES
Digital technology is transforming businesses, economies and societies. The nature of work
is changing, as software increasingly automates tasks, freeing up people to create novel
types of value. Innovative business models are emerging based on platforms and ideas of a
sharing economy.
These changes are starting to impact on the accountancy profession. Change, of course, is
nothing new. Capabilities such as cloud computing and data analytics are enabling
accountants to do things even quicker, cheaper, better and with less human intervention.
There are also more radical opportunities to create innovative services and diﬀerent
organisational models, as well as serve entirely new markets and utilise fast-growing
networks.
But a digitally-based economy creates challenges too. Trends like automation, self-service
and information-on-demand raise real risks of marginalisation, reduced relevance or even
redundancy if the profession fails to adapt to the changing environment. So, how can
accountants maximise the opportunities
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3679
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accountants maximise the opportunities of digital technology to serve the economy and
wider good better?
In ICAEW’s report Providing Leadership in a Digital World, we draw together knowledge
from across the profession on the eﬀect of technology, and lead debate on how to meet
future challenges.

Trends like automation, self-service and information-on-demand raise real
risks of marginalisation, reduced relevance or even redundancy if the
profession fails to adapt to the changing environment.

IDENTIFYING TECHNOLOGY TRENDS
There are many new technology capabilities that have broad application across the
business and consumer environment. For the purposes of this report, we focus on 12
trends that have particular application to the accountancy profession, based on the speciﬁc
activities of accountants. None of these trends are, in isolation, revolutionary. In aggregate,
though, they can cause signiﬁcant disruption to the way that things are done, and what
accountants need to do to be successful. They cover three broad areas – data, interaction
and ﬁnancial technology.
Data
Accounting tasks are grounded in data. Therefore, improvements in the ability to capture,
process, store, analyse, visualise and share data will have particular relevance to how
accountants undertake their work. Trends include big data and analytics, automation, cyber
security and data standards.
Interaction
Accountants interact with many other parties both internally and externally, such as
business functions, auditors, ﬁling authorities, investors, standard-setters and clients.
Trends that change the ways people interact with one another will also be highly inﬂuential.
They include cloud computing, mobile, online services and social media.
Financial technology
Accountants are primarily concerned with ﬁnancial resources. Therefore, innovations in
ﬁnancial technologies may have a signiﬁcant impact on the way that accountants access,
move and manage ﬁnancial resources. Key trends include crypto currencies and distributed
ledger systems, payment systems and mobile money, platform and analytics-based
services.

APPLICATIONS TO THE ACCOUNTANCY PROFESSION
Technology capabilities are only part of the picture. They need to be applied to a speciﬁc
business context in a way that provides value. Furthermore, the pace of change in
technology is typically faster than change in human behaviour. Therefore, even where
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3679
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technology is typically faster than change in human behaviour. Therefore, even where
capabilities exist, altering the way we do things can still be a long process.
We are seeing substantial changes in many aspects of accountancy. The business
environment is changing quickly, with many businesses moving more and more operations
online. This creates new risks to manage, such as cyber security. Finance systems and
processes are increasingly moving online. Many ﬁnance functions have focused on
increasing operational eﬃciency through capabilities such as automation. We are seeing a
renewed focus on shared service centres, global process hubs and outsourcing, where
economies of scale justify substantial investments in extensive process automation.
Innovations in ﬁnancial services are also providing new products and services, as well as
access to diﬀerent markets. The large audit ﬁrms are investing substantially in big data and
analytics to support new approaches to audit, as well as their other services. The shift to
online, cloud and mobile platforms signiﬁcantly aﬀects the way that accountants interact
with others. The ability for both accountant and client to access accounting information on
demand typically empowers clients and changes the nature of the relationship.
Furthermore, tax authorities and ﬁling authorities have embraced digital platforms and
moved their interaction increasingly online. These changes are opening up accountancy
markets to fresh sources of competition and leading to far greater self-service by clients
and tax payers.

POSITION FOR THE FUTURE
We take a fundamentally positive view of the future, focusing on the ways that the
profession can use new technology to serve people and businesses better. But of course
there are other possible paths. For example, some fear growing marginalisation and
reduced relevance as the business environment changes radically. There are fears about
the future role of accountants as artiﬁcial intelligence steadily takes over many accounting
tasks. There is also the threat of growing competition from other sectors, such as
technology companies.
How does the profession ensure that it is well-positioned to take advantage of the
opportunities and manage the risks of more radical and disruptive change? We identify
three ways in which it needs to prepare for future.
Deliver valuable accounting tasks and services
Accounting tasks are grounded in the needs of businesses and their stakeholders. If those
needs change, some of the fundamental practices of accounting may need to evolve to
reﬂect that. Accountants can potentially exploit enhanced capabilities to improve what they
do in many ways. Greater use could be made of diﬀerent sources of data to bring fresh
insights about customers, operations or strategy. Predictive models could play a larger part
in strategy, planning and control activities, with risks and opportunities more clearly
identiﬁed and understood. Furthermore, new technologies open the way for innovative
services which can add greater value to businesses.
Build diﬀerentiated skills
Trends such as automation threaten to take over many basic tasks and accountants will
need to be ﬂexible and position themselves with the skills to deliver relevant services. This
is especially important given the diﬃculty in predicting how technology may evolve and be
applied across businesses. Accountants
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3679
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applied across businesses. Accountants will need to focus on the diﬀerentiated value that
they can oﬀer businesses, the economy and the wider public interest. The environment will
emphasise personal characteristics such as ﬂexibility, collaboration and openness to
change. It will also require a willingness to learn and acquire fresh skills throughout a
career.
Encourage responsive organisations
Improved technology capabilities open up fresh possibilities in organisational models which
will likely result in greater competition. Good accounting organisations will need to be
highly responsive and ﬂexible if they are to thrive. Organisational models will need to
exploit trends such as automation and globalisation to maximise eﬃciencies and minimise
costs. But they will also need to attract and retain increasingly high-skilled employees who
may have more choice in career paths and diﬀerent attitudes to employment.

Greater use could be made of diﬀerent sources of data to bring fresh
insights about customers, operations or strategy. Predictive models could
play a larger part in strategy, planning and control activities, with risks and
opportunities more clearly identiﬁed and understood.

DEFINING COLLECTIVE ACTION
Individual accountants and organisations will deﬁne their own responses to the changing
business environment, developing their services, skills and organisational models
accordingly. But there is a limit to what individual actions can achieve. There are areas of
common interest and opportunities to share knowledge for mutual beneﬁt. Deep changes
may also require system-wide actions.
As a result, there is an important role for co-operation between diﬀerent stakeholders.
Speciﬁc actions will vary depending on the area, such as tax, reporting or audit. But there
are some common themes.
Awareness and education
It is critical to help accountants prepare and position themselves for new challenges. These
activities also help organisations understand the beneﬁts and risks of technologies and
manage their strategy and operations accordingly. Furthermore, businesses, policymakers,
regulators and others need to appreciate what is changing so that they can make good
decisions.
Innovation and collaboration
Innovation in accountancy is primarily driven by business needs and market forces.
Accountancy practices innovate due to competition in the market and the need to provide
value to clients. But innovation can sometimes be helped by collaboration. Shared solutions
can be useful where mutual beneﬁts outweigh the possibility for competitive advantage.
Common platforms can reduce the investment required by individual organisations so that
change becomes economically viable. They also enable a degree of integration between
diﬀerent players that ultimately beneﬁts all.
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3679
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Achieving system-wide change
There are occasions when stronger intervention is required, such as when amendments to
standards or regulations are needed. In these cases, regulators and standard-setters have a
key role in driving change. But they require support to provide the evidence and a case for
change or continuity. Consideration also needs to be given to how to incentivise diverse
stakeholders.

ACCOUNTING IN A DIGITAL WORLD
Accountants have tremendous opportunities from the shift towards a digitally-based
economy, as well as profound challenges. Actions should be demand-led and based on the
needs of diﬀerent stakeholders. There are many areas of potential activity, and
prioritisation is an important step.

This is an excerpt from the ICAEW report Providing Leadership in a Digital World.
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The Global Rise of Mega Cities
BY

PERSPECTIVES@SMU

IMPENDING URBAN CHALLENGES
According to the United Nations, Tokyo was the most populated city in the world in 2014
with nearly 38 million residents. Next on the list were Delhi in India (25 million) and
Shanghai in China (23 million). Osaka notwithstanding, the cities that round out the Top 10
– Mexico City, Sao Paulo, Mumbai, Beijing, New York, Cairo – were all expected to grow.
While an ageing population shrinks Japanese cities, over a dozen urban centres worldwide
have broken the 10-million mark to join the ranks of mega cities in the last two decades,
China, which has six mega cities, exempliﬁes what cities can do for economic development.
But the accompanying issues of pollution and overcrowding need careful planning for a
mega city’s long-term viability.
“We have an urban population of about 1.6 billion people, and this is predicted to grow to
2.3 billion by 2025,” says Noeleen Heyzer, former United Nations Under-Secretary-General
and Executive Secretary of the United Nations Economic and Social Commission for Asia
and the Paciﬁc (UNESCAP) from 2007 to 2014. “Every day, there will 120,000 new additions
to our cities for the next 10 years. They’ll
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3684
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to our cities for the next 10 years. They’ll require jobs, housing, services, leisure and so on.
“This has an eﬀect on our ecological footprint. We consume about 67% of all energy usage,
our cities emit 71% of all greenhouses gases emissions. We produce 300 million tonnes of
solid waste every year. This means we have polluted waterways, polluted air, and
congested roadways. On top of this, we actually contribute to climate change at an extreme
rate.”

“But master planning without public engagement and community
involvement risks a city without ownership, a city with a sense of alienation.
I think public engagement is critical to making cities that work for people
who actually live in them.”
Lily Kong, Provost, Singapore Management University

HOW BIG CAN MEGA CITIES GET?
While urbanisation may appear inevitable, it will not go on indeﬁnitely. Stephen Cairns,
Programme Director at Future Cities Laboratory, observes that humankind is undergoing its
steepest ever growth in urbanisation, but “that phase will ﬂatten oﬀ and we will reach a
new equilibrium” once Africa completes the industrialisation process started by Britain in
the 19th century.
But how much would mega cities have grown by then?
“For me, the ﬁgure itself doesn’t matter,” Cairns said at the recent recording of a discussion
panel for Singapore-based station Channel NewsAsia’s Perspectives programme, “Urban
Challenges in Asia’s Mega Cities”. “The architects and planners on this panel feel that we
have the skills and technology to manage and deliver those sorts of densities in the right
conﬁguration. We can all think of cities which are very, very dense and intolerable, and
cities which are very, very dense but give you all the buzz that you are looking for.
“Mumbai (20.7 million people) is one of the most densely-populated cities on earth but it
delivers none of the excitement that the same density delivers in New York (18.6
million). It’s a provocative way to open the conversation, but it really comes down to the
planning and governance of the city.”
For Lily Kong, Provost and the Lee Kong Chian Chair Professor of Social Sciences at
Singapore Management University, not enough thought has been put into the said
planning. “In some cities, there has been a ceding of responsibility by city governments
saying, ‘We’ll privatise – let the private sector take care of these things.’ I think that’s
wrong,” she emphasised. “Perhaps that belies my own background of coming from
Singapore, which some people say is hyper-planned. Nevertheless, I believe in planning.
“But master planning without public engagement and community involvement risks a city
without ownership, a city with a sense of alienation. I think public engagement is critical to
making cities that work for people who actually live in them.”
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By 2050, two out of three people on earth will live in cities, many in mega
cities with over 10 million residents. Planning must be done today to manage
inevitable infrastructural and social tensions.

SUSTAINING MEGA CITIES AND SOCIAL FABRIC
Kong argues that globalisation has changed the nature of urbanisation from an intranational rural-urban movement of people to one that is truly global. When millions of
people with diﬀerent backgrounds and cultures come into contact with each other daily,
managing social tensions become as important as providing for essential infrastructure
such as housing and plumbing.
“I worry about the social fabric of cities,” Kong mused. “When we talk about city planning,
we tend to talk about physical planning. I don’t belittle the importance of that at all but
because we pay attention to that dimension of urban planning most of the time, we let slip
the other dimension which is the social sustainability of cities.
“Sometimes, people even push back and say those are the things that cannot be planned or
managed, and that it has to be organic. I believe in the organicity of that, but I also believe
it is possible to put in place policy to try and ensure that cities are socially robust.”
That concern is reﬂected in rising tension in global cities worldwide. Paris banned Muslim
street prayers in 2011 just months after outlawing the burqa, while a UK report in 2013
found that low-skilled and destitute migrants were “disproportionately involved in crime
like shoplifting and disorderly conduct”. Even in Singapore, questions were raised when a
fatal traﬃc accident involving a migrant construction worker led to the island’s ﬁrst fullblown riot in four decades in 2013.
Social tensions touch on issues such as urban poverty, which has risen as globalisation
magniﬁes the gap between the haves and have-nots, alongside perennial bugbears such as
overcrowding, congestion, and waste management. What can be done to address these
issues?
“First of all, what type of urban future do we want?” asked Heyzer. “We need to think about
an urban future that is productive for all because we do have urbanisation of poverty and
inequalities. We need to make sure we have socially inclusive and just cities. We need to
make sure they are environmentally sustainable, culturally vibrant as well as internationally
and regionally connected.
“How do we reform urban governance to achieve this? With that range of issues and the
complexities involved, we cannot just rely on the government or the private sector or civil
society. We need to engage citizens. We need to make sure the government, the private
sector, civil society and citizens come together to solve some of these problems.”
She concludes, “People can no longer be seen as beneﬁciaries of urbanisation, they need to
be seen as agents of change.”
Wong Heang Fine, Group CEO of urban planning consultancy Surbana Jurong, puts it plainly,
“I think, for us, we have to be prepared to change. For example, we like to take our cars. In
the future, we may not have cars. We throw
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3684
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the future, we may not have cars. We throw our rubbish now all in the same bag but, in
future, we might have to separate our trash into diﬀerent bags.
“The thing that individuals need to do is to be prepared for changes to our present
lifestyles. If you are not prepared to change, going forward, the world will be less
acceptable. Our children will have to contend with more problems than what we have
today.”

Noeleen Heyzer, Stephen Cairns, Lily Kong, and Wong Heang Fine were part of a discussion
panel for “Urban Challenges in Asia’s Mega Cities”, the SMU-Channel NewsAsia programme
titled Perspectives, recorded at SMU Labs at Singapore Management University. This article
was ﬁrst published in the March 2016 edition of Perspectives@SMU. Reproduced with
permission.

http://journal.isca.org.sg/#!edition/editions_july2016/article/page3684

4/4

30/06/2016

How to Share the Benefits of Technology

VIEWPOINT S H A R I N G T H E B E N E F I T S O F T E C H N O LO G Y

How to Share the Benefits of Technology

BY

EDUARDO RODRIGUEZ-MONTEMAYOR

GET BASIC SURVIVAL ANXIETIES OUT OF THE WAY
Although digital technologies, robotics and artiﬁcial intelligence continue transforming the
way we work, produce and live, technological change is no longer unanimously viewed as
the indisputable driver of prosperity as it was in the past.
The beneﬁts of technology are increasingly ﬂowing to the top one percent of the
socioeconomic pyramid at the expense of workers. Technology is at least partly responsible
for a polarisation of jobs in many developed countries – a decline of middle-skill
occupations accompanied by the growth in both high- and low-skilled occupations, with the
high-skilled earning more and the low-skilled
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3689
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high-skilled earning more and the low-skilled earning less.
There are more and more voices pointing out that this winner-takes-all society will
inevitably give way to a new social contract as social inequalities increase. Certainly, letting
innovation and the more productive ﬁrms ﬂourish is good for the economy. But the
divergence between productivity and wages suggests that it is time to re-think how to
distribute the beneﬁts of technology.

TECHNOLOGY IS NOT EVIL
Technology is not reducing the number of jobs permanently, and we are unlikely to see
mass unemployment predicted since Karl Marx. In the long run, it may be the case that
technological progress aﬀects the types of jobs, not the number of jobs, as Professor David
Autor of MIT has proposed many times. But some people still lose in the process.
Due to phenomena like machine learning and other sub-ﬁelds of artiﬁcial intelligence, up
to 57% of jobs are susceptible to automation in OECD countries. Manual tasks and routine
cognitive jobs have suﬀered. By contrast, some skills and occupations have gained. The
share of non-routine analytical and interactive job tasks (that require expert thinking and
complex communication skills) is increasing. In general, jobs that involve originality, social
intelligence and interacting with complex objects in unstructured environments are less
likely to become automated.
Certainly, many people can adapt by reskilling or moving to other sectors of the economy.
The information technology career cluster has a bright outlook. The healthcare sector is
expanding. But job mobility across occupations and sectors is not easy. While about 8.2% of
the US workforce shifted into new jobs in the 1980s after the arrival of new technologies,
the equivalent number for the 1990s was 4.4% and it could decrease even further.

In general, jobs that involve originality, social intelligence and interacting
with complex objects in unstructured environments are less likely to become
automated.

White-collar jobs are also at risk from automation as software becomes more sophisticated.
The work of paralegals in gathering evidence for a lawsuit, for instance, is being automated.
We also hear of robots gaining the ability to do increasingly complex things, such as the
creation of scientiﬁc hypotheses (thus competing with academics) or machines being more
accurate than human doctors at breast cancer diagnosis. We also hear that “algorithms may
soon be our managers”. Leading economists have suggested that smart machines could
even make whole future generations worse-oﬀ if the appropriate policies are not in place.
New opportunities can emerge from the sharing economy and new business models (Uber,
peer-to-peer ﬁnancing, etc); yet, such options do not necessarily oﬀer employment stability
and, above all, the talent development that is so essential in a knowledge economy.
Technology can facilitate the slicing-up of a wide range of jobs oﬀering more opportunities
to freelancers connected online, in what has been labelled the “human cloud”. But many
experts fear “the rise of the precariat” as independent workers engage in a race to the
bottom in a contractual labour market, fuelled by continuous performance evaluation
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3689
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bottom in a contractual labour market, fuelled by continuous performance evaluation
(often called “digital Taylorism”).
An inclusive society must ensure that those left behind have the opportunity to retrain and
bounce back rather than fall into a spiral of poverty and despair.

A NEW SOCIAL CONTRACT?
New policy options are starting to emerge to ensure a brighter technology-based future.
The introduction of a “citizen’s income” is one that has recently captured interest. A citizen’s
income is an unconditional payment granted to every individual as a right of citizenship.
Everyone receives the same amount, which is only intended to be enough for a person to
cover basic needs (it is thus also called a Universal Basic Income or UBI). People may then
work to earn their regular wage on top of that.
The concept is not at all new. It had even already been envisaged in the 1960s during
similar fears about automation and job destruction. But today, the combination of ageing
populations and old-age dependency, and the growing signs of technological
unemployment of the young, are creating the pre-conditions for campaigns to guarantee a
citizen’s income as inter-generational conﬂicts are intensifying. Top experts discussed this
in the latest meeting of the World Economic Forum.
The principle is based upon the notion of shared ownership of a nation’s wealth – all people
share a “dividend” equally based on economic gains generated by technology. The idea
appeals across the political spectrum. Recent endorsements of the idea were well received
in general. Liberals frame such a policy as “Social Security for all”; conservatives frame it as
“tearing down the welfare bureaucracy”. The main argument in favour is that it is simple
and it thus saves on administrative costs.
In late 2015, the government of Finland began drawing up plans to give each citizen €800 a
month, tax-free. A basic income pilot scheme is being tested in the Dutch city of Utrecht.
The idea has support within the Green and Labour parties in the UK and French MPs were
asked to consider an amendment to the Digital Republic Bill calling for more research into
the basic income idea. Switzerland went as far as running a referendum on the
implementation of such a scheme – which has been rejected for now.
A UBI could become a centrepiece of social solidarity. It prevents absolute poverty while
removing the stigma from state support. An immediate criticism of a UBI is that people will
just not bother to work anymore, similar to criticisms levelled at unemployment insurance.
But unemployment beneﬁts are contingent on not working. A universal income is conferred
on everyone, and would thus avoid that people have the interest to work less in order to
meet the conditions for being eligible. Also, people would feel safer leaving employers,
reskilling via lifelong learning, moving to another place or starting businesses. There is
already evidence that such cash transfers increase one’s willingness to bear risk. This would
encourage people to seek out the careers they desire, more in line with their skills and
motivations, rather than the ones that put “food on the table”. The economy would thus
become more productive by facilitating the eﬃcient reallocation of talent.
In short, the purpose of the UBI is not to save idle workers from poverty; its purpose is to
make people productive. In practice, incentives and training provisions should be put in
place so that income quickly increases from the basic amount. Under Danish “ﬂexisecurity”,
for instance, people are incentivised to
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for instance, people are incentivised to retrain and move to another side of the country.
Is such a policy aﬀordable? The Finns are doing it. In the UK, the Citizen’s Income Trust
argues that the scheme would actually cost less than the existing means-tested beneﬁts
system. The reason is that the payment of beneﬁts would become simpler than the current
budget for “social protection and tax credits” that mixes old-age pensions, child beneﬁts,
tax credits, jobseeker and disability beneﬁts – with some beneﬁts subject to means-testing
and targeting.
What are the obstacles then? The biggest obstacle is one of political feasibility. Many people
still believe that simply providing disadvantaged individuals with a monthly cheque does
not help them get back on their feet and become self-supporting. The opposition in
Switzerland in the national referendum is evidence of this challenge. Political feasibility is
likely to become more challenging in Europe with the migration crisis.

SOCIAL TRANSFORMATION = ECONOMIC TRANSFORMATION
If the idea of UBIs gains ground, the next step in the discussions will be how to ﬁnance
them. Even if such a scheme is aﬀordable at the level of the overall economy, the tax
structure would determine the nature of the whole social contract. Some people propose to
increase taxes on corporations as a means of avoiding the concentration of wealth and
helping foster productivity. Some others propose higher consumption taxes or a land value
tax. The taxation paradigm must change in any case since taxing labour income may not
continue to be the main source of tax revenue, which has been falling anyway.
The current paradox, in which productivity has not been increasing despite rapid
technological change, could be because the social transformation has been too slow.
Without rethinking the social contract and the relationship between work and society, the
disparity between economic winners and losers will continue to grow and technology will
not reach its full potential. We expect major resistance to the way that technology will
reshape the work scene. But change is needed.
Aside from a citizen’s income, we also need massive reform of education systems. Societies
need people with revised skills. So let’s get basic survival anxieties out of the way by taking
the possibility of a citizen’s income seriously. Then we can concentrate on policies for
reskilling people.

The current paradox, in which productivity has not been increasing despite
rapid technological change, could be because the social transformation has
been too slow.

Eduardo Rodriguez-Montemayor is Senior Research Fellow in INSEAD’s Economics
Department and Lead Researcher of the Global Talent Competitiveness Index. This article
was ﬁrst published by INSEAD Knowledge. Reproduced with permission.
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Technical Highlights

ISCA COMMENTS ON IASB EXPOSURE DRAFTS
ED IFRS Practice Statement: Application of Materiality to Financial Statements
ISCA welcomes and supports IASB’s initiative to provide guidance to assist management in
applying the concept of materiality to disclosures in the ﬁnancial statements, and in doing
so, help to improve the usefulness and understandability of ﬁnancial statements. Overall,
ISCA agrees that the draft Practice Statement is helpful to the preparers of the ﬁnancial
statements. However, ISCA believes that there are certain areas which could be enhanced.
ED Transfers of Investment Property (Proposed amendment to IAS 40)
ISCA welcomes and supports IASB’s initiative to address the issue of application of
paragraph 57 in practice on the transfers to, or from, investment properties when a change
in use has occurred. We propose that IASB removes paragraph BC 4 and the phrase
“instead of an exhaustive list” in paragraph BC 6, the reason being that paragraphs BC 4 & 6
mentioned that the list of circumstances listed in paragraph 57 (a) to (d) was meant to be 1/2
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of an exhaustive list” in paragraph BC
6, the
reason being that paragraphs BC 4 & 6
mentioned that the list of circumstances listed in paragraph 57 (a) to (d) was meant to be
exhaustive. However, paragraph 57 was unclear with diﬀering interpretations in the market.
We also propose that IASB considers providing some practical expedients and/or reliefs to
aid entities in the application of the proposed amendments retrospectively.

IASB CONFIRMS AMENDMENTS TO CURRENT INSURANCE CONTRACTS STANDARD
The amendments to the current insurance contracts Standard, IFRS 4, are to address issues
that may arise from implementing the new ﬁnancial instruments Standard, IFRS 9, before
the new insurance contracts Standard that will replace IFRS 4 is issued. IASB expects to
issue the new Standard in September 2016 with an eﬀective date no earlier than 2020.

ISCA COMMENTS ON IAASB’S ITC ON ENHANCING AUDIT QUALITY
Generally, key stakeholders are of the opinion that introducing more rules within the
auditing standards would not be necessary as the existing standards are suﬃciently robust.
Audit professionals should be left to exercise their judgement when designing audit
procedures and determining what constitutes suﬃcient appropriate audit evidence.
Notwithstanding, the stakeholders welcome more practical guidance materials from IAASB
on the three topics raised.

ISCA ISSUES STANDARDS FOR AUDITOR REPORTING ON SPECIAL PURPOSE
FINANCIAL STATEMENTS
Amendments are made and new application materials are added to SSA 800 (Revised) and
SSA 805 (Revised) to explain how the new concepts established by the new and revised
auditor reporting standards aﬀect them. The revised standards are eﬀective for audits of
ﬁnancial statements for periods ending on or after 15 December 2016.

ACCOUNTANTS, LAWYERS RESOLVE TO FIGHT CORRUPTION
The joint statement signed by IFAC, alongside professional accountancy organisations and
the legal fraternity in the United Kingdom, highlights the vital role professional accountants
and lawyers play in ﬁghting corruption as well as their deep commitment to combating
corruption.
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Around the World with Transfer Pricing

BY

FELIX WONG

HOW BEPS IS INFLUENCING TP REGIMES GLOBALLY
There has been increased complexity in Transfer Pricing (TP) and controversy and
heightened need for more proactive engagement with tax authorities. The government
authorities are also taking a more globalised approach in policing the tax base.
The Organisation for Economic Co-operation and Development (OECD) has and continues
to provide signiﬁcant direction on TP through the release of TP guidelines and more
recently, through the Action Plan on Base Erosion and Proﬁt Shifting (BEPS). The OECD also
issued its ﬁnal reports on the 15 focus areas identiﬁed in its Action Plan. The
recommendations range from new minimum
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3695
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recommendations range from new minimum standards to reinforced international
standards, common approaches and leading practices.
While the BEPS Action Plan has been keenly discussed across the world, it is not law. The
BEPS Action Plan is an agreed international tax framework based upon coherence,
substance and transparency. Countries may reference it but the extent of adoption will
vary. Taxpayers are responding by reviewing their businesses, supply chains and ﬁnance
models. The convergence of these developments is escalating operating costs and above
all, companies still have to ensure that they are “audit ready”.

Ernst & Young Solutions LLP Partner and ASEAN International Tax Services Leader, Luis Coronado

Amid this shifting backdrop of developments, the Singapore Institute of Accredited Tax
Professionals organised a technical session on a much-talked about tax topic – Transfer
Pricing – under its Tax Excellence Decoded (TED) series. Facilitated by Ernst & Young
Solutions LLP Partner and ASEAN International Tax Services Leader, Luis Coronado, the TED
session provided the tax community with greater clarity on global TP developments and
more importantly, the implications for companies in Singapore.

KEY BEPS ACTIONS ON TP
Artiﬁcial Avoidance of Permanent Establishment Status (Action 7)
As we advance into a new era of taxation, there is an increased focus on substance over
form. Under Action 7 of the BEPS Action Plan, the threshold as to what would constitute a
Permanent Establishment (PE) is generally lowered. For example, progressively,
commissionaire arrangements and similar sales and marketing models will now likely
create a PE, while the scope of PE exemptions
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3695
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create a PE, while the scope of PE exemptions will be narrowed to only activities that are of
an exclusive preparatory or auxiliary nature.
The lowering of the threshold for PEs may result in the creation of new PEs for some
companies. Should this happen, it is important for the companies to ensure that the
attribution of proﬁts to the new PEs is consistent with their TP policies.
Moreover, an anti-fragmentation provision may also be introduced to prevent enterprises
from artiﬁcially splitting up their cohesive operating businesses into segmented operations
and claiming that each part should not constitute a PE, on the basis that each is only
performing preparatory or auxiliary activities.
To avoid being perceived to be artiﬁcially avoiding a PE, companies may wish to review and
monitor the timing of treaty negotiations and updates in countries they operate in, and
note any multilateral instruments being put in place to ascertain the corresponding
implications. It is also critical to have a robust internal communication channel in place
between the tax team and business units to ascertain and mitigate PE issues and possible
tax risks in order to put in place a sustainable model from a tax perspective.
Aligning TP Outcomes with Value Creation (Actions 8-10)
The BEPS Action Plan describes an intangible asset as something that is “not a physical or
ﬁnancial asset, which is capable of being owned or controlled for use in commercial
activities, and its use or transfer would be compensated had it occurred in a transaction
between independent parties in comparable circumstances”.
It should be noted that mere legal ownership of the intangible assets does not confer any
right to the returns. Instead, the key in determining the appropriate allocation of the
returns is in identifying the entity that is developing, enhancing, maintaining, protecting
and exploiting the intangibles (DEMPE functions), and the entity controlling the associated
risks.
The risks assumed can be analysed using the following six-step analytical framework:
Step
Step
Step
Step
Step
Step

1:
2:
3:
4:
5:
6:

Identiﬁcation of economically signiﬁcant risks with speciﬁcity
Identiﬁcation of contractual assumption of the speciﬁc risk
Functional analysis in relation to the risk
Interpreting steps 1 to 3
Allocation of the risk
Pricing the transaction, taking into account the consequences of risk allocation

If the entity providing the funding exercises control over the ﬁnancial risk assumed, it
should be entitled to an expected rate of return that commensurates with the risk.
Conversely, if the entity provides funding but does not control the ﬁnancial risk, it should
only be entitled to a risk-free return on the capital. On a related note, it is crucial to ensure
the contractual risks assumed align with the actual activities carried out by each entity.
While the emphasis of the BEPS Action Plan hinges on substance, transparency and aligning
TP outcomes with value creation, the level of commitment on avoiding double taxation is
not consistent across the diﬀerent jurisdictions. As a result of the lack of coordination
among tax authorities, companies must be prepared for increased uncertainty on how TP
rules will ultimately be implemented.
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3695
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All in all, companies should consider undertaking a thorough review of their operating
models and evaluate them based on the BEPS recommendations to identify potential risk
areas. Cross-functional discussions with operations, legal, information technology and
ﬁnance teams should be held regularly to assess and prepare for any changes.
TP Documentation and Country-by-Country Reporting (Action 13)
Action 13 of the BEPS Action Plan sets out a standardised approach to TP documentation
and country-by-country (CbC) reporting. The TP documentation comprises a “master ﬁle”
which provides tax administrations with high-level information on a multinational
corporation (MNC)’s global business operations and TP policies, and a “local ﬁle” which
provides detailed information about the local business including related party transactions.
A CbC report, on the other hand, contains broad information about the jurisdictional
allocation of the MNC’s proﬁts, revenues, employees and assets. It should be noted that
CbC reporting is only relevant to MNCs with a consolidated group revenue of €750 million.
Generally, the CbC report should be ﬁled in the country of tax residence of the parent entity
and may be shared with other countries through automatic exchange of information.
However, if CbC reporting is not implemented in the country of residence of the parent
entity, it is still possible for tax authorities to obtain the CbC report from the subsidiaries
resident in their countries through the secondary mechanism (which requires local
subsidiaries to ﬁle a CbC report locally if CbC reporting is not implemented in the country
of tax resident of the parent entity).
TP documentation and CbC reporting provide tax authorities an overview of a company’s
operations. Attention will be drawn towards low-substance entities with material income.
To minimise potential tax controversies, companies should ensure that proﬁts are aligned
to substance. It is recommended that companies review their CbC reporting data to identify
key areas of risks and to ensure consistency between the master ﬁle, local ﬁle and CbC
report (particularly in the ﬁrst year which would form the basis for the subsequent years).

TP IN SINGAPORE
In Singapore, the Inland Revenue Authority of Singapore (IRAS) revised its TP guidelines in
early 2015 and updated its recommendation for taxpayers to prepare and maintain
contemporaneous TP documentation1 to support transactions undertaken with their
related parties. The contemporaneous TP documentation must be dated and prepared
within a stipulated timeframe. Taxpayers have 30 days to submit the documents upon IRAS’
request.
IRAS has included dollar value thresholds (administrative concession) for related party
transactions, which will warrant the preparation of contemporaneous TP documentation
when these thresholds are exceeded. It should be noted that in determining whether the
threshold is met, aggregation should be done for each category of related party
transactions.
If a company lacks contemporaneous TP documentation to support its transactions, IRAS
may be less likely to accept the company’s TP adjustments (if any) or to support the
company’s TP positions, especially in a Mutual Agreement Procedure (MAP) or an Advance
Ruling Arrangement (APA) application.
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3695
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Ruling Arrangement (APA) application.
In January this year, a further revision was published with enhancements to the MAP and
APA processes as well as more guidance on the application of the cost plus method.
As countries grapple with BEPS, TP regimes around the world will continue to change.
Managing the varied TP systems across all jurisdictions a company operates in will be a key
consideration for MNCs in this new tax era. Companies should continue to keep abreast of
the latest BEPS developments and should the need arise, be ready to readjust their
business and TP strategies accordingly.

Felix Wong is Head of Tax, SIATP. This article is based on SIATP’s Tax Excellence Decoded
session facilitated by Luis Coronado, Partner and ASEAN International Tax Services Leader,
Ernst & Young Solutions LLP. For more tax insights, please visit SIATP.

1

Contemporaneous TP documentation refers to documentation and information that
taxpayers have relied upon to determine the transfer price prior to or at the time of
undertaking the transactions.
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FIRST LOOK Q U I Z
Book Quiz
Stand to win the book of your choice! Simply email your answers to the quiz
questions to comms@isca.org.sg by 22 July 2016. Please provide your full
name, NRIC number, mailing address, contact number and the book you’re
interested in.

1 In “Sustainability Reporting”, one of the key value propositions of a sustainability report is
that investors can obtain relevant information beyond mere ﬁnancials to make a more
comprehensive assessment of the company’s
http://journal.isca.org.sg/#!edition/editions_july2016/article/page3712
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comprehensive assessment of the company’s prospects and quality of management.
A True
B False
2 In “ASEAN Economic Community”, the lack of infrastructure development in ASEAN today
is a major hurdle that would derail the regional economic integration agenda.
A True
B False
3 In “Technology and the Accountant”, it is not necessary for the accountancy profession to
keep up with rapid changes in technology as existing ways of doing things can work just as
well.
A True
B False

CONGRATULATIONS
JUNE QUIZ WINNERS
1) Lim Chye Hee Glenn
Sxxxx122-E
2) Yeap Keng Hong
Sxxxx316-A
3) Zhou Siming
Sxxxx483-G

Answers for June quiz: (1) B, (2) A, (3) A
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