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Dear members
The accountancy profession plays an important role in Singapore’s growth as an
international ﬁnancial centre. The country’s strong reputation as a trusted business hub,
with robust corporate governance practices and strong regulatory environment, is
underpinned by a strong professional services eco system supported by a vibrant
accountancy sector.
Accounting professionals play a vital role in economics as their work gives investors and the
public the conﬁdence that a company’s ﬁnancial reports and corporate disclosures are
reliable, and truthfully prepared. In acting in the public interest, ISCA members are required
to observe and comply with the ethics requirements of the ISCA Code of Professional
Conduct and Ethics. Being intimately plugged into what is happening around the world, the
ISCA Code is largely aligned with the IESBA Code and ACRA Code.
Unsurprisingly, the tenets inherent in the ISCA Code also feature prominently in the ISCA
Oath. ISCA members are expected to conduct themselves with integrity, objectivity and
professionalism, and to act in the public interest to uphold the ethics standards of the
Institute and of a CA (Singapore). As the national accountancy body, it is ISCA’s
responsibility to guide members and support them in addressing issues of ethics, raise
awareness of ethics standards and keep them updated on the latest changes.
The August cover story provides details of EP 100 and EP 200 – the two ethics
pronouncements (EPs) that members must comply with – as well as the guidances that ISCA
has developed to help members stay on course about ethics matters. The Ethics Case Files,
which were released recently in July, are a new addition to the “Ethics” section of the
Institute’s online repository of resources. Comprising a compendium of scenarios adapted
from real-life cases of unethical decisions and their consequences, they provide relevant
and useful food for thought.
Over the years, ISCA members have consistently made their mark in diﬀerent ways, and
they continue to do so today. At the recent Singapore Corporate Awards, they made a clean1/2
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4136
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years, ISCA members have
consistently
made
their
mark
in diﬀerent ways, and
they continue to do so today. At the recent Singapore Corporate Awards, they made a clean
sweep of the “Best CFO Award” across all three market segments. Our congratulations go to
ISCA Council member and ISCA CFO Committee member Tony Mallek of Singapore Press
Holdings, Loh Kai Keong of Boustead Singapore, and Tan Kah Ghee of Keong Hong
Holdings. Their win recognises the key role they play in “supporting, advocating and
promoting good corporate governance, disclosure and transparency”, and it is clear that
integrity, objectivity and professionalism underlie their achievements.

The Institute must evolve with its surroundings so that it can serve its stakeholders well. We
also need to be able to look ahead so that we can help “future-proof” our members, and
prepare them to excel in the new global economy. Against this backdrop, the Institute
initiated the “Our Future Together” conversation to critically think about the future of
accountancy in Singapore as the country embarks on its next 50 years. Find out what the
event participants had to say about three key areas of work identiﬁed by the government’s
Committee on the Future Economy. You, too, can play a part to shape the future of the
profession – by sharing your views at our next conversation.
While looking into the future, it is equally important to continue building on the present,
such as helping members to navigate a rapidly-changing regulatory and business
environment. In this respect, although FRS 116 Leases will be applicable from 1 January
2019, from this August issue, we will be publishing a series of articles on leases to equip
members with the right knowledge to stand out from the crowd.
ISCA will be holding its ﬂagship Singapore Accountancy Convention on August 25. With the
theme “Financial Reporting: Meeting Investors’ Needs, Strengthening Market Conﬁdence”,
the event reinforces the need to maintain eﬃcient and vibrant capital markets and ensure
reliable and high-quality ﬁnancial reporting in order to retain Singapore’s competitiveness
in the global economy. I hope to see many of you there, for a day of insightful discussion
and debate about the key issues impacting the accounting landscape in Singapore.
With Singapore’s National Day coming up, let us join hands to wish Singapore a very Happy
51st Birthday.
Gerard Ee
FCA (Singapore)

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4136
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ISCA Members Named “Best CFO” at Singapore
Corporate Awards 2016
ISCA members made a clean sweep of the “Best CFO Award” in all three market
capitalisation segments (large-cap, mid-cap and small-cap) at the prestigious Singapore
Corporate Awards 2016 (SCA 2016).

Winners of the “Best CFO Award”: (from left) Tan Kah Ghee, Tony Mallek and Loh Kai Keong

ISCA Council member Tony Mallek from Singapore Press Holdings took home the award for
large-caps (market capitalisation of S$1 billion and above); Loh Kai Keong, Boustead
Singapore, for mid-caps (S$300 million to less than S$1 billion), and Tan Kah Ghee, Keong
Hong Holdings, for small-caps (less than S$300 million).

“BEST CFO” AWARDEES
Market cap of S$1 billion and above
TONY MALLEK, Singapore Press Holdings
Market cap of S$300 million to less than S$1 billion
LOH KAI KEONG, Boustead Singapore
Market cap of less than S$300 million
TAN KAH GHEE, Keong Hong Holdings
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4070
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TAN KAH GHEE, Keong Hong Holdings
The award-winning CFOs are recognised for their signiﬁcant role in supporting, advocating
and promoting good corporate governance, disclosure and transparency. They are
exemplary role models in corporate ﬁnancial disclosure by going beyond the regulatory
ﬁnancial reporting requirements, and help to create long-term sustainable shareholder
value. In addition, they help the business navigate change and advise on strategic direction,
and are eﬀective leaders for the ﬁnance & accounting function. All Best CFO nominees were
also evaluated on the three areas of personal and professional qualities, knowledge and
experience, as well as track record and accomplishments.
Now into its 11th year, SCA recognises and promotes excellence in corporate governance
among listed companies. It incorporates ﬁve key awards – Best Managed Board Award, Best
Chief Executive Oﬃcer Award, Best Chief Financial Oﬃcer Award, Best Investor Relations
Award, and Best Annual Report Award.
SCA is co-organised by ISCA, Singapore Institute of Directors and The Business Times. It is
supported by the Accounting and Corporate Regulatory Authority and Singapore Exchange.

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4070
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First Locally-formed Accounting and Professional
Services Network
An MOU signing ceremony on June 28 to form RT ASEAN Network established various ﬁrsts
for the accounting and ﬁnance sector. It signiﬁed the setup of the ﬁrst locally-formed
accounting and ﬁnance services network; it brought together accounting and ﬁnance
professionals that do not fall within the norms of traditional accounting services, and it is
headquartered in Singapore.

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3822
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RT ASEAN Network is the ﬁrst locally-formed accounting and ﬁnance services network.

The founding members comprise a mix of professional services ﬁrms, public accounting
practices, and business and corporate advisory ﬁrms from ASEAN as well as China, India
and Australia. Together, they oﬀer a diversity of local knowledge experts across regions, a
range of skill sets, subject matter and domain competence, Asia-Paciﬁc expertise and the
advantages of a single point of contact by providing a seamless service across the regions.
“Demand for professional services is growing due to rising cross-border deals in Asia.
Singapore is well-positioned as Asia’s hub, given our well-established and reputable eco
system comprising wide-ranging services, international accounting standards and
compliance, strong IP regime, and dispute resolution capabilities. The RT ASEAN Network is
an example of how companies can form partnerships to globalise,” said Lee Ark Boon, CEO
of IE Singapore. Mr Lee was the Guest of Honour at the event.

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3822
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CEO & Managing Partner of RT LLP and RT Group of Companies Ravi Arumugam

“The potential and possibilities the region has to oﬀer is tremendous,” said Ravi Arumugam,
CEO & Managing Partner of RT LLP and RT Group of Companies. “Therefore, it is only logical
that professional services providers come together, especially from ASEAN, in a similar
spirit, to support growth, investment and demand for services in ASEAN.” He explained that
the Network has its genesis in the 10-member ASEAN bloc, which aims to foster One Vision,
One Identity, One Community. The new Network carries a similar tone of solidarity in its
tagline – One Face Across ASEAN – which emphasises the singular message that it knows
ASEAN best, and the seamlessness of service that it provides.
“We are not looking to build traditional networks but a professional network of the future
that is adaptive, responsive to changes and market demands, and most importantly, it
needs to be in tune with coming changes,” said Mr Ravi. “In building a network of the
future, we see the network being a blend of accounting, corporate and business advisory,
consulting, legal, and information technology experts coming together – all with a single
objective of providing a seamless, one-stop solution to our clients.”
RT ASEAN Network will start with nine ﬁrms from six countries to jointly address market
opportunities in Southeast Asia and beyond. Its aim is to expand progressively to more
than 30 ﬁrms in 30 countries by 2020.
The Network is aligned with the Singapore government’s strategic thrust for local
businesses to innovate and internationalise. It also augurs well as a local brand crossing
borders to form a network, going one step closer to the accounting sector’s aspiration to be
an accountancy hub. Its formation is supported by various government agencies including
IE Singapore, Singapore Accountancy Commission, SPRING Singapore, and professional
accounting organisations including ISCA, CPA Australia, and Institute of Chartered
Accountants in England and Wales.
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3822
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Accountants in England and Wales.
More information about the Network is available at the RT LLP website.
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Embracing Changes, Achieving Tax Excellence
Anti-avoidance and indirect taxation in e-commerce are two notable developments
changing the global tax scene and are potentially aﬀecting Singapore’s tax legislation.
Singapore Institute of Accredited Tax Professionals, in its recent Tax Excellence Decoded
(TED) sessions, gave tax professionals a boost in technical insights so that they can better
manage the changes.

Ernst & Young Solutions LLP Director of International Tax Services Wong Hsin Yee gave participants in-depth
insights on the developments in anti-avoidance.

Facilitating the anti-avoidance session were Jerome van Staden and Wong Hsin Yee, both
from the International Tax Services Team at Ernst & Young Solutions LLP. Together, they
covered essential information about the region’s developments, the Organisation for
Economic Co-operation and Development’s Base Erosion and Proﬁt Shifting Project and
European Commission’s Anti-Tax Avoidance Package.

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3825
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Indirect Tax & Business Process Solutions Leader Richard Mackender, an Accredited Tax Advisor (GST), provided 2/3
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Indirect Tax & Business Process Solutions Leader Richard Mackender, an Accredited Tax Advisor (GST), provided
practical knowledge on GST in e-commerce.

Moving into the e-platform, Accredited Tax Advisor (GST) Richard Mackender, Indirect Tax &
Business Process Solutions Leader at Deloitte Singapore, shared his knowhow on the
current implementation of GST in e-commerce and anticipated future developments. He
then suggested best practices to mitigate possible risks arising from GST in the virtual
world.
Contact SIATP for information on TED sessions.

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3825
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ISCA Mingles: Executive Presence
Over 30 members attended the ISCA Mingles titled “Executive Presence” on July 20. Helming
the session was Mark Albas, Country Head of Arcadia. He spoke about several essential
powerful tools and strategies that are needed to establish your presence as a leader. He
shared tips on conﬁdence projection, power pose and personal brand, anchoring eye
contact, gestures and voice movements when speaking, archetypes of seven observable
behaviours when handling questions, and structural setups for better articulation – which
are valuable tips for leaders faced with challenges.
Mr Albas demonstrated examples of executive presence through role-playing, which made
the session more interactive and fruitful. Many participants commented that the speaker
was excellent and his pointers were very useful.

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4043
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ISCA Breakfast Talk: Leadership Matters:
Advancing toward True North as Stakeholders
Expect More
In a complex global marketplace, organisations are constantly exposed to a wide range of
risks and uncertainties. Even among internal audit functions that are already adding
signiﬁcant value, stakeholders expect more, such as proactive advice and perspectives on
risk, in addition to assurance. On July 13, Yong Jiunn Siong, Risk Assurance Partner, PwC
Singapore, discussed the key ﬁndings of PwC’s 2016 State of Internal Audit Profession Study
titled “Leadership matters: Advancing toward true north as stakeholders expect more”. The
study shows a close correlation between strong leadership and the ability for internal audit
to add value and deliver strong performance.

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4039
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PwC Singapore Risk Assurance Partner Yong Jiunn Siong shared on the qualities and capabilities needed to be
eﬀective internal audit leaders.

So what deﬁnes a strong leader in the eyes of stakeholders? Mr Yong shared ﬁve
characteristics that are consistently exhibited by the most eﬀective internal audit leaders,
namely Vision, Talent, Position, Communication and Business Alignment.
Participants took away pointers on the qualities and capabilities needed to be highly
eﬀective internal audit leaders.

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4039
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Scenic views along the 10km route.

Band with No Name Singapore provided the music entertainment.
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4084
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Refuelling after the run with bananas and isotonic drinks

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4084
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CA Trust PAC runners with their ﬁnisher tee-shirts

Team Mazars having fun at the photo booth
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4084
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First place (5km Ladies) Ho Hui Xin

First place (5km Men) Robert Glennie
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4084
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First place (10km Ladies) Jarin Tan

First place (10km Men) Mark Jensen
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4084
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Mass warm-up, and then it’s the ﬂag-oﬀ!

Team Ardent ﬁelded 55 runners
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4084
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Team BDO snapping a quick group shot before the run
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ISCA Cares Chairman Mrs Lim Hwee Hua sharing more about the charity

“As a regular marathoner, I think consistency is key. Try and take it easy at
the beginning, but always remember to stay consistent and keep it going.”
Robert Glennie, ZEDRA Group

“With the ISCA Run into its third year, we decided to participate
because it serves as a great platform to exercise and bond with
our colleagues.”
Tiﬀany Low and Vivian Neo, Deloitte

“Given our company’s emphasis on a healthy and ﬁt lifestyle, we have been
doing weekly runs to prepare for the big race. Most of the staﬀ are all geared
up for the ISCA Run and did some simple warm-ups together as a team in the
10/11
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up for the ISCA Run and did some simple warm-ups together as a team in the
morning.”
Daryl Tan and Ruth Tan, Ardent

“Twenty-four of us are here for the corporate challenge. We have
been diligently training for the run. Depending on our schedules,
we would typically run twice a week around the Marina Bay area.”
Winner, #ISCARun Photo Contest, Wong Inn Juan Jon, PwC

#ISCARUN PHOTO CONTEST

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4084
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Holding True to the ISCA Oath

BY

ANG SOON LII

ACTING IN THE PUBLIC INTEREST
As part of the biannual ISCA New Members’ Night which will be held in September 2016,
hundreds of new Chartered Accountants of Singapore (CAs (Singapore)) will be taking the
ISCA Oath, which reads:
“As a member of ISCA, I agree to abide by the ISCA Code of Professional Conduct and Ethics.
“I declare that I will conduct myself with integrity, objectivity and in a professional manner
that will act in the public interest and uphold the ethical standards of the Institute and of a

Chartered Accountant of Singapore.”
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3861
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Chartered Accountant of Singapore.”
This marks the beginning of an ISCA member’s lifelong journey to continually uphold the
fundamental ethical principles and act in the public interest.

PROFESSIONAL ETHICS STANDARDS FOR ISCA MEMBERS
ISCA members are required to comply with the ethics pronouncements (EPs) issued by
ISCA. Currently, there are two EPs – EP 100 ISCA Code of Professional Conduct and Ethics
and EP 200 Anti-Money Laundering and Countering the Financing of Terrorism (AML and
CFT) – Requirements and Guidelines for Professional Accountants in Singapore.
EP 100: In a state of continuous improvement
EP 100 is the ISCA Code of Professional Conduct and Ethics, which was largely adapted from
the Code of Ethics for Professional Accountants, issued by the International Ethics
Standards Board for Accountants (IESBA Code). The IESBA Code has been adopted by
professional accountancy bodies in hundreds of jurisdictions around the world. EP 100 also
encompasses Singapore provisions (SG provisions) included in the Code of Professional
Conduct and Ethics for Public Accountants and Accounting Entities issued by the
Accounting and Corporate Regulatory Authority. The SG provisions relate to Singaporespeciﬁc requirements, making EP 100 more robust and relevant to the local market.
EP 100 contains three parts. Part A establishes the fundamental principles of ethics for
professional accountants and provides a conceptual framework for applying those
principles. Parts B and C illustrate how the conceptual framework is to be applied in speciﬁc
situations. Part B applies to professional accountants in public practice; Part C applies to
professional accountants in business.
Besides having to familiarise themselves with EP 100, ISCA members should also take note
that the IESBA Code is in a state of continuous development and improvement as over the
years, the IESBA had issued numerous exposure drafts (EDs) and pronouncements to
explore how it may be further reﬁned. These changes would usually ﬂow to the ISCA Code
after the relevant due process has been carried out.
Some sceptics may question the need to continuously amend the IESBA Code, given that
the fundamental ethics principles remain the same. Professional accountants would
intuitively know what it means to conduct themselves with integrity (that is, to be
straightforward and honest in all professional and business relationships). Similarly,
professional accountants would not need further explanation on the principle of objectivity,
which imposes an obligation on all professional accountants not to compromise their
professional or business judgement because of bias, conﬂict of interest or the undue
inﬂuence of others.
However, the world has evolved. Every day, there are new technologies developed and new
business models devised. Thus, it is important for the IESBA Code to be continually reﬁned
to keep up with the times, in the face of new circumstances and new ethical dilemmas.
The following examples illustrate how the recent developments to the IESBA Code would
allow it to remain relevant to modern developments.
Part C of the Code: To address pressure to breach the fundamental principles
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3861
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There are many cases where professional accountants faced pressure to breach the
fundamental principles. In some scenarios, professional accountants employed by listed
companies are pressured to “make the numbers in the ﬁnancial statements look better”
even though this means that the information presented no longer represented the facts
accurately and completely in all material aspects.
As part of amendments to Part C of the IESBA Code proposed in an ED issued in 2014, the
IESBA has proposed provisions to guide professional accountants on how to identify and
deal with pressure that could result in a breach of fundamental principles. Some examples
of pressures that could lead to a breach of fundamental principles include those related to
conﬂicts of interest and pressure to act without suﬃcient expertise or due care. The ED for
Part C of the IESBA Code has also proposed some actions for the professional accountant
to deal with the pressure, such as engaging in constructive challenge with the person
exerting the pressure, requesting for a transfer so that the professional accountant is no
longer involved with the person exerting the pressure and escalating the matter within the
entity.
Additionally, in view of the increasing complexities in accounting standards and business
models which necessitate greater use of professional judgement and discretion in
accounting, the ED for Part C reminds the preparer of ﬁnancial information that he should
not exercise such discretion in a manner that is intended to mislead (such as when
determining estimates).
The proposed provisions in the above ED were approved by the IESBA in March 2016. The
amendments would be issued in a restructured format in due course.
Blowing the whistle on NOCLAR
Remember how the accounting scandal at WorldCom was uncovered?
Cynthia Cooper1 was the Vice-President of WorldCom’s internal audit department who had
headed secret investigations into suspicious accounting practices by WorldCom. Eventually
she “blew the whistle” by presenting her ﬁndings to the Audit Committee and the Chief
Financial Oﬃcer was ﬁred. Thereafter, WorldCom made an announcement that it had
inﬂated its earnings by US$3.8 billion over the last ﬁve quarters.
The above example highlights the eﬀectiveness of whistleblowing in exposing accounting
irregularities and putting the house in order. As the professional accountant is one of those
who are most familiar with the company’s transactions, he would be one of the ﬁrst to be
alerted to non-compliance with laws and regulations (NOCLAR). This places him in a good
position to serve the public interest by whistleblowing.
Due to the misconception that the whistleblower is “squealing” on the company, many
companies remain resistant towards whistleblowing and may retaliate against the
whistleblower, sometimes by ﬁring him. To make matters worse, there may not be suﬃcient
laws in place to protect the whistleblower. As a consequence, whistleblowing remains a
path less trodden.
Following a thorough deliberation and consultation process spanning 2009 to 2016, IESBA
ﬁnalised its pronouncement on responding to NOCLAR in March 2016. Adopting a balanced
approach which encourages rather than imposes the requirement on professional
accountants to whistleblow, the NOCLAR
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3861
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accountants to whistleblow, the NOCLAR pronouncement was released in mid-July this year.
The NOCLAR pronouncement would lay down a proposed response framework to guide the
diﬀerent categories of professional accountant (such as auditor and professional
accountant in business) in deciding how best to act in the public interest when they
encounter, or are made aware of, an act or suspected act of NOCLAR.
Take, for instance, the framework for an auditor, which can be summarised as a three-step
process:
1
2
3

The auditor is required to raise the identiﬁed or suspected NOCLAR with management or those changed
with governance (TCWG) and enable management or TCWG to investigate it.
The auditor is able to come to a conclusion on whether the suspected NOCLAR is valid or otherwise,
based on the results of the investigation.
The auditor is required to prompt management or TCWG to rectify, remediate or mitigate the
consequences. Depending on legal and regulatory requirements, the auditor may also consider disclosing
the matter to an appropriate authority.

It is hoped that more professional accountants would come forward to do the right thing
with guidance from the new pronouncement.
EP 200: Doing our part in the global ﬁght against money laundering and ﬁnancing of
terrorism
Much has been written about the Panama Papers, which comprise 11.5 million leaked
documents detailing ﬁnancial and attorney information for hundreds of thousands of
oﬀshore shell corporations. While many of these oﬀshore shell corporations are legitimate,
others were set up for crooked purposes, such as tax evasion, concealment of criminal
proceeds and funding of terrorist activities.
However, Singapore is no Panama. AML and CFT requirements are stricter in Singapore,
which is a member of the Financial Action Task Force (FATF).2
AML and CFT legislations in Singapore provide a framework for discouraging money
laundering and terrorist ﬁnancing by, for example, establishing criminal sanctions for such
activities and requiring the reporting of suspicious transactions to the authorities.
To help raise ISCA members’ awareness and proﬁciency levels to the above, ISCA had in
2014 issued EP 200, which provides information on Singapore’s current AML and CFT
legislations, guidance on compliance with those legislations, as well as additional
requirements and guidelines on AML and CFT to professional accountants in Singapore.
There are ﬁve sections in EP 200. Besides Section 1 which provides an overview of EP 200,
the other sections indicate the professional accountant’s responsibilities in the following
areas:
a) Reporting and Tipping-oﬀ (Section 2)
All professional accountants are required by law to lodge a suspicious transaction report
with the Suspicious Transaction Reporting Oﬃce, Commercial Aﬀairs Department of the
Singapore Police Force (STRO), if there is knowledge or reasonable grounds to suspect that
transactions are related to money laundering or terrorist ﬁnancing and such knowledge or
suspicion arose in the course of their trade, profession, business or employment.
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3861
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b) Systems and Controls (Section 3)
All professional ﬁrms are required to have in place systems and controls to address money
laundering and terrorist ﬁnancing concerns. A risk-based approach shall be adopted.
c) Customer Due Diligence (CDD) and Records Keeping (Section 4)
CDD and record-keeping measures are mandatory for professional ﬁrms when they provide
any designated high risk service.3 When other services such as audits are performed, these
measures are also recommended.
d) Reporting, Training, Compliance, Hiring and Audit (Section 5)
The measures on reporting procedures, training, compliance, management, hiring and
audit are good guidance that should be implemented by professional ﬁrms.
A summary of EP 200 requirements and guidelines can be found at the ISCA website.

STAYING TRUE TO THE OATH
Certainly, a lot of hard work is required to stay true to the oath, as ISCA members are
required to both keep up-to-date with EP 100, and be familiar with the AML and CFT
requirements in EP 200.
On ISCA’s part, we issued a number of Implementation Guidances (IGs) to help ISCA
members properly apply the requirements in EP 100 and EP 200. There are currently a
total of three IGs for EP 100 and EP 200:

+
+
+

EP 100 IG 1 provides guidance to public accountants who have provided non-assurance services to audit
or assurance clients, to obtain acknowledgement of management responsibility from the client
management;
EP 200 IG 1 comprises frequently-asked questions to help professional accountants and professional
ﬁrms implement the requirements in EP 200, and
EP 200 IG 2 provides CDD templates and forms which may be used as a best practice guide for
designated high risk services.

ISCA is also in the midst of developing EP 100 IG 2 which comprises frequently-asked
questions to help professional accountants better apply ethics concepts. EP 200 IG 1 will
also be enhanced to incorporate more queries raised by professional accountants.
Besides IGs, ISCA members would be able to raise their proﬁciency in EP 100 and EP 200 by
attending Continuing Professional Education (CPE) courses on ethics. To make learning
more convenient, ISCA members can also enrol in ISCA’s online CPE Ethics e-learning
modules.
Last but not least, ISCA members can stay up-to-date with ethics developments through the
“Ethics” section at the ISCA webpage which tracks ethics updates on the international front.
The “Ethics” section also houses other resources such as ethics case studies and videos on
ethical dilemmas. The ISCA Ethics Case Files, which were released in July, are a new addition
to the “Ethics” section; the case ﬁles comprise a compendium of scenarios adapted from
real-life cases involving ISCA members who made unethical decisions and suﬀered dire
consequences as a result. It is hoped that
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3861
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consequences as a result. It is hoped that ISCA members can draw on these experiences
and avoid making the same mistakes.
It is a long and challenging journey to stay true to the oath, but ISCA will always be there to
make it an easier journey.

Ang Soon Lii is Manager, Technical Advisory & Professional Standards (Audit & Assurance
and Ethics), ISCA.

1

“How Three Unlikely Sleuths Exposed Fraud at WorldCom”, The Wall Street Journal

2

The FATF is an inter-governmental body established in 1989 to set standards and to
promote eﬀective implementation of legal, regulatory and operational measures for
combating money laundering, terrorist ﬁnancing and the ﬁnancing of proliferation, and
other related threats to the integrity of the international ﬁnancial system.
3

The following high risk services are listed in paragraph 1.5 of EP 200:
(a) Buying and selling real estate;
(b) Managing of client money, securities or other assets;
(c) Management of bank, savings or securities accounts;
(d) Organisation of contributions for the creation, operation or management of companies;
(e) Creation, operation or management of legal persons or arrangements, and buying and
selling of business entities.
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FRS 116: Leases

BY

LIM JU MAY

GETTING A BALANCED PERSPECTIVE
FRS 116 Leases, the Singapore equivalent of IFRS 16 Leases, was issued by the Accounting
Standards Council on 30 June 2016, and is eﬀective for annual ﬁnancial periods beginning
on or after 1 January 2019, for entities under the Singapore Financial Reporting Standards
Framework or the new Singapore ﬁnancial reporting framework equivalent of IFRS for
Singapore-incorporated listed entities. Industry sectors most impacted are airline, retail,
travel and leisure, transport, telecommunications and energy, that is, businesses which
lease major items such as aircraft, properties, manufacturing facilities, ships, transportation
equipment, and other high-value assets.
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4017
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The extent of impact to individual entities will generally be inﬂuenced by their current and
expected future usage/leasing of what under current rules are oﬀ-balance sheet operating
leases. Key ﬁnancial metrics such as gearing, liquidity and return on capital will be aﬀected,
which in turn aﬀect assessments of entities’ operating performance and possibly entities’
cost of borrowings. More importantly, changes to lease accounting could result in the
failure to comply with ﬁnancial debt covenants resulting in loan defaults. Hence, FRS 116
has consequences that may go beyond the entity’s accounting department and ﬁnancial
reporting compliance exercise. Business decisions or strategies regarding “buy or lease”
and contract terms may need to be reassessed in light of the above.

… changes to lease accounting could result in the failure to comply with
ﬁnancial debt covenants resulting in loan defaults.
NEW APPROACH TO LEASE ACCOUNTING
This new approach to lease accounting is a signiﬁcant change driven by the accountancy
profession’s quest to provide more relevant ﬁnancial information that faithfully represents
leasing transactions. So challenging were the issues to be resolved that the International
Accounting Standards Board (IASB) and the US Financial Accounting Standards Board (FASB)
came to diﬀerent decisions regarding the accounting for leases that were formerly
classiﬁed as operating leases, especially with respect to the recognition of lease expenses
and the reporting of lease-related cash ﬂows. Although this divergence was disappointing,
both Boards agreed on key fundamentals – that a lessee should be required to recognise
assets and liabilities for all leases (with limited exceptions), the identiﬁcation of
arrangements that are leases, the measurement of lease liabilities and how to account for
leases that were formerly classiﬁed as ﬁnance leases, and the decision to not substantially
change lessor accounting. Apart from the aforementioned income statement display of
lease-related costs for former operating leases, the Boards reached satisfying consistent
conclusions.

LESSEES’ OPERATING LEASES WILL BE OFF-BALANCE SHEET NO MORE
Businesses use leasing as a means of gaining access to assets, obtaining ﬁnancing, and
reducing exposure to the risks of asset ownership. Leasing activities which qualify as
operating leases under the existing leasing accounting standard FRS 17 (or IAS 17) are
accounted for oﬀ-balance sheet, that is, both the assets utilised and the contractual
obligations to pay the lessor over the lease term are not recognised as assets or lease
liabilities respectively on the balance sheet.
But all these will change for operating leases under the new FRS 116. Financial statements
of lessees will be more transparent with the recognition of lease assets and lease liabilities
on the balance sheet, the recognition of depreciation on right-of-use assets and interest
expense for lease liabilities on the income statement, and the reduction in operating cash
outﬂows and increase in ﬁnancing cash outﬂows in the cash ﬂow statement. Key ﬁnancial
statement implications are the bringing of more debts onto the balance sheet and the front
loading of total lease expenses. Concerning the latter, operating lease expenses are
currently charged to the income statement on a straight-line basis over the life of the lease,
but this will change with higher interest expenses charged in the earlier years, which
together with typically straight-line depreciation
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4017
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together with typically straight-line depreciation of the right-of-use asset, will result in the
front loading of total lease expenses.

SIMPLIFICATIONS
FRS 116 contains a number of simpliﬁcations and practical expedients to address concerns
about costs and complexity. The measurement requirements for a lessee’s lease liability
have been simpliﬁed considerably from the detailed proposals in the 2010 Joint Exposure
Draft (2010 ED), which required that in estimating lease payments, a lessee should:
(a) assume the longest possible term that was more likely than not to occur, taking into
account any options to extend or to early terminate the lease, and
(b) include an estimate of variable lease payments, if those payments could be measured
reliably.
FRS 116 requirements on the lease term replaces the “more likely than not to occur” with a
“reasonably certain” criterion when considering options to extend or terminate the lease.
“Reasonably certain” sets a higher threshold than “more likely than not” and hence requires
less subjective judgement and estimation. Many stakeholders disagreed with the “more
likely than not to occur” threshold because, in their view, it would have been complex to
apply to thousands of leases (which some entities have), and it would include payments in
optional periods, which many stakeholders did not view as liabilities.
In the Board’s second attempt – the 2013 Joint Exposure Draft (2013 ED) – it replaced the
“more likely than not to occur” threshold with a “signiﬁcant economic incentive” threshold.
However, in light of feedback received that the “reasonably certain” threshold terminology
in IAS 17 was well understood and would help to achieve consistent application between
entities, IASB decided to retain the concept in IAS 17 that the lease term used to measure a
lease liability should include optional periods to the extent that it is reasonably certain that
the lessee will exercise its option to extend (or not to early terminate) the lease.
FRS 116 requirements on variable lease payments have also been substantially simpliﬁed,
whereby variable lease payments linked to future performance or use of an underlying
asset are excluded from the measurement of lease liabilities. Only variability that arises
from payments linked to price changes due to changes in a market rate of the value of an
index are included. On initial recognition, such variable lease payments are to be measured
by using the index or rate at the commencement date, and are to be reassessed only when
there is a change in the cash ﬂows resulting from a change in the reference index or rate.
For lessor accounting, IASB concluded that the costs associated with making changes would
be diﬃcult to justify, because most stakeholders were of the view that lessor accounting in
IAS 17 is not “broken”. Hence, the lessor accounting model in IAS 17 is substantially carried
forward to IFRS 16 with the exception of accounting for subleases, the deﬁnition of a lease,
treatment of initial direct costs, and required lessor disclosures. Requirements regarding
lease modiﬁcations are also included.
The single on-balance sheet lease accounting model for lessees that is similar to current
ﬁnance lease accounting is also a key simpliﬁcation, with the eﬀect that lessees do not need
to classify leases into either ﬁnance lease or operating lease. FRS 116 does not change
substantially the accounting for ﬁnance lease in FRS 17. The main diﬀerence relates to the
treatment of residual value guarantees provided by a lessee to a lessor, whereby FRS 116
requires that the entity recognises only
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4017
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requires that the entity recognises only amounts expected to be payable under residual
value guarantees, rather than the maximum amount guaranteed, as required by FRS 17.
Practical expedients include permitting a lessee not to recognise assets and liabilities for
short-term leases and leases of low-value assets. This exemption will especially beneﬁt
smaller companies with smaller balance sheets.

JUDGEMENTAL AND COMPLEX AREAS
Determining whether a contract contains a lease can be challenging because the line
between a lease contract and a service contract can sometimes appear blurred. Hence,
identifying whether an agreement is, or contains, a lease may require the exercise of
signiﬁcant judgement. This area has been expounded upon in my article on leases
published in the March 2016 issue of IS Chartered Accountant journal. Reproduced below is
the Leases Roadmap, equipped with instructions to negotiate the roadblocks in your
journey to determine whether there exists a lease or a service contract at the end of the
road.

Other complexities do exist in areas such as multi-element arrangements, in-substance
lease payments, lease modiﬁcations, sale and leaseback transactions and transition
provisions.

CLOSING REMARKS
FRS 116 impacts entities with material oﬀ-balance sheet leases. An entity’s existing
disclosures in its ﬁnancial statements of future minimum lease payables under noncancellable operating leases would give an indication of the materiality of such oﬀ-balance
sheet leases.

… the concept of materiality in the Conceptual Framework and in FRS 1
Presentation of Financial Statements applies to leases, and that immaterial
leases are excluded from the scope of FRS 116.
Last but not least, do remember that the concept of materiality in the Conceptual
Framework and in FRS 1 Presentation of Financial Statements applies to leases, and that
immaterial leases are excluded from the scope of FRS 116. Hence, even when an entity has
a large number of leases but these are low in value, particularly when the aggregate value
of those leases would have little eﬀect on the ﬁnancial statements as a whole, materiality
considerations apply and a lessee would not be required to apply the recognition and
measurement requirements in FRS 116. Accordingly, it may be well worth the eﬀort to
perform a scoping exercise before plunging into the intricacies of FRS 116. As usual, when
making materiality-based decisions to forego compliance with FRS, preparers should
consider near-future actions that might trigger the need to fully comply with the standard,
so that non-comparability issues do not become a concern in later periods.
The journey has begun and the clock is ticking…

Lim Ju May is Deputy Director, Financial
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4017
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Lim Ju May is Deputy Director, Financial Reporting Standards & Corporate Reporting, ISCA
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Shaping Our Future Together
BY

RESEARCH DEPARTMENT, ISCA

INITIATING CONVERSATION, GATHERING INSIGHTS
In the future, will only robots celebrate Labour Day? What are the impact and implications
of mega trends such as technological changes and globalisation on the accountancy
profession?
The Institute of Singapore Chartered Accountants (ISCA) and Institute of Chartered
Accountants in England and Wales (ICAEW) jointly organised the “Our Future Together”
conversation to initiate discussion about the future of the accountancy profession in
Singapore. Over 40 participants – from accounting and other disciplines such as medicine,
law, information technology (IT) and human resources – gathered to share their thoughts.
The June 1 event, as well as a students-only session on May 30, provided a valuable
platform for industry leaders and students to share their thoughts on key issues.
In particular, the participants discussed and debated on the following three of the ﬁve key
areas1 regarding the future economy:

+
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Future corporate capabilities and innovation
Future growth industries and markets
Future jobs and skills

CEO & Managing Partner of RT LLP Ravi Arumugam sharing his views

Innovation through diversity – bringing together professionals from accounting and other disciplines

The conﬂuence of disruptive forces such as accelerating technology change and
globalisation are reshaping Singapore’s future economy. As the accountancy profession has
always been deeply intertwined with the Singapore economy, the “new economy” of the
future will present new challenges and opportunities for the country and the profession.
As the national accountancy body, ISCA has a role to play in getting the Singapore
accountancy profession to critically think about what the Singapore economy and the world
will be like in the next 50 years.
ISCA Advisor Teo Ser Luck, Minister of State for Manpower, was a speaker at the event. “The
role of accounting professionals will continue to evolve with time and changes in
technology. To succeed, they must embrace change and acquire new skills, to be able to
move up the value chain. If they choose to do nothing, they will not only stagnate but will
fall behind, making it much harder to catch up. Therefore, we must prepare ourselves for
changes and seize every opportunity to develop and evolve our skill sets, so that we
continue to remain relevant,” he said.
ISCA President Gerard Ee shared, “The Institute’s
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4004
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ISCA President Gerard Ee shared, “The Institute’s job is to look at the new knowledge sets
that an accountant requires to remain relevant and to ensure our members have access to
training. New areas of specialisation such as forensic accounting, valuation and risk
management have arisen. Over time, other areas will develop as new opportunities for the
accountant to explore.”

(From left) ISCA CEO Lee Fook Chiew, ISCA President Gerard Ee, ICAEW Immediate Past President Andrew
Ratcliﬀe, and ICAEW South East Asia Regional Director Mark Billington

Traditionally, accountants have been applying accounting estimates to ﬁnancial statements
and reviewing historical accounting information. With the aid of technology, accountants
can now capture and produce business information that is predictive of the future in the
widest possible sense. The additional data that we are able to capture today is much richer,
broad-based and has higher predictive capability. This in turn sharpens business decisions
and strategy. In the words of ICAEW’s Immediate Past President Andrew Ratcliﬀe, “Proper
accounting starts now.”
The following are the initial thoughts gathered through the discussions about the role of
the accountancy profession in shaping and delivering the economic goals of Singapore, and
how the profession must adapt in order to do that.

ACCOUNTANCY SECTOR
+

Capabilities beyond conventional accountancy services

+

Future specialisations: Accountants are capable of going beyond traditional accounting to provide
services such as business valuation, risk management, strategic planning and performance

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4004
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+

management.
Professional accountancy organisations should identify the new knowledge and skill sets that their
members need to remain relevant to the future and develop the resources to help future-proof their
members.

Accounting as a global business language

+

+

Shaping Our Future Together

Promote sustainability reporting: In line with Singapore’s aspiration to be a leading global
accountancy hub in the region, the accountancy sector can take leadership in developing
sustainability reporting, which is a global initiative, into a common business language in the region.

Millennial accountants: Working in the public interest

+

Be active global citizens: Accountants can play a greater role in taking part in discussions and
contributing to decisions that aﬀect global developments, such as global warming and income
inequality.

STANDARD-SETTERS AND REGULATORS
+

Standards and regulations to keep pace with technology

+

Standard-setters and regulators need to consider and keep pace with technological developments,
such as data analytics, blockchain and cloud technology.

EMPLOYERS
+

New strategies needed: Talent attraction and retention

+

Overhaul of profession’s image: The accountancy sector, especially the accounting ﬁrms, faces a real
talent drain issue. Employers should provide opportunities for the young’s strong desire to
contribute meaningfully and be a valuable team member rather than just be a “cog in the machine”.

ACCOUNTANTS
+

New job: Designer of automation

+
+

Capture business information in its widest possible sense

+
+

Accountants will probably have to know how to introduce automation in their work to increase their
productivity.

Accountants need to have a working knowledge of other business functions to become eﬀective
strategic advisors to businesses.

A role for the human accountant remains

+

The real value of the accountancy profession lies in the integrity and ethics of accountants.

EDUCATION
+

Social and soft skills are important

+

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4004
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Students need to develop soft skills such as negotiation, leadership, teamwork and cross-cultural
competency.

Cross-disciplinary accountancy education

+
+

Shaping Our Future Together

Accountancy education should include cross-disciplinary subjects, for example, psychology, IT skills
and human resources, to broaden the perspective of our next generation of accountants.

Higher-order thinking skills for the future

+

Our education sector must develop the higher-order thinking skills among the young to enable them
to navigate the volatile and unpredictable future. There is a need for everyone to embrace lifelong
learning and build up transferrable skills for the future.

OUR CALL TO ACTION
In the words of renowned management consultant, educator and writer Peter Drucker, “The
best way to predict the future is to create it.” Participants were invited to pen their call to
action aimed at positively shaping the future of the accountancy profession at the “Our
Future Together” event.
“The accounting profession is changing rapidly due to digitalisation. The nature of
accounting will change but the role of accountants will stay relevant. Accountants continue
to play an important role in the business community as the economic system requires
trust. The future requires a mindset change. Accountants need to develop business acumen
and embrace innovations to stay future-ready as new business models evolve. Accountants
must also continue to develop their analytical skills to handle complex business
transactions across borders.”
– SEOW POH SUN, Associate Professor of Accounting (Education), Singapore Management
University
“Change is inevitable and fast brought about by disruptive technologies, innovative
business models and an interconnected world, which hurl change at an exponential speed.
The accounting profession has to be masters of adaptation and be ﬂexible in its role. The
human mind has capacity and intuition beyond our comprehension. The challenge is to
push our abilities and boundaries beyond traditional mindsets to new areas – areas
unexplored – to the extent of redeﬁning the profession. We may not know what the future
holds, but that should not stop us from imagining one outside our comfort zones. This is
the time to do things diﬀerently and be bold about it. Not to do anything is not an option.”
– RAVI ARUMUGAM, Chief Executive Oﬃcer & Managing Partner, RT LLP
“We live in an age of disruptive technology and breakthrough innovation practices. Instead
of shying away from these newfangled force multipliers, we should embrace them as
opportunities to add value for our clients. The enhanced interconnectivity of our services
will enable us to take a multidisciplinary approach and deliver a full spectrum of client
solutions.”
– FRANKIE CHIA, Managing Partner & International Liaison Partner, BDO LLP
“Change is the only constant factor in our
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4004
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“Change is the only constant factor in our lives that we can count on. Thus, we need to
embrace change and be prepared for that. Particularly in the accounting profession, we
need to prepare the company and the people to understand and utilise today’s
technological advancement such as in computing power, big data analysis and artiﬁcial
intelligence, and embrace social mobility and social media as a new way to do business.
Last but not least, we need to train and transform the professionals to be ready for the
future with the right skill sets; in short, build an agile team with learning and adaptation
capability.”
– RONNIE EDE, Chief Financial Oﬃcer, Biosensors International Group
“The future of the accounting profession can be bright. I encourage those who are starting
a career in accounting to acquire future-ready skills such as expertise in business acumen,
strategic planning and risk management. These skills can be achieved through mobility
programmes, or training programmes that enhance your knowledge of industry
developments. You will need to be familiar with the latest technology that will enable
eﬃciency and deliver a high-quality audit with valuable insights. This is key – technology will
change how we do our work and challenge what we do; it has the potential to bring about
transformational changes.”
– SHARIQ BARMAKY, Audit Regional Managing Partner, Deloitte Southeast Asia
“The accountancy profession has been in a dynamic ﬂux with the advancement of
technology in the recent decades. While some are pessimistic towards the possible wipeout
of jobs and disruption of traditional business models within the accountancy sector, many
of us are optimistic towards the utilisation of technology to assist and improve the
profession’s eﬃciency and quality. While we remain rooted in the foundations of the
discipline, we strive to be better in the dawn of evolution, riding on the waves of change,
standing on the shoulders of giants.”
– DERRICK KEW, Student, National University of Singapore Business School

ACCOUNTANTS OF THE FUTURE
As Singapore’s young are our future and they will be the leaders of tomorrow, an exclusive
students-only event was organised on May 30 for accountancy students from the local
universities. The event engaged the undergraduates to share their thoughts about where
the profession is headed, and how they can play a part in shaping their future.

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4004
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Accountancy undergraduates are keen to help shape Singapore’s future together.
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Student participants engaging in conversation about what’s to come for the accountancy profession

Accountancy is a trusted profession and we must continuously ﬁnd new ways to adapt and
add value to businesses and to our society. As aﬃrmed by the “Our Future Together”
conversation, there was consensus among all participants that the real value of the
profession lies in the integrity and ethics of accountants. Accountants need to build from
this position of strength – based on ethics and trust – but remain adaptable to the changing
demands for their services. This holds true in the past, present and future.

ISCA Advisor Teo Ser Luck (6th from right) with participants

This marks the beginning of the conversation. ISCA welcomes engagement from all
quarters to bring the conversation forward. Find out more from the “Our Future Together”
report.

1

The Committee on the Future Economy, set up by the government, has identiﬁed ﬁve key
areas of work that would set the direction for Singapore’s future economic development.
The other two areas are future city, and future of connectivity.

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4004

8/8

10/08/2016

SSAE 3000 (Revised)

VIEWPOINT S S A E 3 0 0 0 ( R E V I S E D )

SSAE 3000 (Revised)

BY

KRISHNA SADASHIV AND TAN CHEE WEE

MANY OPPORTUNITIES BECKON
The Singapore Standard on Assurance Engagements (SSAE) 3000 (Revised) deals with
assurance engagements other than audits
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3988
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assurance engagements other than audits or reviews of historical ﬁnancial information.
SSAE 3000 (Revised) is based on the International Standard on Assurance Engagements
(ISAE) 3000 (Revised) and the amendments are eﬀective for assurance reports dated on or
after 15 December 2015. Assurance reports issued under this Standard shall be signed by a
public accountant.1 Assurance engagements include both attestation engagements, in
which a party other than the practitioner measures or evaluates the underlying subject
matter against the criteria, and direct engagements, in which the practitioner measures or
evaluates the underlying subject matter against the criteria.

SOME TOPICS ADDRESSED BY SSAE 3000 (REVISED)
SSAE 3000 (Revised) can be applied on the assurance of historical non-ﬁnancial
information. This includes the subject matters found within environmental, social and
governance (ESG) factors. Speciﬁcally, environmental subject matters comprise the
disclosure of energy and water consumption, greenhouse gas (GHG) emissions, waste
disposal and others. Social subject matters comprise the statistics of employment ﬁgures,
employees’ training hours, number of recorded grievances, track record in human rights
and others. Lastly, governance subject matters comprise the compliance with national
regulations or voluntary code of conduct, number of corruption and anti-competitive cases
and others. Well beyond assuring the quantitative aspect of the subject matters, SSAE 3000
(Revised) can be applied on the qualitative aspect, including the system and processes in
place.

SSAE 3000 (Revised) can be applied on the assurance of historical nonﬁnancial information. This includes the subject matters found within
environmental, social and governance factors.

Beyond ESG factors, examples of attestation engagements that can be conducted under
SSAE 3000 (Revised) include obtaining assurance on a statement by another party of
compliance with relevant law or regulation, and obtaining assurance on a measurement or
evaluation of value of money by another party.
As the range and depth of what can be assured under SSAE 3000 (Revised) are
considerable, it is essential that the engagement team has the competence in the
underlying subject matters and are equipped with the assurance skills and techniques. To
the same end, the engagement team is often made up of a multidisciplinary background
and customised for the speciﬁc engaged work.

BENEFITS OF USING SSAE 3000 (REVISED)
The ISAE 3000 (Revised) is commonly being used as the assurance standard in sustainability
reports across the world. This widespread application illustrates that ISAE 3000 (Revised) is
comprehensive, but yet ﬂexible to be used as guidance for assurers to apply professional
scepticism and judgement. Similarly, SSAE 3000 (Revised) would possess many of such
advantages as well.
The standard allows for an assurance level that is meaningful to enhance the intended
users’ conﬁdence about the subject matter information to a degree that is clearly more
than inconsequential. To that extent, SSAE 3000 (Revised) allows for reasonable or limited,
as appropriate, assurance about whether the subject matter information is free from
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3988
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as appropriate, assurance about whether the subject matter information is free from
material misstatement. A reasonable assurance engagement is one in which the
practitioner reduces engagement risk to an acceptably low level in the circumstances of the
engagement as the basis of conclusion; likewise, a limited assurance engagement is one in
which the practitioner reduces the engagement risk to a level that is acceptable in the
circumstances of the engagement, but where that risk is greater than for a reasonable
assurance engagement. As a consequence, the nature, timing and extent of procedures
performed in a limited assurance engagement will also be limited compared with those
necessary for a reasonable assurance engagement. As practitioners need to consider the
level of attainability and the cost beneﬁcial to reduce engagement risk, the option of
reasonable and limited assurances will be useful for their application.
Considering the ease of planning and performing the assurance engagement, and
evaluating whether the subject matter is free from material misstatement, is of key concern
to the engagement team. The practitioner will ﬁnd comfort in knowing that materiality has
to be considered in assurance engagement which uses SSAE 3000 (Revised). Materiality is
deﬁned as the threshold at which subject matters become suﬃciently important that they
should be reported. As the principle of materiality is applied in ﬁnancial assurance
engagements and is of common knowledge to the public accountants, the practitioner will
be in a good position to apply materiality and enhance the overall quality of the nonﬁnancial information assurance. In addition, a practitioner can suggest to provide
assurance only on the subject matters that are deemed material to the responsible party.
As SSAE 3000 (Revised) does not require the assurance on all subject matters, such an
arrangement would allow the practitioner to focus the assurance attention and bring about
enriched value to the responsible party.

APPLYING THE SSAE 3000 FRAMEWORK
(Detailed examples of assurance reports using the Framework, such as sustainability
reports on “KPIs that are assurance-worthy and useful to the company from
establishing the credibility of its disclosure or transparency”)
City Developments Limited (CDL) is a listed real estate company on the Singapore
Exchange. It has been consistently ranked on the prestigious FTSE4Good Index and Dow
Jones Sustainability Indices, and is one of the Global 100 Most Sustainable Corporations in
the world. Over the years, CDL has been reporting on sustainability disclosures and using
the sustainability report as a communication tool to its stakeholders. As a mature
sustainability reporter and one that recognises the need to enhance the reliability of the
disclosed information, it has requested assurance on its sustainability reports. The selected
ESG factors for assurance are material to the company and are listed in the Table 1.
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Paciﬁc Resources International Holdings Ltd (APRIL) is one of the world’s largest pulp and
paper mills with operations in Indonesia and China. Despite being privately held, it is
committed to sustainability practices and discloses its sustainability performance in a
report once every two years. As a responsible company which seeks to address the various
interests of its stakeholders and one that appreciates the value of third-party opinion, it
has requested assurance on its sustainability report. The selected ESG factors for assurance
are material to the company and are listed here in Table 2.

Limited assurance is performed on the selected ESG factors in both sustainability reports
using ISAE 3000 (Revised) as a guide. The
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3988
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using ISAE 3000 (Revised) as a guide. The audit procedures being undertaken include
making multiple visits to inquire the responsible party, conducting process walk-through
understanding, obtaining evidence of documentation through sampling, re-computation of
data, interviews with relevant parties and others. Through assuring these selected ESG
factors, the sustainability report would be suﬃciently accurate for stakeholders to assess
the organisation’s performance.

... enormous opportunities for qualiﬁed accountants in Singapore to venture
into non-ﬁnancial related engagements, thus opening up a new ﬁeld of
knowledge and skills.
SSAE 3000 OPENS UP ASSURANCE OPPORTUNITIES
Following the upcoming listing rule requiring “comply or explain” on sustainability reporting
for listed companies with ﬁnancial years ending on or after 31 December 2017, the number
of companies publishing sustainability reports is expected to increase signiﬁcantly.
Investors would have a valuable source of non-ﬁnancial information to evaluate their
decisions, and stakeholders would be in a better position to determine if their interests and
concerns are addressed. Given the importance of relying on reliable and accurate
information, it becomes critical that the selected material subject matters are assured in
compliance with SSAE 3000 (Revised).
To that eﬀect, it provides enormous opportunities for qualiﬁed accountants in Singapore to
venture into non-ﬁnancial related engagements, thus opening up a new ﬁeld of knowledge
and skills. For professional accounting ﬁrms, SSAE 3000 (Revised) is a recognised standard
which will guide them to enlarge and enhance the quality of service to their clients.

Krishna Sadashiv is Managing Director, Climate Change and Sustainability Services, Ernst &
Young LLP, and Tan Chee Wee is Senior Manager, Climate Change and Sustainability
Services, Ernst & Young LLP.

1

A public accountant is a person who is registered or deemed to be registered in
accordance with the Accountants Act (Chapter 2) as a public accountant.
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Bringing down the Temperature
BY

PERSPECTIVES@SMU

INDIVIDUALS HOLD THE POWER FOR CHANGE
Governments have signed the Paris Agreement to address climate change. Businesses and
individuals can play their part to keep the momentum going.
The eﬀects of climate change are now being felt more acutely on the skin – the US National
Oceanic and Atmospheric Administration reported April 2016 as the hottest month in
modern history that broke global heat records for the 12th consecutive month.
Other eﬀects are evident. On 21 May 2016, Cyclone Roanu hit Sri Lanka as rain and ﬂoods
claimed 92 lives and displaced more than 200,000 people in Colombo. The cyclone went on
to batter southern Bangladesh, damaging more than 80,000 homes, Disaster Management
Department head Reaz Ahmed told AFP. In 2013, typhoon Haiyan claimed at least 6,000
lives in the Philippines.
What would these eﬀects of climate change amount to? According to a new United Nations
Environment report released in May 2016, the cost of adapting to climate change in
developing countries could rise to between
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3976
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developing countries could rise to between US$280 billion and US$500 billion per year by
2050, a ﬁgure that is four to ﬁve times greater than previously estimated.

COUNTRIES UNITE
As a commitment to address climate change, 175 world leaders signed the Paris
Agreement at United Nations (UN) Headquarters in New York, USA, on 22 April 2016. UN
Secretary-General Ban Ki-moon said it was a “historic day… This is by far the largest number
of countries ever to sign an international agreement on a single day”.
Adopted in Paris, France, by the 196 Parties to the UN Framework Convention on Climate
Change at a conference known as COP21 in December 2015, the Agreement’s objective is to
limit global temperature rise to well below two-degree Celsius by 2100, and to strive for 1.5degree Celsius.
“For the ﬁrst time, we have a universal, legally binding and ambitious agreement that has
been signed. And certainly it is going to make a diﬀerence. It is a milestone. It is a
landmark. And this is going to be a very long journey,” said Benjamin Dubertret,
Ambassador of France to Singapore. He was speaking as part of a four-member panel on
the topic “Climate Change and the Global Economy” in May 2016. The panel session was
recorded live for Singapore’s national news and current aﬀairs programme Channel
NewsAsia Perspectives.
“So what I think is going to change is the way people (and businesses) relate to climate
change. At the World Economic Forum in Davos held last January [and] for the ﬁrst time,
climate change was highlighted as the top number one risk for businesses worldwide,” said
Mr Dubertret.
Besides business risks, he listed other risks associated with climate change, such as
physical (natural disasters like hurricanes and ﬂoods), reputational, liabilities and of
transition. “Businesses realise that not making the transition to heal the world actually
means more risks, less ﬁnancial support and ultimately less proﬁt,” he said.
Another panellist, Ann Florini, Professor of Public Policy and Academic Director of Master of
Tri-Sector Collaboration Programme, Singapore Management University (SMU), said the
Paris Agreement steers people in the same direction for the future. “What the French
government did so brilliantly was to capitalise on the number of business actors,
government actors and civil society actors who were independently trying to ﬁgure out how
to make the transition that we know we need to make, and how we set up ﬁnancial
mechanisms that make sense for businesses to be going on to this direction,” she said.
“And if we put all of these diﬀerent actors together, we discover that there are thousands
upon thousands of initiatives taking place. We are creating platforms for all of these
initiatives to come together. That’s what we should be building on. It is just the beginning.”

“What the French government did so brilliantly was to capitalise on the
number of business actors, government actors and civil society actors who
were independently trying to ﬁgure out how to make the transition that we
know we need to make, and how we set up ﬁnancial mechanisms that make
sense for businesses to be going on to this direction.” ANN FLORINI,
Professor of Public Policy and Academic Director of Master of Tri-Sector
Collaboration Programme, SMU
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3976
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MAKING THE TRANSITION, CORPORATELY
With more funds going into renewable energy solutions as the fossil fuel industry faces the
impending possibility of “being stranded with resources”, Ms Florini said, “fossil fuel
companies need to stop being fossil fuel companies”.
“There is a Dutch company called DSM, which originally stood for Dutch State Mining,
because it was a coal company. It is now one of the most enlightened life sciences
companies and one of the strongest actors in sustainability. It did that kind of transition
last century. It can be done. Businesses have to realise that they have to make some
fundamental transformation.”
One of the ways to embrace sustainability and advocate measures to address climate
change is to have such values ingrained in every staﬀ and management, as exempliﬁed in
Unilever.
“We do not have a sustainability function in the company because it is embedded in the
business – within ﬁnance, HR, R&D, marketing and diﬀerent parts of the business. They
have sustainability programmes embedded within parts of the business,” panellist David
Kiu said in response to a question on whether Unilever has a department that advocates
sustainability. He is the company’s Vice President, Global Sustainable Business and
Communications.

THE POWER OF ONE
Unilever sees itself as a contributor to the society and believes businesses can be part of
the solution to climate change. “The price of inaction (toward climate change) is much
higher than the cost of action. (Businesses) need to move from the mindset of being
negative to optimistic, look for growth and innovation through climate change and on ways
for greater technologies,” said Mr Kiu.
“Last year, we found that our sustainable living brands such as Ben & Jerry’s are our fastestgrowing brands. Consumers of these brands know that they are doing the right things and
are expecting that. We have never been in a time when the individual has so much power in
the palm of his/her hand. You have the power as the voice of a consumer to ask things
about the brands that you buy and demand things from the companies you expect,” he told
the live audience at SMU Labs, where the recording was done.
Siddarth Das, Executive Director, WWF Earth Hour Global, agreed. “From WWF’s perspective,
we see that climate change is no longer a distant topic. People can see the eﬀects a lot
more so that they are willing to act on it a lot more. The argument of climate change is
going to aﬀect your children and their children.”
“People are open to change, especially the younger generation, the 14- to 24-year-olds
coming out from this part of the world, Latin America and the Middle East. They actually
want to know more about what’s happening,” said Mr Siddarth.
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3976
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“From WWF’s perspective, we see that climate change is no longer a distant
topic. People can see the eﬀects a lot more so that they are willing to act on
it a lot more. The argument of climate change is going to aﬀect your children
and their children.” SIDDARTH DAS, Executive Director, WWF Earth Hour
Global

Citizens can aﬀect government policies, Ms Florini added. “You are a consumer with your
own personal consumption choice. You are citizens of a government. You need to be
engaging your government… and getting that government to act. Engage your friends and
family. See yourself as a source of action, not simply as a recipient of information,” she
said.
“The reason that we are having the kind of momentum that we are getting is simply
because there have been hundreds of thousands of people who have seen themselves as
having the personal responsibility to act – no matter what role they are in. This is the idea
that individuals can make the diﬀerence. You can be part of the momentum,” said Ms
Florini.

Benjamin Dubertret, Ann Florini, David Kiu, and Siddarth Das were part of a discussion
panel, “Climate Change and the Global Economy”, for the SMU-Channel NewsAsia
programme Perspectives. This article was ﬁrst published in the May 2016 edition
of Perspectives@SMU. Reproduced with permission.
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Choosing the Right Accountant

BY

TITUS KUAN AND TAN CHIU PING, SHARON

BASE IT ON SCOPE AND COMPLEXITY OF ENGAGEMENT
Businesses in Singapore today face challenges on several fronts. Compliance with
escalating levels of regulatory governance,
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3980
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escalating levels of regulatory governance, mounting shareholder expectations and
adapting to rapid technological advancements are some of the crucial areas that they have
to surmount.
To help them address these business challenges, companies engage the assistance of
accountants, whose role has evolved from one of accounting and compliance to oﬀering
expert advice pivotal to the survival and growth of the organisation.
With the variety of options for accounting services available in the market, it is imperative
for a company to understand its speciﬁc needs and go through a rigorous process to select
the right accountant for any engagement.

DIFFERENT PLAYERS IN THE MARKET
There are around 701 accounting ﬁrms, referred to as accounting entities (AEs), in
Singapore oﬀering a wide range of accounting services (primarily auditing, bookkeeping
and other assurance services), taxation (compliance and tax advisory) as well as advisory
services (including corporate ﬁnance, internal audit and risk management, etc).
The AEs vary signiﬁcantly in size and business structure. Globally, there are the Big Four
entities with network ﬁrms located all around the world, the mid-tiers which are also large
ﬁrms with an international network, and the small and medium-sized practices (SMPs)
which could be helmed by a sole proprietor or a few partners. International networks allow
the ﬁrms to deploy a standardised global methodology, facilitate cross-border
engagements, and share resources and infrastructure.
As at 2015, the Big Four entities collectively employ more than 9,000 staﬀ members,
accounting for 53% of the total AE workforce. They also contributed 67% of the AE
segment’s total market revenue in 2015. The other AEs employed 47% of the AE workforce
and accounted for the remaining 33% of total market revenue (Table 1).
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Due to the large headcount and diversity of talents, the Big Four entities supply a wellestablished array of services to an extensive range of industries. Their clientele comprises
the majority share of listed companies and public interest entities (PIEs). As such, they have
a wealth of experience in PIEs and specialised industries, such as banks and insurance
companies.
The non-Big Four ﬁrms also play an integral role in supporting and shaping the ﬁnancial
environment of Singapore today. Though serving a smaller portion of the market, they also
audit a number of listed companies and PIEs. Due to the considerable size of their talent
pool, the mid-tier ﬁrms are also well-placed to oﬀer clients sophisticated and specialised
professional services. Possibly, the thin line separating the Big Four and mid-tiers, apart
from absolute size, is that Big Four ﬁrms are globally branded as a group. The mid-tier ﬁrms
have been rapidly expanding and improving, and many of them now also oﬀer services and
expertise rivalling those of the Big Four ﬁrms.
Traditionally, small and medium-sized enterprises (SMEs) rely heavily on SMPs for their
services. This is often due to the SMPs’ competitive fee pricing and cordial working style
with the SMEs, fostered over time. SMEs may prefer the more personable relationship of
working with a smaller ﬁrm, and the SMP may understand the unique challenges faced by
an SME better. The SME sector should not be neglected as SMEs constitute the bulk of
enterprises in Singapore, and contribute signiﬁcantly to Singapore’s GDP.
The setup of the mid-tier ﬁrms and SMPs is diverse, and can range from micro ﬁrms with
fewer than 10 staﬀ members to larger setups of up to 1,000 staﬀ members. Typically, a ﬁrm
with limited resources may provide assurance,
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3980
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with limited resources may provide assurance, accounting, compilation and tax services,
which constitute almost its entire revenue. Increasingly, more AEs, regardless of their size,
are evolving to provide higher value-added services, such as consultancy and advisory
services. According to the AE census 2015 conducted by the Singapore Accountancy
Commission, 80% of the 265 AEs that responded are expecting to see more revenue growth
from non-audit services in the next 12 months.
Given their number and distribution across the accountancy sector, the mid-tier ﬁrms and
SMPs have a wealth of experience in numerous industries, giving them a sound reputation
as able contributors supporting the accounting needs of businesses in Singapore.

THE CHOICE OF ACCOUNTANT
Companies are free to appoint their choice of accountant after analysing the scope and
complexity of the engagement. For example, in the case of an expanding company, there
may be a need for more sophisticated services as it develops.
Commensurate with the change in size and structure of the business, services may include
cross-border tax advisory for overseas ventures, Initial Public Oﬀerings, ﬁnancial modelling,
mergers and acquisitions. Not all AEs would have the capabilities to oﬀer these services.
Consequently, companies may end up approaching diﬀerent AEs for diﬀerent services; the
merits of this would be upholding independence and avoiding conﬂicts of interest. Sound
corporate governance practices would indicate a rigorous internal approval process prior to
this appointment.
However, if the engagement is for a statutory audit that requires the issuance of an audit
report, then the individual assigned must be a Chartered Accountant of Singapore, and also
a Public Accountant (PA) registered with Accounting and Corporate Regulatory Authority
(ACRA). To be a PA, it is mandatory to be a member of the Institute of Singapore Chartered
Accountants (ISCA).
As the national accountancy body, ISCA plays a vital role in developing the profession and
ensuring our members stay abreast of current developments. All ISCA members must
satisfy annual continuing professional education (CPE) requirements to maintain their ISCA
membership. CPE is essential to ensure accounting professionals are equipped with the
latest technical knowledge and are aware of changes in standards and regulations.

… if the engagement is for a statutory audit that requires the issuance of an
audit report, then the individual assigned must be a Chartered Accountant
of Singapore, and also a Public Accountant (PA) registered with Accounting
and Corporate Regulatory Authority (ACRA). To be a PA, it is mandatory to be
a member of the Institute of Singapore Chartered Accountants (ISCA).

Furthermore, the PA is subject to the Practice Monitoring Programme (PMP) inspections
performed by ACRA and ISCA, to ensure compliance with the Singapore Standards of
Auditing (SSA) and other professional requirements to ensure the work is carried out with
due diligence.
PMP is an important regulatory instrument in promoting audit quality and enhancing users’
conﬁdence in the audit process. If the outcome
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3980
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conﬁdence in the audit process. If the outcome of the PMP is not satisfactory, sanctions
could be imposed on the PA, such as revisits, hot review (having a concurring reviewer),
restrictions on audit of certain entities, suspension of practice and the most severe being
cancellation of registration. Firm partners who are not involved in audit engagements will
not be subject to a PMP review. However, this does not diminish the knowledge and
expertise of such individuals.

FACTORS TO CONSIDER
For businesses and organisations, a thorough understanding of their requirements and
exact scope of services is essential before other variables can be assessed meaningfully.
For many clients, price can be an important consideration. Competitive prices matched with
value for the services rendered will always be a vital factor. The price quoted will be based
on the estimated time taken to perform the engagement and the complexity of the work.
Availability of staﬀ with the required technical competence matching the demands of the
engagement should always be considered in the evaluation. The AE needs to have a
thorough understanding of his client’s business and ﬁnancial reporting requirements. This
is achieved via a clear agreement of the scope of service between the company and the
accountant, thereafter allowing for the assignment of both suﬃcient and appropriate
personnel for high-quality delivery of the job within the stipulated timelines.
The AE should have a robust infrastructure already in place to execute its duties, with ready
access to technical resources. It is crucial that processes are streamlined and procedures
are well established in the AE for it to deliver the tasks with conﬁdence and eﬃciency.

The accounting entity (AE) should have a robust infrastructure already in
place to execute its duties, with ready access to technical resources. It is
crucial that processes are streamlined and procedures are well established
in the AE for it to deliver the tasks with conﬁdence and eﬃciency.
THE RIGHT FIT
Finding the right accountant should always be about selecting the one that matches the
needs of the company and the engagement requirements. It is not uncommon for a
company to engage diﬀerent accounting ﬁrms for diﬀerent services. It is rarely a case of
one-size-ﬁts-all. The key factor is to identify a ﬁrm, regardless of the size, with the
capabilities to deliver high-quality service.

Titus Kuan is Director of Technical Advisory, Professional Standards, and Learning &
Development, ISCA, and Tan Chiu Ping, Sharon is Senior Manager, Quality Assurance, ISCA.
An edited version of this article was ﬁrst published in The Business Times on 17 June 2016.
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ASEAN Economic Community (Part 3)

BY

FRANCIS TAN

THE CHINA-ASEAN CONNECTION
In the ﬁrst part of this series, published in the June 2016 issue of IS Chartered Accountant,
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 for investment with its single production base and a large consumer market for
global corporates. In the second part, published in the July 2016 issue, we pointed out that
the lack of infrastructure development in ASEAN today remains the biggest challenge but it
also presents immense opportunities for foreign direct investment. With better
infrastructure and facilities, more manufacturing
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3832
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infrastructure and facilities, more manufacturing activities and services can be generated
and these will lead to increased trade volumes in goods and services for ASEAN members.
In this 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 (OBOR); Asian Infrastructure Investment Bank (AIIB); Trans Paciﬁc Partnership, and
the AEC.

Domestic factors such as population growth, rural-urban migration and the
rise in the middle-income class in ASEAN will pave the way for AEC’s promise
of an integrated production platform and an enlarged consumption base.
TRADE IS NOT A ZERO-SUM GAME
The AEC will be crucial in facilitating the freer movement of goods and services for its 10
member-countries, thus enlarging the trading sphere of ASEAN (and generating more intraregional trade). However, one must not have the misconception that this implies a return to
the old age of mercantilism, where ASEAN is now deemed to be a single large cartel that
aims to accumulate monetary reserves through a positive trade balance, and the concept
that trade as a zero-sum game is being worshiped.
In fact, there are more worries that the AEC could potentially cannibalise trade/investment
ﬂows to another nearby competing economy such as China. We suggest for such worries to
be put aside. Since the time when the beneﬁts of free trade were posited by Adam Smith
and David Ricardo, economists have mostly come to accept that trade is not a zero-sum
game, but can be a win-win situation. As the stages of economic development and factor
endowments are diﬀerent between China and the 10 ASEAN countries, there are more
reasons for the economies to increase trade/investment between one another.

… the economic opportunities from the economic agglomeration of ASEAN
nations will be immense. The rise of China, coupled with the establishment
of the AEC from 2016 onwards, is expected to provide new catalysts for
growth in ASEAN.

Even before the AEC was mooted, China was already playing an active role in building trade
and investment relations with ASEAN over the past decade, extending the historic
relationship that dates back thousands of years.
To illustrate the very close relationship and interdependence, China today is the largest
trading partner for seven1 of the 10 ASEAN members; ASEAN as a region is China’s third
largest trading partner. Since China’s ascension into the World Trade Organization in 2001,
ASEAN’s total trade with China had increased 10-fold and this had beneﬁtted millions of
people in both regions due to jobs creation, higher incomes and better living standards.
In 2013, China’s President Xi Jinping mooted the idea of the New Silk Road, or the Maritime
Silk Road, that starts from Fujian province and linking all the littoral countries of the region.
This Maritime Silk Road concept will further deepen China’s connection with ASEAN, with
the AEC serving as a major catalyst.
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3832
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the AEC serving as a major catalyst.
From China’s perspective, reaching out to ASEAN and other regional countries is not a want
but a need. As China faces its domestic “growing pains” of rising labour costs, land costs,
and slowing economic growth, it is increasingly seeking new production and market bases
overseas. ASEAN is a natural destination given the geographic and historic ties. In fact,
several new initiatives, such as the upgrading of the ASEAN-China Free Trade Agreement
(FTA), the setting up of the AIIB, and the mooting of the OBOR strategy, will further promote
cooperation between both regions.
Nothing could be more telling about the strong economic ties between China and ASEAN
than a quick look at how trade between the two had grown over the years. Total trade
between China and ASEAN had raised 10-fold from US$41 billion in 2000 to US$492 billion
in 2015 (estimated). As a share of ASEAN’s total trade with the world, China had accounted
for 5.1% in 2000 and this more than tripled to 17.2% in 2015. Based on our projections,
China’s share of ASEAN’s total trade could reach 25%, or US$1.85 trillion, by 2030.
On the investment front, China’s push in recent years to investment overseas (in order to
balance out investment inﬂows and also partly to reduce the appreciation pressure on the
RMB), has seen ASEAN as a main beneﬁciary. China’s overseas direct investment (ODI) to
the world (ex-Hong Kong) had been growing very strongly at 37% annually from 2003 to
2014. During this period, Asia had been the number two region for China’s overseas
investment (ex-Hong Kong), averaging 22% of total ODI to the world. In 2014, the share of
ODI to Asia (ex-Hong Kong) was 27%, at US$14.1 billion.
Of China’s US$14.1 billion ODI into Asia (ex-Hong Kong) in 2014, 55%, or US$7.8 billion, was
directed into ASEAN economies. In fact, over the 2003 to 2014 period, ASEAN had
accounted for around 48% of ODI into Asia (ex-Hong Kong) on average, thereby highlighting
the opportunities and importance of ASEAN to Chinese corporates and investors.
A breakdown of the ODI into ASEAN shows that the largest chunks traditionally came into
Singapore (at 33% on average during 2003-2014), Indonesia (15%), Thailand (11%), and Laos
(9%).

EVEN CLOSER ASEAN-CHINA ECONOMIC TIES: NOT A WANT, BUT A NEED
In the years ahead, we postulate that there will be an even greater degree of intra-ASEAN
trade, as well as ASEAN-China trade. The key reason is due to the structural shift in China’s
demographic trend which will result in a shift in the existing industry mix, where less
eﬃcient/productive operations will move out and situate in selected ASEAN countries.
As of 2015, it is estimated that 9% of the Chinese population (132 million people) is above
the age of 65 years (and thus assumed not to be economically active). By 2030, it will be
14% (235 million people). In fact, China’s population is estimated to start shrinking from
2031, while ASEAN’s population is estimated to reach a maximum of nearly 800 million
people before shrinking from 2064.
With China’s population greying rapidly, future economic growth strategies will be
concentrated in capital-intensive, high labour-productivity manufacturing as well as
services industries. Lower value-added manufacturing activities will move out of China as
the higher labour costs no longer justify the production of such goods. As such, trade ﬂows
in goods/services between China and ASEAN countries will only increase further as the
former outsources the labour-intensive
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former outsources the labour-intensive and lower-value added activities.
Even within the manufacturing sector, ﬁrms in China will move up the value chain towards
having a higher ratio of manufacturing “services” in their total output as they try to shed oﬀ
labour-intensive production (where value-added per unit produced is lowest). This is where
emerging ASEAN economies can potentially enter to ﬁll the manufacturing vacuum.

CONCLUSION
In conclusion, the economic opportunities from the economic agglomeration of ASEAN
nations will be immense. The rise of China, coupled with the establishment of the AEC from
2016 onwards, is expected to provide new catalysts for growth in ASEAN. Even with the use
of fairly conservative assumptions in our economic projections (that is, in most of forecasts
in this report, we assumed just half of the compounded growth rates seen in the previous
period), the future of ASEAN is indeed promising.
Domestic factors such as population growth, rural-urban migration and the rise in the
middle- income class in ASEAN will pave the way for AEC’s promise of an integrated
production platform and an enlarged consumption base. The resultant trade, ﬁnancial, and
social integration will be beneﬁcial to trade, tourism and investment in the region.
At the same time, the shift in domestic conditions in China is propelling an outward
orientation mindset. Initiatives such as the AEC will be complementary to and further
enhanced by other programmes such as the AIIB, Maritime Silk Road, and the upgrading of
the ASEAN-China FTA.

Francis Tan is Economist, Global Economics & Markets Research, UOB. The article was ﬁrst
published in UOB’s Quarterly Global Outlook 2Q2016. Reproduced with permission.

1

The seven countries are Indonesia, Malaysia, Myanmar, Philippines, Singapore, Thailand
and Vietnam.
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“Other Information” in an Audit (Part 2)
BY

BY FOO SEE LIANG

THROUGH THE SSA 720 (REVISED) LENS
Part 1 of this article was published in the July 2016 issue of IS Chartered Accountant. It
focused on two key changes to Singapore Standard on Auditing (SSA) 720. This article
covers the last key change on the enhanced systematic approach on Other Information (OI)
work as well as the implications the changes have on the auditors.

KEY CHANGE NUMBER 3: AN ENHANCED SYSTEMATIC APPROACH TO OI
What are the changes?

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3844
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In light of the new reporting requirements, SSA 720 (Revised) articulates a systematic
approach on OI work. It comprises ﬁve key elements. These are Obtaining, Reading and
Considering, Responding, Reporting and Documentation of OI (Figure 1). Invariably, these
enhancements provide useful guidance to the auditors. With additional prescribed work
eﬀorts, it also calls for a greater integration of OI work scope with the overall audit
planning.
Obtaining OI
Obtaining OI comprises two primary tasks. Firstly is to determine with management the OI
universe, when the ﬁnal version of the documents will be available, and who are
responsible for these documents. Secondly is the collection of OI. There are two OI
categories – OI received prior to, and OI received after, the date of the auditor’s report.
In practice, delays, especially in the availability of the ﬁnal version of OI, may be inevitable
in some circumstances. In relation to listed entities, SSA 720 (Revised) requires documents
that are expected to be available after the date of the auditor’s report to be identiﬁed and
disclosed in the OI section in the auditor’s report. Additionally, management is to provide a
written representation that they will be provided to the auditor when available.
Reading and Considering
What is new? The “reading of OI” caption in the extant SSA 720 is replaced by the term “read
and consider”. SSA 720 (Revised) requires the auditor to read (that is, to learn and
understand) and to consider (that is, to think or contemplate) when determining material
inconsistency in OI. But how is the “read and consider” requirement translated into actual
performance?
Firstly, as per the extant SSA 720, is to compare OI with the ﬁnancial statements. Secondly
is to determine whether the OI is aligned with the auditor’s knowledge gathered in the
audit. Additionally, for OI not related to either the ﬁnancial statements or the auditor’s
knowledge obtained in the audit, the auditor should be alerted to any apparent material
misstatement of such OI.
Responding
When a potential material inconsistency is found, SSA 720 (Revised) provides a three-step
response. First is to conﬁrm its existence. Second, when it is conﬁrmed, to discuss the
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3844
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response. First is to conﬁrm its existence. Second, when it is conﬁrmed, to discuss the
matter with management to rectify the material inconsistency. And third, when no
correction is made by management, to escalate the discussion on the matter with those
charged with governance (TCWG) before reporting.
The nature of response to a material inconsistency in the OI would depend on whether it
relates to OI received prior to, or after, the date of the auditor’s report. Figure 2 illustrates
the relevant process ﬂows.

Reporting
The extant SSA 720 requires OI reporting only when there is an uncorrected material
misstatement. It is now revised to include an OI section in the auditor’s report for the
auditor to categorically report a situation even when there is no exception. For example,
the auditor has to expressly state that there is “no exception” or there is “nothing to report”.
So what is the reporting format? The OI section comprises (a) a statement on the
management’s and the auditor’s responsibilities in relation to OI; (b) a statement to identify
and list OI received prior to the date of the auditor’s report (for all entities, and those OI
expected to be received after the date of the auditor’s report (usually for listed entities
only); (c) a statement that the auditor’s opinion does not cover OI, and that no assurance is
expressed on OI, and (d) in relation to OI received prior to the date of the auditor’s report,
a statement on the results of the auditor’s OI work performed. SSA 720 (Revised) showcases
seven diﬀerent illustrations to facilitate reporting.
Documentation
SSA 720 (Revised) emphasises two points about documentation. Firstly is the importance of
documenting the ﬁnal version of OI on which OI work has been performed. Secondly is that
documentation is the centrepiece that connects all the elements in the revised systematic
approach in SSA 720 (Revised). More speciﬁcally, it provides evidence of accountability and
the work eﬀort in relation to “obtaining OI”, “reading and considering”, “responding” and
“reporting”. These must be properly documented in accordance with SSA 230 (Audit
Documentation).
What do they mean?
While the overarching principle on the auditor’s OI responsibility remains the same, the
introduction of a systematic approach to OI ampliﬁes the work eﬀorts of the auditors.
Consequently, this has a corresponding implication on the clients.
The clients: Be attuned to the changes; have a robust OI process and proper board
oversight
For the clients, there are three key considerations. Firstly, the management and TCWG need
to be updated on the systematic approach and what it means to them. For example, what
are the deliverables, the coordinating arrangements, and resources involved? Indeed, there
may be potentially more work and coordination between the entities and the auditors,
foremost of which is to ensure that the ﬁnal version of OI is available before the date of the
auditor’s report. Secondly, with OI being spotlighted in the auditor’s reporting,
management and TCWG should ensure
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3844
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management and TCWG should ensure that the OI process is well-designed and operating
eﬀectively. OI that relates to the ﬁnancial statements should be identiﬁed to facilitate
comparison with the ﬁnancial statements. Moreover, the OI presented should not be
misleading, and there should also be no material omissions for matters disclosed in OI.
Thirdly, for listed entities, the requirements of Listing Rule 1207(10) and Principle 11.3 of
the 2012 Code of Corporate Governance should be considered by TCWG in relation to the
OI process. This may include assurance from internal audit that the OI presented is
complete, reliable and available on a timely basis.
The auditors: Be prepared – Be SSA 720 (Revised) ready; securing client’s support, and
staying focused on audit quality
For the auditors, there are four key implications. Firstly is the preparation and training of
staﬀ to assume the enhanced reporting responsibilities. For example, when “reading and
considering” OI, staﬀ must be able to apply the knowledge acquired in the audit to
determine material inconsistencies and omissions of OI. To do this, the staﬀ should have a
proper basis to apply this knowledge. Proper documentation will help support the basis
upon which the comparison is made. Therefore, knowledge in relation to OI acquired in the
audit, and aﬃrmed by clients as appropriate, must be properly documented throughout the
audit cycle.
Secondly, OI should be considered as an integral part of the overall audit planning. As part
of this endeavour, the auditor needs to understand the OI process from a risk-based lens.
This is to ensure that the ﬁnal version of the OI is available on time, there are appropriate
resources for OI work, and that eﬀective work procedures and reviews are in place. Things
may not always proceed according to plan. Hence, there should be contingency plans to
cater for any delays, and appropriate measures should be in place to address OI-related
issues.
Thirdly, there should be early communication on the new OI requirements, discussion and
co-ordination of OI activities and deliverables with the clients; in particular, the ﬁnal version
of OI (that is, approved by TCWG) should be available prior to the signing of the auditor’s
report.
Sharing his experience as an early adopter of ISA 720 (Revised) in Singapore, Hans
Koopmans, Partner of PwC, observed that “the current practice in Singapore, where listed
companies issue audited ﬁnancial statements ﬁrst and then move on to drafting the annual
report, needs to be revisited in light of the requirements of the new standard. In a best case
scenario, both documents should be issued in ﬁnal form and signed oﬀ by the auditor at
the same time. This will be a signiﬁcant challenge for all listed companies and their
auditors, and is not to be underestimated”. Additionally, owing to the diversity and volume
of OI, the proper support from management and TCWG is a critical success factor for OI
engagement. This is particularly important when there are many OI documents included
(some in a foreign language), and where it involves many parties.
Fourthly, as in the implementation of any new requirements, initially, there is likely to be
more work for the audit team and corresponding review by the engagement partner. Where
appropriate, a peer review may be involved as part of the ﬁrm’s quality control process.
More importantly is the learning and experience gathered from the inaugural work – this
can be shared across the ﬁrm to help improve on future OI work eﬀort.

CONCLUSION
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While OI is not audited, reporting on OI in the revised auditor’s report is now an explicit
requirement. Like any new journey, there will be implementation challenges – involving the
clients and auditors – foremost of which is the timely availability of the ﬁnal version of OI.
The scope of OI is diverse in practice. Timeline for the OI work can be tight, and
professional judgement is required. So what matter most? There are three critical factors
for the auditors – be prepared, garner the support of clients, and last but not least, be alert.

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.

1

Figure 2 highlights some of the key considerations; refer to SSA 720 (Revised), paragraphs
16 to 20 for more details.
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ISCA ISSUES REVISED REPORTING FRAMEWORK FOR UNIT TRUSTS
RAP 7 (Revised June 2016) takes into account the changes made to FRS 32 Financial
Instruments: Presentation and FRS 107 Financial Instruments: Disclosures in relation to the
oﬀsetting of ﬁnancial assets and liabilities, and new standards issued after 2012 – namely
FRS 110 Consolidated Financial Statements, FRS 112 Disclosure of Interests in Other Entities
and FRS 113 Fair Value Measurement. It is eﬀective for unit trusts with ﬁnancial periods
beginning on or after 1 July 2016.

WITHDRAWAL OF RAP 6 ACCOUNTING AND REPORTING BY CHARITIES
Recommended Accounting Practice (RAP) 6 has been withdrawn on 6 June 2016, in light of
low adoption rate for RAP 6 and the adoption of Charities Accounting Standards by all
charities on annual periods beginning on or after 1 January 2015.

ACCA-ISCA REPORT ON ENHANCED AUDITOR REPORTING
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ACCA-ISCA REPORT ON ENHANCED AUDITOR REPORTING
This report, jointly produced by ACCA and ISCA, draws on a roundtable held in Singapore.
The roundtable involved directors from Singapore and Malaysia, and representatives from
ACRA, IAASB, as well as ISCA Auditing and Assurance Standards Committee.

IAASB WELCOMES US PCAOB’S EFFORTS TO ENHANCE THE AUDITOR’S REPORT
IAASB welcomes the release by the US Public Company Accounting Oversight Board
(PCAOB) of its re-proposed auditing standard, which require auditors conducting audits
under the PCAOB standards to provide information on critical audit matters in the auditor’s
report, in addition to other enhancements.

ISCA ISSUES NEW GUIDANCE ON COMFORT LETTERS
ISCA issues new AGS to provide guidance to reporting auditors on the procedures to be
performed to provide comfort in respect of the integrity of certain information disclosed in
the investment circular, or to comment on changes in selected ﬁnancial statement items
subsequent to the latest period reported on in the reporting auditors’ report.

ISCA COMMENTS ON IESBA ED
While ISCA agrees with IESBA’s suggestions in the re-exposure of proposed changes to the
Ethics Code addressing the long association of personnel with an audit client, ISCA has the
following comments:

+
+

As the situation in diﬀerent jurisdictions varies, the eﬀectiveness of the application of jurisdictional
safeguards may vary;
IESBA could consider prohibiting engagement partners (EPs) from becoming the engagement quality
control review partner of the same engagement immediately upon ceasing to be EPs.

ACRA’S APB NO. 1 OF 2016
This Audit Practice Bulletin provides guidance on performing the required risk assessment
to identify signiﬁcant risks in an audit engagement before carrying out the necessary audit
procedures to address such risk, as well as to emphasise the importance for public
accountants to exercise rigour and professional scepticism with illustrative examples.
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Don’s Column: Beefing Up Defences against Fraud
(Part 1)

BY

BY CHAN YOKE KAI AND GOH SENG KUAN

WHAT ORGANISATIONS CAN DO
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3898
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The mere mention of fraud would be alarming to accountants, auditors, investors and
other stakeholders of organisations. This is because fraud leaves a destructive trail in its
wake in the form of loss of assets, damaged reputation, potential breach of laws and
regulations, and, in extreme cases, paralysis of operations.
Fraud may be crude, sophisticated, well-orchestrated or relentless, or any combination of
these four forms.
A stock exchange announcement by Konecranes, a company listed on Nasdaq Helsinki1,
showed that fraud can be extremely sophisticated. The announcement highlighted that the
perpetrators of fraud managed to induce one of Konecranes’ subsidiaries to make
unwarranted payments totalling €17.2 million by means of identity theft and other
advanced fraud techniques.
A report by the South China Morning Post showed that fraud can be crude but wellorchestrated. The report highlighted that RMB3.92 billion worth of bank notes simply
disappeared from a safe in the Beijing branch of the Agricultural Bank of China. These
missing bank notes were essentially cash equivalents, and subsequent investigations by the
authorities found that these notes were neither recorded nor kept in a high security vault,
nor counted regularly.
Another report by USA Today2 proved that fraud can be both crude and relentless. The
report highlighted that US$1.9 million was stolen by a female employee of Shoreline
Federal Credit Union at Michigan over a period of 15 years. She had arrived at work way
before her co-workers had and “stuﬀed” her purse with cash from the vault 433 times over
the 15-year period. She also cooked the books of Shoreline to hide the fraud. Shoreline
became insolvent as a result.
The three examples above serve to remind us that fraud should be prevented as far as
resources allow, and if perpetrated, should be identiﬁed as soon as possible, since fraud
may seriously drain an organisation’s assets and impair its reputation.

… fraud should be prevented as far as resources allow, and if perpetrated,
should be identiﬁed as soon as possible, since fraud may seriously drain an
organisation’s assets and impair its reputation.
MORE ROBUST AND INNOVATIVE MEASURES TO PREVENT AND DETECT FRAUD
Many organisations are aware that fraud deterrence, prevention and detention involve the
thorough assessment of risks in operations, commitment of resources in the prevention of
fraud, and implementation of eﬀective internal controls. However, these measures may
seem inadequate as fraud perpetrators become smarter and bolder. Hence, organisations
may consider more recent measures used or implemented by industry leaders to
supplement their current fraud prevention and detection measures.
The ﬁrst measure is to employ the services of a third-party consultant to scrutinise the
operations or transactions in detail3 on a periodic basis or when an unusual transaction
occurs. The consultant has the advantages of increased objectivity and scepticism towards
operations and transactions, which members of the organisation may have taken for
granted. Any lapse, whether intentional or otherwise, should be identiﬁed and addressed 2/4
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granted. Any lapse, whether intentional or otherwise, should be identiﬁed and addressed
by the consultant.
The second measure is to implement a comprehensive whistleblower programme. Keppel
Corporation Limited (Keppel) was probably the ﬁrst public-listed company in Singapore to
implement a whistleblower protection policy on 1 September 2004 as an additional
measure to deter, prevent and identify dishonesty, fraud, corruption and other serious
forms of misconduct. This policy has proven eﬀective over the years as it essentially
guarantees fair treatment of informants, an eﬀective reporting mechanism for informants,
thorough investigations if circumstances warrant them, and protection from reprisals for
informants. However, Keppel’s policy is company-speciﬁc and does not extend to the
general public. Although “tip-oﬀs” are useful in the ﬁght against fraud and corruption, an
informant may end up on a legal hotbed if “tip-oﬀs” breached conﬁdentiality and other
legal provisions. Currently, Singapore does not have any overarching whistleblowing
legislation, unlike the United States’ Whistleblower Protection Act 1989.
The third measure is the use of performance measures to identify potential fraud or
serious errors. This measure is probably the most cost-eﬀective for an organisation which
has been operating for a considerable period of time. A case study is used to highlight the
eﬃcacy of performance measures under speciﬁc conditions.

PERFORMANCE MEASURES AS A MEANS TO PREVENT AND DETECT FRAUD
Performance measures may be useful to management and owners of organisations for a
variety of reasons.
For small organisations without the human and capital resources to implement extensive
and robust internal controls, such as the segregation of duties for staﬀ, which are
instrumental in the prevention of material misstatements and fraud, the next best
alternative could be the eﬀective and timely use of performance measures to highlight
areas that require additional and immediate scrutiny.
Most performance measures are intuitive in nature and easily understood by nonaccounting individuals. These measures do not involve complex mathematics and hence,
can be easily computed by non-accounting individuals. This means a stakeholder of an
organisation can easily apply these measures as a preliminary measure to appraise the
possibility of material misstatements or fraud before calling in the experts.
The frequent and periodic use of most performance measures can also facilitate to
ascertain the reasonableness of the performance of an organisation, with respect to its
peers and general economic conditions, and as an additional safeguard for its assets.
Finally, data for the construction of most performance measures are readily available from
ﬁnancial statements, and data pertaining to the construction of cash-related performance
measures are largely unaﬀected by creative accounting as such data are relatively diﬃcult
to manipulate.
In general, the performance measures selected for use should not be diﬃcult to
understand and perform, since the use of simple performance measures allows a nonaccounting individual to compute and analyse the measures independently. Furthermore,
whenever possible and appropriate, the use of relative performance measures can ensure
that the results for analysis are mostly unaﬀected by an organisation’s changing operating
levels and asset sizes over time.
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3898
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levels and asset sizes over time.

THE CASE STUDY
In Part 2 of this article, a real Singapore case study will be used to demonstrate the
eﬀectiveness of using a basic cash-related performance measure to identify the occurrence
of material misstatements and fraud. Fraud was detected and the main reasons for the
misappropriation of the company’s monies were:

+
+

A signiﬁcant lack of internal controls with regard to the company’s payment and receipt processes;
The lack of other prevention and detection measures with regard to the company’s monies, such as:

+
+
+

Ensuring customers’ receipt of their monthly account statements,
Having top management to follow up on unusually large outward remittances on a weekly basis,
Reconciliation of customers’ monies in totality with individual customers’ accounts balances on a
monthly basis.

Professor Chan Yoke Kai is an ISCA Council member and Head of the Accountancy
Programme, School of Business, SIM University. Goh Seng Kuan is an associate faculty
member, School of Business, SIM University and Director, First Corporation (Thailand) Co
Ltd and HMT Enterprise Group Pte Ltd.

1

Nasdaq Helsinki, 14 August 2015

2

“FEDS: Woman stuﬀ US$1.9 million in purse over 15 years”, USA Today, 31 December 2015

3

For example, the development of an Enterprise Risk Management Framework would
enable the organisation to understand and control for the risks of a fraud occurrence.
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BY

FELIX WONG

GUARD AGAINST TAX RISKS IN THE BEPS ERA
Annual global revenue losses from base erosion and proﬁt shifting (BEPS) were estimated
by the Organisation for Economic Co-operation and Development (OECD) to reach a
staggering US$240 billion. To address this, the OECD put together a 15-point BEPS Action
Plan and the ﬁnal reports were last released in October 2015.
As governments around the world deliberate on the speciﬁc actions to be taken in response
to the BEPS recommendations by the OECD, an unprecedented level of uncertainty and tax
risks looms over global businesses.
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3904
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Against this backdrop, Accredited Tax Advisor (Income Tax) Mak Oi Leng, Asia Paciﬁc Global
Compliance Management Services Regional Leader and Head of Tax Risk & Disputes
Management, KPMG in Singapore, alerted participants to the challenges ahead and shared
useful tips for managing tax risks in the BEPS era at a recent Tax Excellence Decoded
session organised by the Singapore Institute of Accredited Tax Professionals (SIATP).

Accredited Tax Advisor (Income Tax) Mak Oi Leng, Asia Paciﬁc Global Compliance Management Services Regional
Leader and Head of Tax Risk & Disputes Management, KPMG in Singapore, alerted participants to the challenges
ahead and shared useful tips on managing tax risk in the BEPS era.

KEY IMPLICATIONS AND RISKS
Essentially, the OECD’s BEPS Action Plan seeks to tackle issues relating to BEPS by
recommending enhancement of coherence of cross-border tax rules, tightening of
substance requirements and improvement in transparency. In view thereof, companies
should review their tax strategies based on these three core principles of coherence,
substance and transparency.
Coherence
The OECD recognises that the international tax system contains considerable gaps in its
current state and as a result, businesses could exploit such gaps for undue tax advantages.
Various recommendations aimed at closing these gaps were proposed.
In its eﬀorts to tackle hybrid mismatch
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3904
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In its eﬀorts to tackle hybrid mismatch arrangements and eliminate double-dip structures,
the OECD advocates the introduction of domestic hybrid mismatch rules to neutralise the
eﬀects of adopting such arrangements.
Using a classic example to illustrate this, a hybrid mismatch arrangement may comprise
two related parties taking advantage of a hybrid instrument (which qualiﬁes as debt in the
source country but as equity in the resident country) to claim tax deduction on the interest
expenses incurred in the source country and at the same time, enjoy tax exemption on the
dividend income received in the resident country.
A domestic hybrid mismatch rule may be introduced by the resident country to deny the
tax exemption on the dividend income if the corresponding amount qualiﬁes for tax
deduction as interest expense in the source country. The “double-dipping” eﬀects arising
from the arrangement would hence be neutralised. Accordingly, organisations with existing
intragroup arrangements which involve hybrid mismatches should monitor legislative
developments in the relevant tax jurisdictions to assess and manage potential tax impacts
as they arise.
Another area of focus is the eﬀective implementation of controlled foreign corporation
(CFC) rules, which are primarily designed to limit artiﬁcial deferral of tax by using oﬀshore
entities. While Singapore does not currently have CFC rules, groups with international
presence should continue to monitor the introduction of, or changes to, CFC rules in the
jurisdictions they operate in and be prepared to revise their group structures where
necessary in order to mitigate any adverse tax implications.
To address the issue of usage of debts to obtain “excessive” interest deductions, the OECD
has suggested the use of a ﬁxed ratio rule (FRR) to limit the net interest deduction within a
range of 10% to 30% of earnings before interest, taxes, depreciation and amortisation
(EBITDA). As an alternative, the OECD suggests the use of a group ratio rule (GRR) which is
based on the group’s worldwide ratio. With these in mind, companies with intergroup
ﬁnancing arrangements should assess the impact from the application of FRR or GRR.
Substance
The push to tighten substance requirements mainly stems from the desire to align taxing
rights with the relevant value-adding activities. The OECD has thus proposed major changes
to the Transfer Pricing (TP) Guidelines. Mere legal ownership of the intellectual property (IP)
does not in itself provide a right to all (or even any) of the returns from exploitation. In
other words, value-creation activities must be aligned with the allocation of proﬁts. This
gives rise to the need to review existing IP structures and make appropriate revisions where
necessary in response to speciﬁc rules to be introduced.
To counter treaty shopping, a minimum standard consisting of a principle purpose test
and/or a limitation on beneﬁts rule has been proposed. With the inclusion of a minimum
standard, companies should be prepared to face increased scrutiny from tax authorities
when applying for treaty beneﬁts.
Companies should also note the OECD’s recommendation to lower permanent
establishment (PE) threshold and widen the dependent agent deﬁnition. Continual reviews
and revisions of transaction arrangements should be carried out in order to manage the
risks and uncertainties for the businesses.
In addition, the anti-fragmentation rule
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3904
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In addition, the anti-fragmentation rule would apply where complementary functions that
are part of a cohesive business operation are carried out by the same or a closely-related
enterprise. Companies should thus review and be ready to provide justiﬁcation to tax
authorities, when asked, of the commercial rationale for structuring their own and related
entity’s activities in relation to the business operation as a whole.
It is imperative that companies keep themselves updated on the developments in this
regard, and review existing structures to manage consequences of new PE rules and
application.
Transparency
The OECD seeks to improve transparency by pushing for signiﬁcant additional disclosures
by taxpayers and automatic exchange of information among tax authorities. One of the key
initiatives of the BEPS Action Plan is the introduction of the new Chapter V of the OECD TP
Guidelines. This covers the preparation of Master and Local Files, and Country-by-Country
(CbC) reporting which requires companies with annual consolidated revenue of over €750
million to ﬁle an annual report on a speciﬁed set of business information for each tax
jurisdiction in which they do business. The BEPS Action Plan also advocates adoption of
mandatory disclosure rules, which include disclosure targeting features of aggressive
transactions, speciﬁc domestic risk areas, and cross-border BEPS outcomes of concern.
To meet the disclosure requirements, companies should strategise and adopt targeted
implementation to balance the collection of relevant information with the reduction of
unnecessary disclosures. It is important for subsidiaries to coordinate reporting eﬀorts and
details with the holding company. Holding companies, which have overall control and
visibility of the business organisations, play a crucial role in ensuring consistent disclosure
of information in the master ﬁle, the local ﬁles and the CbC report.

DIGITAL ECONOMY
The OECD has recognised the phenomenal growth of the digital economy in the past
decade and the need for tax rules to catch up with the digital economy. However, the BEPS
Action Plan does not propose any speciﬁc digital tax or PE rule for e-commerce, but
advocates the shift to collection of indirect tax. The OECD also proposes to address tax
challenges arising from the digital economy jointly with the other BEPS action items.
The OECD e-commerce recommendations will translate into greater compliance burden and
higher business costs on vendors in the global digital economy. Continual monitoring of
country developments and review of supply chain structures are key for e-commerce
businesses. As countries are expected to implement their own set of rules to address the
digital economy, companies will need to keep up with the various changes in the diﬀerent
countries and react appropriately when the time comes. One thing for sure is that
companies will face a greater compliance burden as each country seeks to address their tax
concerns in a slightly diﬀerent way.

It is important to have C-suite’s attention and buy-in to implement an
appropriate tax strategy to avoid any undesired or unforeseen tax
consequences in this BEPS era.
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Blow, Tax Risks, Blow

Due to the wide and deep impact on businesses consequent to the introduction of the
OECD’s BEPS Action Plan, it is important to have C-suite’s attention and buy-in to implement
an appropriate tax strategy to avoid any undesired or unforeseen tax consequences in this
BEPS era. Early awareness and buy-in from senior management are essential to provide the
mandate for executives to act appropriately. This includes the mapping and evaluation of
tax risks consequential to BEPS developments, as well as the formulation of action plans to
assess, manage and make relevant changes. Given the rapidly-changing regulatory and
business environment coupled with stakeholders’ expectation for tax/ﬁnance functions to
do more with less to bring more value to the businesses, organisations should also focus
on how to leverage technology to better manage compliance challenges and tax risks.
Tax risks and uncertainties are the new normal in this BEPS era. There are two ways to deal
with it – either hide under a rock or embrace the changes by actively managing them. The
choice is obvious.

Felix Wong is Head of Tax, SIATP. This article is based on SIATP’s Tax Excellence Decoded
session facilitated by Accredited Tax Advisor (Income Tax) Mak Oi Leng, Asia Paciﬁc Global
Compliance Management Services Regional Leader and Head of Tax Risk & Disputes
Management, KPMG in Singapore. For more tax insights, please visit SIATP.
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In this collection of critical surveys, readers will find up-to-date works from leading scholars
writing about the private and public sector aspects of savings and wealth accumulation. The
articles discuss the measurement of genuine savings and sustainability, the estimation of wealth
inequality, recent developments in consumer credit and defaults, the impact of student loans on
financial well-being, people’s retirement decisions, and the impact of pension reform.

BUY NOW

S$187.20

EMPIRICAL ASSET PRICING
This book represents an up-to-date compilation of empirical asset pricing theory and their
techniques and application, keeping emphasis throughout on empirical research and findings.
Covering topics such as the mean-variance portfolio theory, the capital asset pricing model, and
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the arbitrage pricing theory, this is an ideal text for courses on asset pricing as well as on
portfolio/risk management/finance, stocks and bonds, and arbitrage.

BUY NOW

S$29.91 including GST

BITCOIN FOR DUMMIES
Here is a fast, easy way to start trading crypto currency. Comprising clear explanations in easyto-understand language, you will soon pick up all the details about bitcoin trading and have a
solid grasp of where your money is going. Learn how to set up your bitcoin wallet, understand
the mechanisms and risks behind bitcoin, and trade away.

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3885

3/4

10/08/2016

Exclusive Privileges for Members

BUY NOW

http://journal.isca.org.sg/#!edition/editions_aug2016/article/page3885

4/4

10/08/2016

Book Quiz

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 August 2016. Please provide your full
name, NRIC number, mailing address, contact number and the book you’re
interested in.

1 In “Holding True to the ISCA Oath”, EP 100 – the ISCA Code of Professional Conduct and
Ethics –was largely adapted from the Code of Ethics for Professional Accountants issued by
the International Ethics Standards Board
http://journal.isca.org.sg/#!edition/editions_aug2016/article/page4030
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the International Ethics Standards Board for Accountants.
A True
B False
2 In “Beeﬁng Up Defences Against Fraud”, it is easy to detect fraudulent practices as they
tend to be crude and unsophisticated.
A True
B False
3 In “Choosing the Right Accountant”, if the engagement is for a statutory audit that
requires the issuance of an audit report, then the individual assigned must be a Chartered
Accountant of Singapore, and also a Public Accountant registered with the Accounting and
Corporate Regulatory Authority.
A True
B False

CONGRATULATIONS
JULY QUIZ WINNERS
1)Kelly Tan
Sxxxx064-J
2)Tan Teoh Khoon
Sxxxx246-D
3)Mahesh Devraj Kotai
Sxxxx681-D

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