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Dear members,
Last year, when Singapore marked its 50 years of independence, it celebrated an economic
success that was grounded on sound strategies – strategies that had evolved almost every
decade, each time taking advantage of Singapore’s strengths vis-à-vis the changing global
demands and competition, emerging opportunities and aspirations of its citizens. The
accountancy profession is an integral part of Singapore’s economic miracle, supporting
businesses and sectors as the little red dot moved up the value chain within each industry,
and then expanded to new industry value chains.
Today, as the Singapore economy matures, and given the increasingly complex economic
environment where competition comes from everywhere around the globe as well as from
both the real and virtual realms, adding value as we progress up the various value chains is
no longer suﬃcient. Instead, Singapore has embarked on a new phase of economic
development, shifting its focus from adding value to creating value as it takes its ﬁrst steps
towards SG100.
As envisioned by the government, “pervasive innovation” which cuts across all industries
and ﬁrms of diﬀerent sizes, and well-trained human resources with a strong Singaporean
core, would take Singapore into the future. This is according to Deputy Prime Minister
Tharman Shanmugaratnam, who spoke at the EDB Society’s 25th anniversary gala dinner in
July last year. Consequently, Budget 2016, policy forums and other national initiatives are
aligned with the government’s commitment to innovation and people development.
As with anything new, the economy of the future will present challenges to Singapore as
well as the accountancy profession. But the future is where the opportunities lie, and I urge
our ISCA members to innovate to create value in order to rise above the competition.
SMEs are an important pillar of the economy as they contribute to about half of Singapore’s
GDP; SMEs are also often credited with driving growth and innovation in many economic
sectors. SMPs are as important as they typically serve SMEs or are themselves SMEs. Given
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5464
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the slowing economic growth, constraints of a small domestic market, manpower concerns
and technological trends that are poised to disrupt existing business models, it is crucial for
businesses to develop strategic corporate capabilities and embrace innovation. SMPs have
to be dynamic in order to respond to these business concerns, in addition to the constant
changes in accounting standards and regulations.
ISCA supports our members through a number of initiatives to raise the proﬁle and build
the capacity of SMPs in Singapore. The Institute has dedicated initiatives aimed at driving
innovation, quality and productivity in SMPs, which include the timely and relevant training
of our members and the delivery of useful resources. The November cover story focuses on
practice innovation, with workable strategies and tools to future-prepare our SMPs.
Technology is re-deﬁning the world we live, work and play in, and in business, advances in
technology are resulting in increased business integration. Big data, benchmarking, cloud
computing, mobile technologies, IT management, storage, software as a service, social
media marketing and data mining, online banking… ﬁntech manifests itself in this growing
list. To equip members with the requisite understanding of ﬁntech to unlock emerging
opportunities, we are running a series of three articles from DBS, beginning this November
issue.
ISCA publishes country reports featuring important political and economic developments of
interest to our readers. Here, we have a Lao country report from the Lao Chamber of
Professional Accountants and Auditors (LCPAA) showing signiﬁcant updates on the
accountancy profession in the country. This article also highlights ISCA’s leadership role in
the ASEAN Federation of Accountants as it plays its part to raise the collective standard of
the accountancy profession in the region. In this regard, ISCA and LCPAA had recently
signed an MOU to explore opportunities for both entities to co-develop the accountancy
profession in Laos through capability-building programmes. Already, the Institute has
completed a ﬁve-day training course for auditors in Laos, and is looking to conduct more
courses.
Accountants are highly-respected for their professional skills and their personal attributes,
and in this issue, we ﬁnd out how ISCA members create value in diverse ways in our
Member Proﬁle, in combating money-laundering and by helping Charities build an eﬀective
risk management model. Have a good read.
Gerard Ee
FCA (Singapore)
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CYBER ATTACKS IN SINGAPORE TO INCREASE
AS CIOS FACE IT SECURITY TALENT SHORTAGE

Singapore’s battle against cyber criminals is about to intensify with technology leaders
predicting an increase in cyber attacks due to a lack of skilled IT security personnel.
According to a recent Robert Half report, “Cyber security – Defending your future”, cyber
attacks in Singapore are increasing, with 72% Chief Information Oﬃcers (CIOs) detecting
more cyber attacks now compared to 12 months ago.
The report also reveals that 85% Singapore CIOs expect their companies will be attacked
more often because they lack skilled IT security talent – well above the 78% average of the
eight countries surveyed. Singapore has the highest percentage of CIOs predicting
“signiﬁcantly more” cyber attacks in the next ﬁve years – 30% versus the global average of
19%. IT leaders say the top three cyber security risks facing Singapore organisations in the
next ﬁve years are data abuse/data integrity (59%), spying/spyware/ransomware (54%) and
cyber crime (53%).
The annual study is developed by Robert Half and conducted in April 2016 by an
independent research company, surveying 960 CIOs/CTOs globally including 100 Singapore
CIOs/CTOs in Singapore. This survey is part of the international workplace survey, a
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5243
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questionnaire about job trends, talent management and trends in the workplace. The
report is available at the Robert Half website.
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BUILDING A TAX-SAVVY BUSINESS COMMUNITY
It is crucial for companies to recognise that tax implications are embedded in the many
business activities they perform. It is with this in mind that the recent Tax Excellence
Decoded session was designed and organised for the insurance sector by the Singapore
Institute of Accredited Tax Professionals (SIATP). The day’s programme was facilitated by
various tax specialist heads from KPMG in Singapore and covered both local and global
developments ranging from corporate tax to the Goods and Services Tax.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5233
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Besides the insurance sector, the manufacturing sector also stepped up its level of tax
awareness in a session organised by SIATP, together with the Singapore Manufacturing
Federation and IE Singapore. Covering the much talked-about topic of Permanent
Establishments (PE), Accredited Tax Advisor (Income Tax) Sivakumar Saravan, Executive
Director, Crowe Horwath Singapore, shed light on the triggers of PE that companies should
be aware of when they internationalise.
For more information on SIATP’s events, please email SIATP.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5233

2/2

08/11/2016

ISCA BREAKFAST TALK: FINTECH OPPORTUNITIES FOR PUBLIC ACCOUNTANTS AND ACCOUNTING PROFESSIONALS

IN TUNE I S C A N E W S

ISCA BREAKFAST TALK: FINTECH
OPPORTUNITIES FOR PUBLIC ACCOUNTANTS
AND ACCOUNTING PROFESSIONALS
Technology is aﬀecting every industry, and the accountancy sector is no diﬀerent. As more
businesses move into the digital space today, it is important that accountants and auditors
stay abreast of technological advances and evolve to meet changing demands. On October
12, more than 60 participants attended the ISCA Breakfast Talk titled “Fintech Opportunities
for Public Accountants and Accounting Professionals”.
M. Nazri, Founder and Group CEO of Vector Scorecard (VSC) Asia-Paciﬁc Group, started the
session with an overview of the current ﬁntech eco system in Singapore. He highlighted
that the role of public accountants and accounting professionals has shifted, and it is
increasingly important for tomorrow’s professionals to leverage technology to analyse
larger amounts of data and deliver higher value-added work for the company. To achieve
that, he introduced the concept and application of Natural Language Generation (NLG).
NLG is a sub-ﬁeld of artiﬁcial intelligence, where a machine is able to read, translate and
provide strategic narratives to basic raw data or ﬁnancial statements.
The speaker concluded the session with case studies centring on how NLG can add value to
businesses by transforming data into meaningful and insightful narratives.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5355
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GET MORE VALUE OUT OF YOUR ISCA
MEMBERSHIP
With the expanded pathways to ISCA membership, more individuals who aspire to enter
the accountancy profession and progress in their careers can become ISCA members. The
professional designation that comes with the ISCA membership is a mark of excellence that
diﬀerentiates members from their peers. As members, they stand to gain the professional
recognition and support from the national accountancy body that enhances their credibility
and credentials.
The ISCA membership covers three diﬀerent membership classes, namely:

+
+
+

Aﬃliate (ISCA) with the Accredited Accounting Technician (Singapore) or AAT (Singapore) designation;
Associate (ISCA), and
Chartered Accountant of Singapore or Fellow Chartered Accountant of Singapore.

Members can make the most of their ISCA membership to enhance their Professional
Recognition, Professional Development, Knowledge and Expertise, and build Global
Business Connections.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5282
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PROFESSIONAL RECOGNITION
Enhanced credibility with the professional designations
The Institute’s progress to becoming a globally recognised professional accountancy body
has positioned the ISCA membership as a mark of professional excellence both in the
regional and international arenas.
To elevate their professional stature, members can use their professional designation of
FCA (Singapore), CA (Singapore), Associate (ISCA) or AAT (Singapore) on their name cards, in
their resumes or even LinkedIn proﬁles. This not only identiﬁes them as ISCA members but
also demonstrates members’ commitment to upholding the highest professional and
ethical standards to employers.
Enhanced recognition for senior members
Beyond their existing designations, senior members are further recognised through the
award of the Fellow membership status or the conferment as Life Members.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5282
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Fellow Chartered Accountants of Singapore (FCAs (Singapore)) are highly recognised as
established leaders who have been full members of the Institute for a minimum of 10
consecutive years and possess at least ﬁve years of senior management experience.
The Lifetime Membership status is awarded to members in recognition of their longstanding support and contributions to the profession. Full Members with at least 30 years
of membership with the Institute, and who are at least 70 years of age, will be conferred
the Lifetime Membership.
Adding value to businesses
As ISCA members, they are well recognised by employers as not only having the highest
ethical standards and professional conduct, but their accounting and business knowledge
are constantly kept up-to-date, adding value to the businesses and industries in which they
operate.

PROFESSIONAL DEVELOPMENT
Courses and seminars
To help ISCA members keep abreast of the latest accounting and business developments
and acquire new skills, ISCA oﬀers more than 800 Continuing Professional Education (CPE)
courses. These courses cover a wide range of technical and soft skills topics to meet
members’ training needs, such as ﬁnancial reporting and analysis, mergers and
acquisitions, business analytics, leadership and communication skills, and Excel.
A variety of e-learning and self-study CPE options are also available to further support
members in attaining relevant knowledge and skill sets amid their busy schedules.
ISCA members enjoy discounted rates for all ISCA courses and seminars.
Professional certiﬁcation programmes
Members can enhance their existing skill sets with available professional certiﬁcation
programmes such as Business Analytics and Reporting, and Practical Audit Workshop.
Specialisation pathways
Specialisation pathways will also provide members with the chance to explore their areas
of interest in greater depth to develop their professional expertise.
These include the ISCA-CIMA Pathway established last year, providing ISCA members the
opportunity to fast-track their journey to obtain the prestigious Chartered Global
Management Accountant designation, as well as the accelerated pathway to obtain the
coveted Certiﬁed Internal Auditor (CIA) designation with the CIA Challenge Exam
established in August 2016. ISCA will continue to roll out more specialisation pathways for
members to acquire new skills and internationally-recognised credentials beyond
accounting and auditing, as they progress in their careers.

KNOWLEDGE AND EXPERTISE
Access to technical resources
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5282
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ISCA has its own online technical knowledge and resource centre that provides members
with insights to keep them updated on the latest developments in the profession. These
resources also guide members on the application of such updates.
ISCA’s various publications, such as the IS Chartered Accountant journal and technical
reports, keep members informed of the latest accountancy news, bringing members timely
updates and analysis of accounting and business issues, and valuable insights from people
in the know.
Guidance on practice issues and Technical Enquiry Service
Members who need advice on various technical issues can turn to the online Technical
Enquiry Service run by the ISCA Technical Advisory and Professional Standards team.
Industry and knowledge-sharing events
ISCA organises regular sessions on industry updates and developments. These include
sharing sessions on wide-ranging topics spanning FinTech, big data, predictive analysis, risk
management, sustainability reporting and Singapore Budget updates.
Besides industry-sharing sessions, ISCA organises the annual Singapore Accountancy
Convention, which is a useful conference that shares the latest global and local
perspectives on relevant accounting issues and developments.

GLOBAL BUSINESS CONNECTIONS
Part of a network of more than 30,000 like-minded professionals
With numerous networking events and industry-based forums, ISCA members are able to
learn, share and network with one another. An example would be the activities organised
by the Young Professional Accountants Committee (YPAC), which aim to bring together
young accounting professionals under the age of 35 to discuss topics relevant to them.
There are also other events such as the ISCA Games and ISCA Run, which provide members
with a healthy platform to interact with each other away from the oﬃce environment.
Chartered Accountants Worldwide
With ISCA’s admission as the ﬁrst Associate member of Chartered Accountants Worldwide
in 2015, ISCA is now one of the leading global institutes of Chartered Accountants
supporting, developing and promoting over 620,000 Chartered Accountants in more than
200 countries around the world. ISCA members can now enjoy access to the combined
expertise and networks of the world’s leading chartered accountancy bodies.

ISCA ESERVICES PORTAL: KEEPING MEMBERS CONNECTED
ISCA will continue to explore diﬀerent ways for members to beneﬁt from their
membership. With the new ISCA eServices Portal, the Institute strives to keep members
informed and connected to the profession.
By keeping their proﬁle updated with ISCA, members will continue to receive important and
relevant information on seminars and courses, member events and major announcements
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5282
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pertaining to the profession, such as the new membership pathways and business trends.
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ECONOMIC UPDATES BY ISCA and CFA SOCIETY
The slow economic growth environment, coupled with recent events such as the UK’s vote
for Brexit and the upcoming US presidential election, has generated uncertainty for both
businesses and investments.
On September 29, more than 185 participants attended our regular economic update
session. Co-organised by ISCA and CFA Society Singapore, it marked the second time this
year that both organisations are collaborating to beneﬁt our respective members. The twohour session featured distinguished speakers from diﬀerent backgrounds, coming together
to share their expertise on various aspects of the economy. The speakers were:

+
+
+
+

Suan Teck Kin, Senior Economist, Global Economics & Market Research, UOB Group;
Henry Syrett, Partner, Transfer Pricing Services, EY;
Billy Thorne, Senior Manager, UK Tax Desk, Global Tax Desk Network – Asia Paciﬁc, EY, and
Rajiv Biswas, Senior Director and Asia-Paciﬁc Chief Economist, IHS Markit.

For years, the reliability of China’s economic data has been questioned by many. Against
this backdrop, Mr Suan kicked oﬀ the evening by identifying a few indicators that could
potentially help businesses and investors verify the quality and accuracy of China’s data. In
particular, he provided insights into the labour market and how the structural change – a
major shift of employment from the primary to secondary and tertiary sectors – has
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5318
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shift of employment from the
primary
to secondary
tertiary sectors – has
contributed to the unprecedented growth of China. Looking forward, Mr Suan cautioned
participants on the risks to watch, including China’s debt and leverage problems, capital
ﬂight and geopolitical issues.

Also discussed during the session was the impact of Brexit on businesses in Europe,
speciﬁcally on tax implications and possible future tax policies. Mr Syrett and Mr Thorne
touched on four key areas and controls that should be reviewed to help companies take
advantage of opportunities while mitigating risks arising from Brexit. Such considerations
include having a clear understanding of your current trade and operations models, and
human resource management. The last speaker of the day was Mr Biswas, who provided an
overview of the challenges, risks and opportunities for the global oil and gas market,
particularly for the ASEAN economies of Malaysia, Indonesia and Myanmar. He highlighted
that markets have to be mindful of the impact of new technologies on the oil and gas
industry.

Speakers/Panellists: (from left) UOB Group Senior Economist Suan Teck Kin; EY Partner Henry Syrett; EY Senior
Manager Billy Thorne; IHS Markit Senior Director and Asia-Paciﬁc Chief Economist Rajiv Biswas, and moderator,
CFA Society Singapore Board Member Alex Ho

Rounding oﬀ the event was an insightful panel discussion moderated by Alex Ho, Treasurer
and Board Member, CFA Society Singapore.
ISCA looks forward to providing you with more regular, up-to-date insights and
developments on the economy in 2017. Please feel free to send your topics of interest to
Industry Support.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5318
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CFO NETWORKING EVENING @ IBM STUDIOS
The CFO Networking Evening is a series of sessions co-organised by ISCA and the Singapore
CFO Institute to provide CFOs with a platform to get together, expand their network and
foster a closer CFO community. Into its third run for the year, the September 22 session
was hosted by IBM at the recently-opened IBM Studios Singapore.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5237
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Lee Wai Fai, Chairman of ISCA’s CFO Committee, giving the welcome address

The networking session kicked oﬀ with a presentation by IBM on the concept of blockchain
technology – a distributed and decentralised ledger where almost anything of value can be
tracked and traded without a central authority managing the transaction ﬂow – before
turning to focus on its application beyond the ﬁnancial services industry. For example, in
supply chains, blockchain improves transparency as goods travel through producers and
manufacturers to storage facilities, distributors and retailers. It also allows various
stakeholders to monitor their products at diﬀerent points of the supply chain by conﬁrming
receipts, and making automatic payments. As every transaction is documented in the
blockchain, it helps companies and consumers track the provenance of products and
assures them that they have been ethically sourced, and transported in a safe and timely
manner.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5237
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An IBM Studios station where ideas are shared on whiteboards and adhesive notepads

After the presentation, the CFOs went on a tour of the facilities, hosted by senior IBM
representatives. IBM Studios is a design centre which can hold more than 100 designers
and digital experts to help develop individualised experiences through a combination of
cognitive capabilities and experience design. In an age where we are seeing increasing
numbers of disruptions brought about by technology and design thinking, a tour of the
facilities will hopefully provide participants with an idea of some of the leading-edge
possibilities available today.
The networking evening concluded with food and drinks, over which CFOs mingled and
networked with their peers.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5237
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Participants mingling over food and drinks
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ISCA CARES EDUCATION PROGRAMME AWARDS
$55,000 IN BURSARIES TO NEEDY
ACCOUNTANCY STUDENTS
Due to his family’s ﬁnancial circumstances, Huang Po Hsiang, 24, did not attend
kindergarten. In secondary school, he was compelled to leave his favourite co-curricular
activity, swimming, as he could not aﬀord the fees. Eighteen-year-old Angeline Phung’s
father passed away from cancer when she was preparing for her “O” level examinations;
her mother supported the family by working two jobs. Today, both Po Hsiang and Angeline
are Accountancy students at the local polytechnics and beneﬁciaries of the ISCA Cares
Education Programme. The Programme awards bursaries to needy youths whose family’s
monthly per capita income falls below S$625.
Together with other students from underprivileged families, Po Hsiang and Angeline are
among the ﬁrst batch of 15 beneﬁciaries to receive their bursaries under the ISCA Cares
Education Programme. The inaugural award ceremony took place on September 20, where
a total bursary amount of $55,000 was given out.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5297
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(Back row, from left) Gerard Ee, ISCA President; Frankie Chia, BDO LLP Managing Partner; Wang Chi, UniSIM; Tan
Jun Cheng, UniSIM; Chermaine Pung, UniSIM; Koh Sze Lin, UniSIM; Zephan Tay, NUS; Mrs Lim Hwee Hua, ISCA
Cares Chairman; Noor Quek, ISCA Cares board member; Gregory Vijayendran, ISCA Cares board member; Lee
Fook Chiew, ISCA Cares board member and ISCA CEO; Huang Po Hsiang, Ngee Ann Polytechnic; Celine Tay, Ngee
Ann Polytechnic; (front row, from left) Yeo Shu Wen, SMU; Ong Minyi, NUS; Angeline Phung, Singapore
Polytechnic; Yeo Shu Qing, Temasek Polytechnic; Jasmine Tan, Singapore Polytechnic; Samantha Tan, Singapore
Polytechnic, and Joanne Cheong, Singapore Polytechnic; (absent with apologies) Nursyaﬁqah binte Azammudin,
Singapore Polytechnic

As Asians, we share a common belief that education is one of the most important things
that we can provide for the next generation, to help them fulﬁl their potential as adults. It is
with this in mind that ISCA had started the ISCA Cares Education Programme. The
Programme aims to help ﬁnancially needy Singapore youths pursuing an Accountancy
education at the local polytechnics and universities with their school fees and basic living
expenses.
As Mrs Lim Hwee Hua, Chairman of ISCA Cares, said at the ceremony, “Many of our
beneﬁciaries are working part-time to pay their school and living expenses, and some also
have to contribute to their family’s ﬁnances. With the ISCA Cares bursary, these youths can
devote more time and energy to their Accountancy studies.”
What makes the ISCA Cares bursary scheme unique, compared to other bursaries, is that it
supports a holistic education for these youths by also oﬀering mentorship and internship
opportunities. This will enable beneﬁciaries to acquire real-life experiences of a
professional accountant and at the same time, gain career and personal development
guidance from a mentor. The majority of beneﬁciaries come from very low-income and/or
single-parent families, so having a mentor will give them an added boost to develop them
into well-rounded individuals.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5297
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Lee Kuang Hon, BDO Senior Audit Manager, sharing about his life as a professional accountant

Student beneﬁciaries and their family members engaging with Philip Aw, BDO Audit and Assurance Partner
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5297

3/5

08/11/2016

ISCA CARES EDUCATION PROGRAMME AWARDS $55,000 IN BURSARIES TO NEEDY ACCOUNTANCY STUDENTS

The guests were hosted to a tour of BDO’s new oﬃce

The award ceremony was hosted at the new oﬃce of BDO, located at Parkview Square. The
beneﬁciaries and their family members were invited on a tour of the new oﬃce premises;
they also heard from Lee Kuang Hon, Senior Manager of Audit, BDO LLP, who shared about
his decade-long audit career.
Frankie Chia, Managing Partner, BDO, said in his opening remarks that “the ISCA Cares
Education Programme is a worthy cause that resonates with BDO’s corporate social
responsibility value, and we strongly support it. We want to positively contribute to
nurturing a talent pipeline for the Accounting profession in Singapore”.
Mrs Lim thanked the corporate and individual donors, and recognised the two largest
donors – BDO and RSM Singapore – for their invaluable contribution in creating the ﬁrst
pool of funds for the ISCA Cares Education Programme.
ISCA Cares is an institution of public character and all donations are tax-deductible. Your
donation will help to pay for the accountancy education of needy youths in Singapore. For
more information on how you can play your part in nurturing the future generation of
accountants, please visit ISCA Cares.
We sincerely thank all individuals and corporations for their generous support. Special
thanks also go to the following donors:

+
+
+
+

BDO LLP
RSM Singapore
Deloitte & Touche LLP
PricewaterhouseCoopers LLP

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5297
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JOELLE LOY AND MARC BRUCE
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JOELLE LOY AND MARC BRUCE

WHAT DOES PRACTICE INNOVATION MEAN TO YOU?
In Singapore, the auditing profession providing assurance services is increasingly
challenged by fee pressures and technology disruption to ﬁnd new ways to serve its clients.
The answer to the question on where an audit practice is heading depends on whether the
practitioner is proactive or reactive to change.
The minority proactive group knows that doing little or nothing is not the right approach,
while a large category of practitioners adopts the “wait and see” approach.
In Singapore, according to the 2015 Productivity Scorecard and Benchmarking Survey by
ISCA, the average revenue per employee in small and medium-sized practices (SMPs) is
S$82,400. This is almost three times lower than the average of their global peers of
S$231,800. This should sound the alarm for Singapore practices to better manage their top
and bottom lines. Should practitioners continue to “wait and see”, and eventually ﬁnd
themselves squeezed out of the market because they are no longer sustainable?
In this article, we will be sharing strategies to prepare SMPs for the future. The same
principles apply whether you are a start-up, if your practice has plateaued, or you are
looking to grow your practice to the next level. If you are willing to make some changes, a
“blue ocean” awaits you ahead.

With around 700 accounting ﬁrms in Singapore, what makes your ﬁrm
diﬀerent? ... the ﬁrst step is for an SMP to create a brand and unique
corporate image.
MINDSET CHANGE
Human beings are used to doing the same things, the same way, year after year, while
change is a function of the four “D”s comprising:

+
+
+
+

Dissatisfaction with your current situation;
Desire for something better;
Determination to succeed when inevitable setbacks arise, and
Discipline to do the important things, and stay on track.

Globally, the sole practitioner with fewer than 10 employees describes the typical proﬁle of
an accounting ﬁrm, and this same proﬁle pertains to Singapore. The impediment to growth
is often attributable to a lack of management and entrepreneurial skills. A ﬁrm of more
than 10 employees can be challenging to manage and hence, there may be a subconscious
decision for the ﬁrm to remain small.
Every practice is diﬀerent, and whether the ﬁrm retains the status quo or grows depends
on what matters most to the practitioner, and how exactly he can go about making the
necessary adjustments.
The adoption of cloud technology by businesses has been a game-changer. As a case in
point, the use of cloud software provides clients with bank feeds and real-time information,
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5431
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thus oﬀering greater visibility of the company’s ﬁnancial position. This enables better
decision-making, as well as opens up the advisory service opportunity to practitioners.
Most professional accounting bodies and industry experts globally are suggesting that
accountants move into the role of trusted business advisor. Are you ready to be your
client’s advisor?

SERVICE INNOVATION
Much of the business services oﬀered by an SMP is driven by compliance and regulation,
rather than addressing the needs of their clients. What do clients want? What services
should accountants be delivering to their clients? Auditors often cite fee pressure as a top
issue. Clients buy into the notion of value, and value needs to be clearly articulated in
terms of beneﬁts. It’s important to “talk” the clients’ language and view the business
through their eyes.
We know clients trust accountants, but what do they really want from their accountants?
Here are some common observations:

+

Specialised services
People are willing to pay a premium for specialised services. If you have back pain, do you visit a general
practitioner or perhaps a chiropractor? If you analyse your client base, you will be able to ﬁnd a niche. If
you do not have a niche, or you are looking to build a specialisation, you should consider industries or
sectors that have a strong and growing demand for your kind of specialised services.

+

Responsive client care
Clients of accountants often complain about the slow turnaround time to emails and phone calls.
Practitioners can consider introducing Client Care Standards, classifying clients into diﬀerent “priority”
categories. For example, “A” class (Gold) clients should be treated with exceptional care, followed by “B”
class (Silver) clients, and so on.

+

Proactive, strategic advice
Most accountants are reporting history, providing ﬁnancial statements that are already out-of-date, which
do not really help clients. Turning this around, the ﬁrst step is to start producing relevant ﬁnancial
information for better decision-making. Accountants should start building skills in management,
governance, strategy and human resources. This may seem a giant step, but SMPs can start with
proactive ﬁnancial analysis skills, like producing monthly management accounting and variance analysis.

+

My accountant does not understand my business
Do you really understand your client’s business? When was the last time you visited your client, met the
company employees or walked around the premises? Do you understand the components of the client’s
revenues and key drivers of the business? Do you know the key challenges your client is facing?

+

Other services (beyond traditional compliance)
If you wish to deliver value-added strategic advice to help clients make better business decisions, you
would need to have a practice technology platform to access your clients’ information in real time. With
technology, you can function as your client’s Virtual CFO and expand your service oﬀering.

So, what is the right mix of compliance and other services? SMPs are typically over-weight
on compliance, which represents close to 70% of revenue, as compared to less than 25%
for the Big Four ﬁrms, according to the Singapore Accountancy Commission’s
AEcensus2015. A goal of 50% seems a reasonable target for most practices to achieve.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5431
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In Singapore, the next big opportunity for accountants could potentially come from Wealth
Management and Financial Planning. Typically, ﬁnancial planners and advisors are
perceived to be salesmen, so there is an opportunity for accountants to raise the bar as the
trusted advisor. With the right business model (fee for service, not commission) and use of
ﬁnancial technologies, there is much potential to specialise in this space.

TECHNOLOGY INNOVATION
Like it or not, technology is here to stay and cloud technology is one of the key
technological innovations in this decade. The proliferation of smart devices has also
catalysed the usage of mobile applications. Accountants have to move fast to adapt or face
being obsolete.
Technology is not just about driving eﬃciency and reducing costs; practitioners can also
leverage it to deliver better service to clients, and attract/retain key employees.
Figure 1 shows the diﬀerent systems that a progressive accounting ﬁrm should ideally
have, from the most basic to the more advanced technologies.

At the basic level, all practitioners should adopt practice management systems that include
timesheet management, customer relationship management (CRM), resource allocation
and management reporting to keep track of job proﬁtability and reduce manual
administrative procedures. Traditionally, timesheets and practice management were
plagued by laborious data entry. In fact, many auditors ﬁnd time-tracking a daunting task.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5431
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You can put these days behind you by tapping on tools that enable you to use your mobile
phone to clock-in and clock-out.
Next, accounting ﬁrms should have systems to help with their workﬂow. For audit ﬁrms, the
most basic workﬂow system required is an audit software to help automate certain audit
processes such as input of trial balances, creation of work paper, computation of ﬁnancial
ratios, posting of audit adjustments, execution of planned procedures, and tracking the
status of engagement.
By adopting an audit software, ﬁrms can enjoy time eﬃciency of between 20% and 30%,
after the ﬁrst year of usage. In Singapore’s costly labour market, productivity eﬃciency can
translate to cost savings for an audit ﬁrm. Staﬀ can also be re-deployed to handle other
higher-value work amid the manpower crunch. By moving to a paperless environment,
practices no longer need to store physical ﬁles (saves on rental too), and coupled with a
powerful document management system, lost ﬁles will be history and ﬁle retrieval can be
done in seconds.

By adopting an audit software, ﬁrms can enjoy time eﬃciency of between
20% and 30%, after the ﬁrst year of usage. In Singapore’s costly labour
market, productivity eﬃciency can translate to cost savings for an audit
ﬁrm.

In the drive to digitalise a practice, progressive ﬁrms are now utilising digital signature
software that enables you to personally sign documents or send documents to clients to
sign from a web browser or mobile device. This process eliminates the need to sign on
physical copies and signiﬁcantly streamlines processes like executing engagement letters,
company secretarial resolutions, etc.
In an increasingly complex business world, predictive data analytics can generate insights,
improve internal controls and develop strategic growth strategies for businesses. Such
systems can supply knowledge about customer segmentation, derive reliable business
forecasts from client data and external data sources, and identify risk areas for the
monitoring of controls, thus leading practitioners to richer conversations with their clients.
To date, the use of data analytics is not prevalent among practices in Singapore. This means
that ﬁrst movers have the potential to gain a competitive advantage if they jump on the
analytics bandwagon.
As a practitioner, how many of such systems have you adopted for your ﬁrm? How do you
envision the future of your practice?

PROCESS INNOVATION
One of the biggest drawbacks for a start-up is working capital. Traditionally, accountants
carry out engagements over a period of time, and are owed fees in excess of 100 days –
that is a lot of cash tied up. Some accountants feel that they will lose their clients if they do
not oﬀer good terms. Be process innovative so that you can set your own terms and create
your own collection policies – this is vital to the health of your growing practice.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5431
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In recent years, there has been an emerging trend to oﬀshore a portion of work to a lowercost country. In addition to cost-cutting, the oﬀshore unit helps to port repetitive and
mundane tasks out to the backend oﬃce, allowing the teams in Singapore to perform
higher value-added work and improve client servicing.
It may be resource-intensive for a small ﬁrm to oﬀshore certain types of work. Sole
practitioners can explore a shared service model instead of investing in, and setting up,
your own backend oﬃces.

BRANDING AND MARKETING
Traditionally, branding and marketing an audit practice has never been on the agenda. It is
time to move on as every great business in the world needs marketing – and accounting
should not be an exception.
What is marketing? In simple terms, marketing has two primary functions – to attract the
new clients that you desire, and to keep these clients coming back year after year.
When it comes to marketing, start-ups and established practices will have diﬀerent
strategies (Table 1). Start-ups need new clients. Established SMPs have a client base but
need strategies to weed out unproﬁtable clients and jobs, and strategies to cross-sell and
upsell other services.
With around 700 accounting ﬁrms in Singapore, what makes your ﬁrm diﬀerent? This is a
very important consideration, and the ﬁrst step is for an SMP to create a brand and unique
corporate image.
Once you have decided on your brand and image, the centre piece of a ﬁrm’s marketing
function is the CRM system. Your CRM system should be regularly updated and integrated
with your accounting software, practice management and other systems, and ideally be
stored in the cloud.
Today, building a digital marketing strategy is vital, and it is not expensive. Many of these
tools, such as WordPress, are free. Make use of these tools to support your marketing
eﬀorts.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5431
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REGIONALISATION
The world is getting smaller. In the past, globalisation was the realm of large multinational
corporations. This is no longer the case. Cheaper travel, free trade and the Internet have all
brought internationalisation to the doorstep of SMEs and SMPs.
Cloud technology and internationalisation are a match made in heaven. The ability to run a
business and collaborate with anyone, from anywhere, at any time, is now an aﬀordable
strategy for any business.
Besides managing the bottom line, SMPs should also consider driving top-line growth from
generating more non-domestic work by setting up joint ventures, establishing overseas
oﬃces and/or forming networks and aﬃliations with overseas SMPs.
As the ASEAN Economic Community evolves and draws investments into the region,
professional services such as corporate ﬁnance, mergers and acquisitions, ﬁnancial due
diligence, and valuation are increasing in demand. As most SMEs are served by SMPs, the
internationalisation of local SMEs into the region would also increase the demand for
professional services provided by SMPs. SMPs should build technical expertise to tap into
these regional opportunities.

CONCLUSION
Audit exemption is a reality for the vast majority of SMEs in developed economies, and
accountants are expected to play a diﬀerent role. Practitioners should be asking the same
question as any other business owner looking for success. What services should I be
oﬀering my clients? What is my value proposition? What are my clients’ expectations of me?
Practitioners should reﬂect and think deeper about the future. Do not “wait and see”
anymore; start work on your strategic vision and marketing plan, and operationalise
through improved processes and systems today.
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Joelle Loy is Manager, SMP Development, ISCA, and Marc Bruce is Founder and CEO, TNG
Global.
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FOR THE BETTER
At 33, Kevin Kwok became one of the youngest partners at EY (Ernst & Young) LLP’s
Singapore oﬃce. It had taken him just nine years with the ﬁrm in Singapore to be made
Partner – a track that reportedly could take up to 15 years.

By any count, his career at the Big Four accountancy ﬁrm has been a distinguished one,
with a list of accomplishments that includes audits as well as public listings for some of
Singapore’s largest listed companies and MNCs, among them Hewlett Packard, NOL and
Singapore Airlines.
When he retired in 2012 after a total of 35 years with EY (both in the United Kingdom and
Singapore), he was a Senior Partner, heading Assurance and Advisory Business Services for
Singapore and ASEAN. “I had great clients and did interesting work, so I’m happy that I
actually spent my entire working life with EY,” says the 60-year-old. “I wanted to make an
impact and prove that I could be something in the profession. I wanted to become a
partner in a leading ﬁrm – and I became one.”

“To be an accountant, you would need a great deal of intellect, incisive
rationalisation, the ability to look through an issue and get at its guts, and to
be innovative in ﬁnding solutions to problems.”

But Mr Kwok’s impact goes beyond that, not least because he was – and remains –
committed to bettering the profession from both within and outside the ﬁrm. A Fellow of
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5246
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the Institute of Singapore Chartered Accountants (ISCA), he served on various committees,
including for Accounting Standards and Accreditation. In 2007, he was recognised for his
contributions to the profession with the Silver Medal Award from the then-Institute of
Certiﬁed Public Accountants of Singapore (now known as ISCA).
Retiring four years ago hasn’t stopped Mr Kwok from maintaining a strong professional
presence. Following his retirement, he now sits on various boards, and he is also a Fellow
and Governing Council Member of the Singapore Institute of Directors. In late 2015, he was
appointed Chairman of the Singapore Accounting Standards Council (ASC).
It is certainly a long way to have come for a math-averse teenager who had no childhood
dreams of becoming an accountant. As Mr Kwok puts it, “Actually, I thought I would be a
doctor.”

MOTHER KNOWS BEST
The way Mr Kwok tells it, his early ambitions fell by the wayside due to “portfolio
diversiﬁcation” on the part of his practical civil servant mother. “She said, ‘Your elder
brother is already studying to be a doctor. You can be an engineer or an accountant.’ I
wasn’t terribly keen to do either, but as fate decreed, my results weren’t quite good enough
for Medicine. So oﬀ I went to the UK to become a Chartered Accountant,” he recalls.
Even then, the young Kevin Kwok, who was born and brought up in Malaysia, was already
thinking like an accountant. He chose to go to Sheﬃeld and not London because the cost of
living there was 30% lower than in the capital city. He arrived in London in the middle of the
night on a low-cost chartered ﬂight, and waited until daybreak when the trains started
running to get into Sheﬃeld.
As it turned out, his mother had made a good call – Mr Kwok graduated from the University
of Sheﬃeld in 1977 with a Bachelor of Arts degree (Upper Second Class Honours), with dual
honours in Economics, and Accounting and Financial Management. It was also there that he
met his wife.
Soon after graduating, he was excited to land a position at Turquands Barton & Mayhew (as
EY was known in its earliest days), in London, as an articled clerk (a trainee). His nights were
spent studying to qualify as a Chartered Accountant.
“To be an accountant, you would need a good intellect, incisive analytical skills, the ability
to look through an issue and get at its guts, and be innovative in ﬁnding solutions to
problems,” says Mr Kwok.
But the action at work in London was a little slower at the start than the young Mr Kwok
had imagined it would be. “I was making coﬀee and tea for the audit team, and at
lunchtime, I went for sandwiches. I carried the ledgers and did all the basic ticking to make
sure things added up. Then, when photocopiers became commonplace, I was the
photocopy king,” he recalls.
In 1980, he ﬁnally qualiﬁed as a Chartered Accountant, becoming a member of the Institute
of Chartered Accountants in England and Wales. “Work started to make sense – and
younger people arrived to make the tea,” Mr Kwok says with a laugh. Nonetheless, he is
very appreciative of all the people who have befriended, taught, counselled and mentored
him in his career – especially the ones who brought the coﬀee in the morning!

THE SINGAPORE CHAPTER
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THE SINGAPORE CHAPTER
In 1981, Mr Kwok left the UK and joined EY (then known as Ernst & Whinney) in Singapore,
doing a daily commute from Johor Bahru before he moved to Singapore three years later.
Having studied accounting standards until he could repeat them verbatim, and being wellspoken with good interpersonal skills helped his career climb even further. Conversant in
computer audits from his experience in London, Mr Kwok helped to establish the ﬁrm’s IT
Audit unit. He chalked up experience in audits, mergers and acquisitions, public listings and
other capital-raising activities, across various industries. He became EY’s Technical Partner
and also held various other roles in the ﬁrm before becoming the Head of Assurance and
Advisory Business Services.
Mr Kwok, who became a Singaporean in 2006, continues to ﬁnd applications for his training
in his post-retirement roles. “I wear a few hats, and my training as a professional
accountant is relevant to all of them. As an independent non-executive director and board
member, my training helps me to more quickly understand how businesses and
transactions work… and I really appreciate the importance of ﬁnancial literacy as a board
member. Being a member of the ASC allows me to keep pace with the continuouslychanging accounting environment,” he explains.
If he could have his way, he would ensure that every Chief Financial Oﬃcer in companies
where he serves as a director is a Chartered Accountant. “I would know that I could rely on
him or her because he or she would have the relevant ﬁnancial skills, competence and
integrity,” says Mr Kwok.
Having that assurance is especially critical in these exciting and challenging times. “There
are so many complex and virtual transactions and the world is a lot more borderless, with
vast amounts of money moved at the click of a button,” he notes. It demands constant
improvement in corporate governance and accounting practices, which is why Mr Kwok has
rallied behind the need for Continuing Professional Education (CPE) through ISCA and, at
the board level, improved ﬁnancial literacy and the appreciation of new and changing risks
and opportunities.

UPKEEPING AND SAFEGUARDING STANDARDS
Mr Kwok has also made it a priority to ensure that the ASC helps Singapore’s speciﬁc
interests ﬁnd voice at the international level, particularly when Singapore’s accounting
standards are substantially word-for-word as the International Accounting Standards Board
(IASB)’s International Financial Reporting Standards (IFRS).
Singapore has aligned its accounting standards with the IFRS for 15 years and by 2018 will
achieve full convergence with the IFRS for the domestic companies in its capital market.
The IFRS are used in more than 100 jurisdictions globally.
As a global ﬁnancial centre, it is important that Singapore “speaks the same language” as
other ﬁnancial hubs like London, Frankfurt, Hong Kong and Tokyo, Mr Kwok explains. A
common language also promotes the inﬂow of international capital and lowers the cost of
cross-border transactions. But just as important is ensuring that Singapore’s interests – and
the “nuances” experienced in our economic environment – receive consideration at the
international level, and that the international standards remain “ﬁt for purpose”. He cites
the example of Singapore’s real estate industry beneﬁting from the improved accounting
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5246
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under the new revenue recognition standard to better reﬂect the economics of business
transactions. The ASC worked with Singapore stakeholders to make a credible case for
change to the IASB. It is one example of how the ASC drives standard-setting to ensure that
accounting standards remain relevant, through greater stakeholder engagement and active
participation in international accounting standard-setting.
“The world is changing rapidly, and the changes in business modalities, economics and
international ﬁnance are very demanding. As standard-setters, we need all our
stakeholders to be more engaged, and in a more substantive way. Accounting standardsetting cannot take place in a vacuum,” says Mr Kwok.

“The world is changing rapidly and is very demanding, so as standardsetters, we need all our stakeholders to be more involved earlier, and in a
more substantive way. Accounting standard-setting does not take place in a
vacuum.”
A HEART FOR CHANGE
On the personal side, perhaps the shakiest point of Mr Kwok’s life came in 2011 – towards
the end of his time with EY – when he suﬀered heart failure and was told he had a rare
congenital heart defect. “The doctors were amazed that I had survived until then. I should
have been a ‘blue baby’, they said. I needed a major operation to restructure the heart, and
I now have to wear a pacemaker… but I thank God I’m alive!” he discloses.
That health episode prompted Mr Kwok to really think about what he wanted out of his
retirement, guiding him to positions where he felt he could make a meaningful impact. “I
wanted to only be on boards where I could usefully contribute while doing something I
enjoyed,” he says.
As he looks back on his career, Mr Kwok concedes, “On hindsight, Mother did know best.”
However, he adds that he did not have the same level of inﬂuence on his children. He had
convinced only his elder son, 31, to study Accountancy, and the younger Kwok obtained his
degree from the University of Western Australia in Perth. His other two younger children
read Law – his younger son, 26, studied at King’s College in London, while his daughter, 22,
went to the University of Warwick.
When he is not in a boardroom or at another meeting, Mr Kwok plays golf, practises taiji,
reads widely (“almost every subject except romance”), or goes on the food trail for the best
roast pork and roast duck in town. He sings occasionally in the “Evergreens” choir at his
church, where he says, his singing skill is often better appreciated than at home. He loves
to write, often shooting oﬀ lengthy emails to friends and family.
“My career has been very rewarding. I have no regrets in pursuing a career in
Accountancy… although I sometimes wonder if I could still take up Medicine. Maybe I could
do Traditional Chinese Medicine,” he says, laughingly.
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BEST CFO AWARD 2016
HONOURING EXCELLENCE

The “Best Chief Financial Oﬃcer Award”, an award of the Singapore Corporate Awards,
recognises CFOs who play a key role in supporting, advocating and promoting good
corporate governance, disclosure and transparency. This year, ISCA members made a clean
sweep of the Best CFO Award in all three market capitalisation segments (large-, mid- and
small-cap). They are Anthony Mallek, CFO of Singapore Press Holdings; Loh Kai Keong,
Executive Director and Group CFO of Boustead Singapore, and Tan Kah Ghee, CFO of Keong
Hong Holdings, respectively.

The award-winning CFOs are recognisd for being exemplary role models in corporate
ﬁnancial disclosure – they go beyond regulatory ﬁnancial requirements and play a big part
in creating long-term shareholder value. They also help their companies to navigate change
and advise on strategic direction, and are eﬀective leaders for the ﬁnance and accounting
function. In addition, evaluation criteria for the Awards took in their track records and
accomplishments, as well as personal and professional qualities, knowledge and
experience.
What is the secret of the awardees’ success? Find out in the following pages as Mr Mallek,
Mr Loh and Mr Tan talk to IS Chartered Accountant journal about their inspirations and
motivations.
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SINGAPORE CORPORATE AWARDS

The Singapore Corporate Awards was launched in September 2005 as the umbrella awards
for exemplary corporate governance practices for listed companies in Singapore. It seeks to
consolidate existing awards – including the “Best Annual Report Award” that was ﬁrst
introduced in 1974, and the “Best Managed Board Award” launched in 2003 – while
introducing new awards in the area of excellent corporate governance. The Singapore
Corporate Awards 2016 comprises ﬁve main awards:

+
+
+
+
+

Best Annual Report
Best Investor Relations
Best Chief Financial Oﬃcer
Best Chief Executive Oﬃcer
Best Managed Board
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GIVING BACK THROUGH SERVICE
Ask Anthony Mallek, FCA (Singapore), how he balances a tight work schedule and his family
life with the demands that come with his commitments to various ISCA committees, and he
will assure you that it is no hardship. In fact, Mr Mallek will have you know that it is not a
one-way street of him expending time and eﬀort. Being in such committees, he says, gives
him “tremendous opportunity” to address the issues he faces at work. Interactions with
“experts with extensive knowledge and rich experience” – his reference to fellow committee
members – means he can leverage their insights into problem-solving to help him “lighten”
his workload. Mr Mallek, 62, is the recipient of the Best CFO Award (large-cap category).
An elected ISCA Council member, Mr Mallek sits on the Institute’s CFO Committee,
Corporate Governance Committee, and Ethics Committee, on a voluntary basis. “I am
privileged to serve, and hope that they (other committee members) ﬁnd my CFO view of
use,” says the CFO of Singapore Press Holdings (SPH). Oﬀering his knowledge and sharing
his experience is his way of “giving back”.

MENTORING ASPIRING CFOS
As a young accountant working in the United Kingdom in the late 1970s, Mr Mallek’s ﬁrst
visit to the professional accountancy body was an experience. In fact, he considers it “an
eye-opener” when he realised the extent of the resources available to members. From
library materials to develop an accountant’s professional expertise to networking
opportunities, events that peers and seniors would attend, and discussions on topics
“destined to revolutionise the accounting profession”, the resources impressed Mr Mallek
enough to declare now that, if he were to start his career again, he would be “more diligent”
in exploring how membership with a professional body could support him at diﬀerent
stages of his career.

The CFO Committee provides a platform to help CFOs remain relevant and
prepare aspirants for the role, and provides feedback on relevant guidelines
or promulgations in Singapore. Additionally, it addresses the professional
needs of non-practising accountants – who we commonly term Professional
Accountants in Business.” LEE WAI FAI, Chairman, ISCA’s CFO Committee

With that hindsight, he is looking to help accountants in Singapore beneﬁt from the
valuable resources at ISCA – such as the new ISCA-SCFOI (Singapore CFO Institute)
Mentoring Programme. The Mentoring Programme, designed to groom aspiring CFOs,
completed its ﬁrst six-month run in October 2016. It oﬀers aspiring CFOs opportunities to
learn and gain advice from mentors in the business and ﬁnance community. It is headed by
ISCA’s CFO Committee, which has roped in many volunteer mentors from diverse
industries.
“The obvious advantage (of the Mentoring Programme) is for a young accountant to learn
from the wisdom and experience of an established CFO, and such guidance would give a
boost to their skills development and problem-solving abilities,” says Mr Mallek, a mentor
himself.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5364
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Besides the satisfaction of helping others attain their potential, there is the “added
attraction of mutual mentoring”, he explains. Living in a “disruptive age”, millennials are
well-placed to share their take on the digital economy, and Mr Mallek believes that there is
a lot that a “digital native can share beyond Snapchat and Pokemon Go”. Reinforcing the
inﬁnite possibilities of the Mentoring Programme, he says, “Who knows, today’s mentee
could be tomorrow’s start-up CEO, inviting you to join the board of directors.”

CORPORATE GOVERNANCE KEEPS A CFO “SAFE”
Recent high-proﬁle ﬁnancial scandals have cast the spotlight on lapses in corporate
governance, resulting in a rash of new regulations and guidances from the authorities.
While corporate governance is generally regarded as the domain of the board of directors,
Mr Mallek’s view is that corporate governance standards help to establish the ethics culture
in an organisation. Abiding by these standards “keeps a CFO safe”, he says. To this end, the
Institute’s Corporate Governance Committee is working hard to raise awareness of
corporate governance issues, as well as providing ISCA members with timely updates on
relevant policies and standards.

“The ISCA Corporate Governance Committee champions corporate
governance to promote transparency and accountability in the conduct of
business. The Committee promotes thought leadership and knowledge
which can be applied by the accountancy profession on corporate
governance in Singapore.” HO TUCK CHUEN, Chairman, ISCA’s Corporate
Governance Committee

Corporate governance is especially important for professional accountants in business
(PAIBs), who make up the majority of ISCA’s membership. Knowing what good corporate
governance is, and playing a part in setting up the structures that sustain corporate
governance, will also distinguish promising PAIBs.
ISCA has embarked on various governance-related research studies under the oversight of
the Corporate Governance Committee. One study examines the risk governance disclosure
of listed companies, providing insights on board risk governance, risk management
capabilities and structures, risk management practices, internal audit and fraud risk
management.
Another study aims to provide an understanding of where Audit Committees in Singapore
currently stand, audit areas that need improvement, as well as the challenges that Audit
Committees face. The ﬁndings will help ISCA to plug the gaps with the right initiatives.
A third study examines the structure of boards and their composition, directors’ tenure,
remuneration, meeting attendance, gender diversity and multiple directorships. It also
documents compliance with key aspects of the Singapore Code of Corporate Governance
2012 with regard to relevant areas concerning directors. “Hopefully, these insights will help
raise the bar on corporate governance,” says Mr Mallek.

“I AGREE TO ABIDE BY…”
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5364
In September 2016, at the biannual ISCA

New Members’ Night, the award-winning CFO

4/5

08/11/2016

ANTHONY MALLEK, CFO, SINGAPORE PRESS HOLDINGS

In September 2016, at the biannual ISCA New Members’ Night, the award-winning CFO
joined more than 200 members including life members, FCAs and newly-qualiﬁed
accountants to recite the ISCA Oath. Not many institutes observe the swearing of an oath
of duty, and Mr Mallek believes this practice will go towards elevating the industry’s level of
professionalism. For new members, taking the oath marks the beginning of a lifelong
journey to continually uphold the fundamental ethical principles and act in the public
interest.

“The Ethics Committee aims to enhance public trust and conﬁdence in our
profession in Singapore. This is achieved by aligning ISCA’s Code of Ethics
with international best practices and promoting its acceptance.” KWOK WUI
SAN, Chairman, ISCA’s Ethics Committee

In the area of ethics, an upcoming challenging development for the profession revolves
around the non-compliance with laws and regulations (NOCLAR), says Mr Mallek. NOCLAR
is a framework that places the onus on accountants to act in the public interest. He cites
the example of a PAIB who becomes aware of an illegal act at work. Should he take the side
of the employer or should he report it? What are the ramiﬁcations should the PAIB
whistleblow? What would befall him if he doesn’t? The dilemma is real and “this gripping
cliﬀ-hanger will be addressed by ISCA’s Ethics Committee”, he assures.
For someone for whom “accountancy just happened”, there is a lot on Mr Mallek’s
professional plate. But the journey has been rewarding, and he is well-positioned to say to
young accountants at the cusp of their career to “never give up”.
Career highlights
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EMBRACING DISRUPTION
“Disruptive” may be the buzzword of the day but for Loh Kai Keong, CA (Singapore), it has
always been a way to work. As the Executive Director and Group CFO of Boustead
Singapore says, “Every profession should be receptive to changes brought about by
disruptive innovations. The earlier the adoption, the more relevant that person will be to
his profession.” And he speaks from experience. The winner of the Best CFO Award (midcap category), Mr Loh, 63, has been at the forefront of each wave of disruptive technology,
and was integral in its adoption by the organisations he was then in.
From Apple’s VisiCalc – the ﬁrst spreadsheet software programme introduced in 1979 – to
IBM compatibles about ﬁve years later; from Paciﬁc Internet – the ﬁrst pure Internet service
provider in Singapore in the early 1990s – to Internet data centres in 2000, each time, Mr
Loh had embraced the innovations in order to, he says, “outclass the competition”. As early
as 1993, when the Worldwide Web was still in its infancy, he had pushed for the use of
electronic mail for its near-instant speed of communication. He was then with Highsonic
Enterprises, the holding company for Myanmar Airways International – the national airline
of Myanmar – and helping to run it. “An airline company must act fast; telex was just too
slow,” he explains.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5371
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Accountants, in their role as risk-keepers, often tend towards the conservative. Mr Loh
deﬁes the stereotype with his belief that “CFOs should embrace disruptive technologies
and participate in evaluations of the impact of such technologies”. By engaging rather than
shunning interactions with such technologies, CFOs, he explains, “will be better positioned
to assist their CEOs to cut out technology-enabled competition”.
When Mr Loh joined Boustead in 1999, he brought his technology “bias” to the global
service provider of infrastructure-related engineering services, real estate and geo-spatial
solutions. It was a view that has served him well for the last 25 years, and continues to do
so.

TECHNOLOGY AT WORK
Boustead has been able to “ride on new technologies such as cloud computing to launch
GIS (geographic information systems) web services, which provides faster access to the
conduit for shared data,” says Mr Loh. As the company’s customers have ready access to a
repository of good data and timely updates even though they are located around the world,
the new business model raises the success rate of renewal for Boustead’s maintenance
contracts. The company delivers GIS and location intelligence solutions to markets
including Australia, Bangladesh, Brunei, Indonesia, Malaysia, Singapore and Timor-Leste. By
combining software with cutting-edge web-based technologies, it is able to provide highend solutions and applications to its customers.
Besides outpacing the competition, technology adoption is a response to tight margins. The
company uses automation to streamline the way projects are carried out – “not just within
the design and engineering phase, but in construction and fabrication as well,” says Mr Loh.
Among the ways to cut costs, BIM (building information modelling) systems are used to
automate much of the work in design and engineering, and to supply critical information to
workers located at the construction site itself. Workers can also share information across
the project sites, and send the information to the headquarters.
In contract engineering, where all costs, including the cost of risks and quotations from
contractors, have to be assembled upfront, technology has proven its eﬃciency. “(A
company can) simulate the construction of anything before the project begins,” says Mr
Loh. In this way, it is able to pre-empt problems before they arise and thus reduce potential
rectiﬁcation costs. The award-winning CFO is aware of this technology, though Boustead
has not yet used it. Technology also provides a good platform to structure costing capability
to ensure faster turnaround in budgeting and tendering of bids as it empowers the
contractors to quote and carry out proper budgetary controls.
Deploying innovative technologies can bring enormous beneﬁt including gaining a
competitive advantage, improving eﬃciency and ultimately driving business and growth,
but it can also heighten the risk of cyber security. To address them, Mr Loh says Boustead
transfers the data risks to the service providers, who invariably have very robust cyber
security measures. “This permits us to enjoy the advantage of continuity,” he explains.
However, rather than adopting technologies blindly, there is a need to “focus on ﬁguring
out how to exploit newer breakthroughs to distinguish us from the competition,” he
explains. On his radar are advanced construction techniques such as standardisation and
modularisation, which have been pioneered in industries including oﬀshore oil and gas
construction, aerospace and defence.

ATTRIBUTES OF A GOOD CFO
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ATTRIBUTES OF A GOOD CFO
Having the requisite knowledge and skill sets are a given in any profession. It is Mr Loh’s
steadfast belief that a good CFO “must absolutely uphold personal honesty and be
committed to the highest professional integrity”. He must also ensure “unwavering
compliance with laws, regulations and best practices in corporate governance”.
To support the CEO, the CFO must align his career philosophy to that of the CEO’s. This
means understanding his business philosophies, commercial rationales and initiatives, and
providing proactive advice on critical and relevant accounting issues – all the while
maintaining professionalism. As not all CEOs tend to be ﬁnance-savvy, the CFO must not be
afraid to speak up and highlight lapses in governance so that the CEO can make better
decisions. As a risk-keeper, it is Mr Loh’s view that a CFO’s role would also involve “risksensitive analyses and a contingent safety net to mitigate risks that are assumed, if the
risks are beyond the company’s risk tolerance”.
Increasingly, CFOs are expected to adapt themselves to new needs of managing liquidity
and to non-ﬁnancial roles such as directing ERM, sustainability reporting and the
impending integrated reporting requirements. Hence, there will be new challenges for CFOs
to equip themselves with new skill sets. To keep up, Mr Loh turns to ISCA’s CPE
programmes and industry events. He also attends seminars conducted by the Chartered
Institute of Secretaries, where he is an Associate.
Interestingly, Mr Loh did not set out to be an accountant. As a child, he was always
tinkering with things and was fascinated by how things worked, so he wanted to study
Electrical Engineering and “become an inventor”. This plan was thwarted when his father
lost his job before the younger Loh entered the then-University of Singapore. So Mr Loh
switched to Accountancy, a course he felt would ensure his “employability and job mobility”
due to its cross-disciplinary nature. It was a decision that would pave the way for Mr Loh’s
successful career.
Career highlights
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DRIVEN BY DIVERSITY
Doing what it takes to get a project oﬀ the ground and delivered is all part of a day’s work
for Tan Kah Ghee, FCA (Singapore). But in his case as CFO of Keong Hong Holdings Limited
(Keong Hong), you could say it’s all part of a diverse day’s work.
After a deal is sealed is when the leg work starts for Mr Tan. As he puts it, “I am involved
from planning the feasibility studies to the raising of capital. And if it’s an overseas project,
I need to familiarise myself with the legal, business and tax regulations as well as all other
related matters.”
Unlike bigger companies where there are more resources and staﬀ specialisation, at Keong
Hong, “everyone wears a few hats”, he explains. But it is a situation that Mr Tan, the
recipient of the Best CFO Award (small-cap category), relishes. He considers the ability to
take on diﬀerent responsibilities – in addition to ﬁnance and accounting functions – an
essential trait of a good CFO.

DOING MORE
Mr Tan developed a keen interest in business law and ﬁnance when he was studying for his
Accountancy degree at the National University of Singapore. After graduation, he was an
auditor for three years before he decided to expand his horizons and pursue his interests
in business and ﬁnance. He became a professional accountant in business as he thought it
would “open doors to a variety of work”. And it did. “I have worked with the Virgin Group’s
entertainment and media arm, and also with hairstylist Shunji Matsuo. And at a listed steel
stockist company, I dealt mostly with steel plates,” he says.
In 2012, Mr Tan joined Keong Hong as its CFO. In addition to the ﬁnance function, he is
actively involved in the day-to-day management of the company’s projects. Keong Hong is a
provider of a broad range of building construction services to the private and public sectors
for residential, commercial, industrial and institutional projects. This year, one of Mr Tan’s
more signiﬁcant career highlights was the transfer of the company’s listing from Catalist to
the Mainboard of the Singapore Exchange on 2 August 2016.
In recent years, as the company expanded its core business to include hotel and property
development and investment both locally and overseas, Mr Tan’s plate has been quickly
ﬁlling up with contracts and projects. This is in addition to staying on top of the rapid and
numerous changes to professional accounting standards as well as those in the business
and regulatory environment. Not that the 50-year-old minds. By his own admission, work is
his “passion”, especially business development and corporate ﬁnance.
He travels regularly to countries like Australia, Japan, the Maldives and Vietnam to oversee
the company’s projects and to seek business opportunities, but he often does so over the
weekends to minimise disruption to his work week in Singapore.

NEW TECHNOLOGIES
According to Mr Tan, disruptive technology – in its original deﬁnition as an innovation that
will eventually disrupt established market leading ﬁrms, products and alliances – does not
yet have much impact on the building and construction industry in Singapore. Although
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5374
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PPVI (prefabricated pre-ﬁnished volumetric construction) has been touted to be a gamechanger, in his opinion, it is “not disruptive enough” for the market as there is “no mass
volume application”.
In PPVI, complete ﬂats or modules made of multiple units that come with internal ﬁnishes,
ﬁxtures and ﬁttings, are manufactured in factories and then transported to a site for
installation in a Lego-like manner. In terms of regulatory clearance, PPVI has already
obtained in-principle acceptance from all the technical agencies for use in Singapore. But
the model works better for buildings of a uniform or standard design, whereas in
Singapore, most buildings tend to have unique designs. Also, as the logistics of moving
such modules would pose a huge challenge, PPVI has not been widely adopted by the
industry, explains Mr Tan.
This is unlike BMI (building information modelling), which was introduced in 2010. “BMI has
transformed the industry with its 3D (three-dimensional) images, which are more eﬀective
than the previously hand-drawn, 2D images,” he says.
And while technology has not “disrupted” the ﬁnance function, it has improved some
aspects of it – such as automating some functions and integrating business processes.
Cloud computing will be an area worth exploring as it will reduce infrastructural/system
investment and maintenance costs, and provide easy access to shared information by staﬀ
who are oﬀ-site or overseas, enhancing staﬀ ﬂexibility and mobility.

ATTRIBUTES OF A GOOD CFO
On what makes a good CFO, Mr Tan is of the view that “solid experience and the ability to
keep up with relevant changes” are essential. As the business, legal and regulatory
environment becomes increasingly complex, a CFO must have the competencies to respond
to the dynamic environment and be able to address risk factors that arise.
“Adaptability is also very important,” he adds. “The CFO must be on top of market changes
and regulations, and be ready to respond to the growing demand of the management,
stakeholders and shareholders”. With the new Singapore Exchange requirement for all
listed companies to publish a sustainability report from the ﬁnancial year ending on or
after 31 December 2017, a CFO and his team are now expected to drive sustainability
reporting and be an integral part of their company’s corporate social responsibility eﬀorts.
Doing work overseas presents a diﬀerent set of challenges. Professionally, the CFO must be
“very well-versed in the legal and tax structures of that country, its political and economic
risks, and the investment prospects”, advises Mr Tan. Also in a CFO’s job scope would be
considerations for the diﬀerent funding options for the company’s overseas expansion, and
how to optimise the capital structure in relation to cash ﬂow and risk management, among
other issues.
At the senior level – and it is not just limited to the CFO – soft skills are “as equally
important” as professional domain knowledge. “You deal with a spectrum of people, so you
must have excellent people and negotiation skills,” he explains.
To keep up with industry and professional developments, Mr Tan turns to ISCA’s continuing
professional education programmes and seminars, trade and industry events, and his own
reading.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5374
Mr Tan credits his Accountancy training

for a fulﬁlling career. “I enjoy looking at things from4/5

08/11/2016

TAN KAH GHEE, CFO, KEONG HONG HOLDINGS LIMITED

Mr Tan credits his Accountancy training for a fulﬁlling career. “I enjoy looking at things from
diﬀerent angles to ﬁnd the best way forward – and I get to do this every day,” he says, with
a contented smile.
Career highlights
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ACCOUNTING DISRUPTED (PART 1)

BY

MIKKEL LARSEN

IMPACT OF FINTECH ON THE BANKING INDUSTRY
Accountants in the banking industry have been hearing this for a while – ﬁnancial
technologies (Fintech)1 will make banks obsolete and robots will do accountants’ work. Is
this real and how should accountants prepare themselves to stay relevant?
As always, it depends on how banks and their accountants respond to the challenge. The
operating environment is constantly changing and those that adapt will prosper. For sure
though, Fintech – which essentially is just software used to provide ﬁnancial services – is
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5251
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impacting banks and their accountants through changes in business models and oﬀers of
tools that can make accountants more eﬃcient. On the one hand, it oﬀers opportunity to
remove menial work; on the other, it can feel threatening. One thing is certain – it cannot
be ignored.

… accountants must look to technology to become more eﬃcient and oﬀer
new services. They are part of a value chain stretching from the customer
interface to the back-end process.

In this ﬁrst of a series of three articles, I will introduce emerging Fintech that will most
signiﬁcantly impact accountants. The next article will explore what accountants can do to
get ourselves future-ready. In the third article, I will discuss one of the most debated
Fintech – blockchain.
In a study conducted by Oxford University in 2013, 47% of US jobs are at risk of becoming
obsolete, and banking and accounting jobs rank high on the list (Figure 1). While the
premise for the conclusions has since been challenged, the implications are worth taking
note of.

RISE OF FINTECH
Banks see Fintech as a response to changes in customer behaviour. By 2014, there were 5.2
billion mobile users globally (73% of total world population)2, and many of these users are
transacting all kinds of services online. As they move to banking online and on-the-go, they
look for solutions that are cheap, fast and relevant (tailored). In a recent PwC study, 75%
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5251
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of ﬁnancial institutions surveyed believed that meeting new customer demands has the
largest impact on their business as a result of Fintech (Figure 2).

It is not a given that banks are best placed to deliver these services. Bill Gates famously
said, “We need banking but we don’t need banks anymore.” Similar to how companies like
Uber and Airbnb are able to capture and own customer relationships and interface without
actually owning the assets used to deliver the services, “disruptors” like Alibaba and Google
are able to capture segments of the banking industry without the need for banking licences
or funding that banks require. And the potential is large. As an indication, a proﬁt pool of
about US$1 trillion in banking is up for grabs. It is therefore no surprise that McKinsey
recently concluded that nearly US$23 billion of venture capital growth equity has been
deployed to Fintech over the past ﬁve years, and this number is growing quickly. Against
such a backdrop, Robert Half articulated the implications succinctly, “The challenge to
banks and ﬁnancial institutions is to ensure they do not lose their customers to new ﬁrms
oﬀering easier, cheaper or more intuitive ways to compare and acquire the ﬁnancial
services they need.”
Accountants are impacted through both a change in business model and the related
change in how data is captured and used. More directly, accountants must look to
technology to become more eﬃcient and oﬀer new services. They are part of a value chain
stretching from the customer interface to the back-end process. An ineﬃcient ﬁnance
function can cause a bank to become uncompetitive. Bain & Company concluded that
banks can only handle 7% of transactions digitally front to back, and support functions are
most often the culprit of the problem.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5251
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This way of thinking – where we as accountants can in fact inﬂuence the ability to generate
revenue – is not conventional among accountants, who often consider themselves more as
part of a compliance function. The reality is, compliance functions do not exist for their
own sakes. Figure 3 aims to capture those Fintech and trends that are most likely to impact
accountants. These are diﬀerentiated by those driven by a changed macro/business
environment, and technologies that ﬁnance functions can use to become more eﬃcient.

Let’s consider how each of these technologies will impact accountants and CFOs in banks
(Table 1). Similar considerations may apply to other industries.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5251
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COMING UP NEXT…
Technology impacts not just the banking industry. It is pervasive across businesses where a
critical part of our interactions and transactions can take place digitally. As accountants,
this leaves questions such as:

+
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How do we understand the implications on our proﬁt/loss from new business models?
How do we ensure the security of the data?
How do we process data faster and cheaper?
How do we provide relevant analytics to the business?
How do we speed up the reporting cycle while retaining integrity?

These are some of the issues that we will explore in the next article, which will focus
speciﬁcally on the implications of Fintech on the accounting industry, and what we can do
to harness the beneﬁts of Fintech as a truly future-ready accountant.
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Mikkel Larsen is Managing Director and Group Head of Tax and Accounting Policy,
DBS Group. All opinions published in this article are the writer’s, and all materials and
references are provided by him to support the article.

1

A lot of “lingo” and terms are used to describe Fintech initiatives. Figure 4 oﬀers an
overview of some of the most commonly-used terms.
2

CB Insight Upfront Ventures Statista
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VIEWPOINT S U S TA I N A B I L I T Y R E P O R T I N G
SUSTAINABILITY REPORTING

BY

FANG EU-LIN

RECENT DEVELOPMENTS AND THEIR IMPACT ON SINGAPORE
Although it has come to the fore in the past few years, sustainability reporting has been
around for decades. Initially, most non-ﬁnancial reporting was incorporated into ﬁnancial
statements and was largely about employee well-being.
Corporate scandals played a pivotal role in spurring the uptake of sustainability reporting.
After the Bhopal chemical disaster, a Right-To-Know Act was passed in the US in 1986,
mandating companies to disclose releases of over 320 toxic compounds. Similarly, in the
wake of the Exxon Valdez oil spill in 1989, oil and gas companies stepped up their
environmental disclosures. Gradually, sustainability reporting became more of a norm,
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5419
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even for ﬁrms not embroiled in controversy. The idea of a “triple bottom line” – ﬁnancial,
environmental and social performance – ﬁrst emerged in the 1990s, and has seen
considerable uptake by ﬁrms worldwide.

DEVELOPMENTS IN SINGAPORE
Sustainability may very well be the zeitgeist of the past decade, as made apparent when
the Singapore Exchange conﬁrmed in June 2016 that listed companies have to engage in
sustainability reporting on a “comply or explain” basis. These new guidelines will come into
force from FY 2017, with companies being allowed 12 months from the ﬁnancial year’s end
to launch their reports. Each report must contain ﬁve main components – material
environmental, social and governance (ESG) factors, policies, practices and performance
per material issue, targets per material issue, the sustainability reporting framework and a
Board statement.
Broadly, the goal of sustainability reporting can be summed up as relaying the means
through which exchanges of services and resources between companies and their
stakeholders (including the economy and the environment) inﬂuence their common
welfare. To stay ahead, companies have to evolve in response to these changing
expectations.

DEVELOPMENTS IN ASIA
In the Asia Paciﬁc, sustainability reporting instruments have risen in number by
approximately 75% since 2013, an upswing partly driven by new exchange requirements. As
early as 2007, Bursa Malaysia had declared that ESG disclosure was mandatory for listed
companies. The Philippines, in 2011, had mandated large ﬁrms to make corporate social
responsibility disclosures. In 2012, Indonesia implemented a new law making it compulsory
for limited liability companies to make social and environmental disclosures in their annual
reports.
For the year 2013, only 17 Asian ﬁrms were in the Global Reporting Initiative (GRI)’s G4
reporting database, but the number skyrocketed to 903 in 2015. The wave of increased
sustainability reporting has not bypassed Asian countries. Sustainability reporting is no
longer mere icing on the cake – its increasing acceptance as a norm means that it has
become a rational imperative.

The wave of increased sustainability reporting has not bypassed Asian
countries. Sustainability reporting is no longer mere icing on the cake – its
increasing acceptance as a norm means that it has become a rational
imperative.
SUSTAINABILITY REPORTING UPTAKE IN SINGAPORE
In 2010, a mere 79 listed ﬁrms made disclosures pertaining to sustainability, according to
CSR Singapore. Fast forward three years and the situation has changed. As of 2013, 160
listed ﬁrms – more than twice the 2010 number – engaged in sustainability reporting. The
rapid increase in uptake was largely due to companies with smaller market capitalisation
entering the fray, showing that large and small ﬁrms alike can carry out sustainability
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5419
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reporting. There was a 90% rise in ﬁrms using GRI’s framework, which may attest to a
greater regard for formalised reporting processes typically preferred by investors.
Even so, there is still room for further improvement. It was noted that only 32.1% of
companies from industries ﬂagged by SGX as being vulnerable to greater environmental
and social risks reported on their sustainability practices. Additionally, companies’ least
detailed disclosures were for environmental indicators, particularly for the service-oriented
industries, where the link to sustainability may appear more tenuous but is nonetheless
present.

LATEST DEVELOPMENTS IN REPORTING FRAMEWORKS
New expectations are coming from all quarters. The recently-announced Corporate Human
Rights Benchmark is being designed by a consortium of investors, a think tank, an NGO and
an investor research agency, highlighting the diverse stakeholders keen on evaluating
ﬁrms. A 2015 Morgan Stanley study discovered that 71% of investors are keen on
sustainable investing; the proportion is even higher among millennials, with 84% of them
being keen on this practice. This, compounded by additional regulatory pressure, means
that more companies are jumping onto the sustainability bandwagon.

According to GRI, there are numerous beneﬁts of reporting, running the
gamut from reﬁning the companies’ strategy and vision, to enhancing their
organisational processes and management systems, and increasing their
attractiveness to employees.

It is unsurprising that there has been a proliferation of reporting frameworks and
benchmarks. GRI released the fourth generation of its reporting standards (G4) in 2013.
This is the most commonly-used sustainability reporting framework in the world – utilised
in more than 90 nations and at least 9,170 organisations. According to GRI, there are
numerous beneﬁts of reporting, running the gamut from reﬁning the companies’ strategy
and vision, to enhancing their organisational processes and management systems, and
increasing their attractiveness to employees. The year 2013 also saw the launch of the
International Integrated Reporting Framework. Integrated reports focus on how companies
can generate value, taking a holistic view of their unique, individual circumstances. While
value creation does include ﬁnancial health, it is more oriented towards the long term and
takes stakeholder well-being into account as well. Visionary ﬁrms will see community
engagement as instruments of proﬁtable growth in the long run. With integrated reporting,
ﬁrms can enhance their understanding of the material inﬂuences aﬀecting their value
creation capabilities. Companies in Singapore that have elected to report in this fashion
include CapitaLand and DBS.
The growing need to account for the wide variety of “capitals” employed to generate value
has driven the emergence of novel modes of reporting, according to an ACCA report
published in May 2016. The same report discussed the valuation methodologies devised by
organisations like the Natural Capital Coalition and The Economics of Ecosystems and
Biodiversity. Puma, too, has launched a revolutionary environmental proﬁt and loss
account in 2011 to help it quantify its natural capital. As the company’s Executive Chairman,
Jochen Zeitz, told PwC, this move has helped the company to “conserve the beneﬁts of eco
system services… (and) also ensure the longevity of our businesses”.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5419
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In keeping with this global shift towards sustainability, the United Nations released 17
Sustainable Development Goals (SDGs) in 2015, and a PwC 2015 research found that 71% of
companies have begun preparing engagement strategies relating to these SDGs.
Companies should keep the SDGs in mind to tailor their reporting processes and
sustainability roadmaps accordingly.
For Singapore, the UN’s SDGs most pertinent to local companies are “Industry, innovation
and infrastructure”; “Sustainable cities and communities” and “Responsible consumption
and production”. The ﬁrst deals partly with making industrial processes more eﬃcient and
eco-friendly, as well as investing in research and development, in line with the Singapore
government’s recent strategic thrusts. The second aims to make cities more liveable, which
coincides with our 2015 Sustainable Singapore Blueprint. The last is concerned with targets
such as decreasing waste production and increasing resource use eﬃciency, and is
applicable to many industries. In spite of potential clashes between corporate agendas and
public welfare, the objective of sustainability reporting could eventually grow to encompass
helping governments evaluate collective corporate impacts with respect to such global
goals.
Other prominent initiatives are the Carbon Disclosure Project and the Dow Jones
Sustainability Index. These two score ﬁrms on their performance, enabling more detailed
benchmarking, and fostering healthy competition. Another framework of note is IRIS, which
encompasses 559 diﬀerent metrics which evaluate an investment’s ﬁnancial, environmental
and social performance.
In the near future, supply chain transparency is predicted to become even more
paramount. We may see the rise of “integrated indicators” that combine ﬁnancial and nonﬁnancial data, as well as metrics to measure trust. Far from the snapshots of today, the
future sustainability report could contain ever-changing, real-time data.
The way ahead is not without obstacles. Diﬀerent organisations may request similar data
from one company, leading to unnecessary duplication and incoherence. Conﬂicting
deﬁnitions of concepts like “materiality” and a morass of diﬀerent terminologies may add
further complexity. It will be interesting to see how these challenges are tackled as the ﬁeld
progresses from its nascent stage.

THE ROLE OF ACCOUNTANTS
Despite the new concepts, many commonalities between sustainability reporting and
ﬁnancial reporting exist – compliance, risk identiﬁcation and risk management, corporate
governance including information reporting and assurance. Given the rise of big data, the
“monetisation of impacts” and “valuation of externalities” are also emerging trends,
according to a GRI analysis paper of future trends. With the demand for assurance
functions forecasted to grow, accountants will have many chances to apply their technical
expertise in adjacent areas and continue to build trust in society.

CONCLUSION
The modern developments relating to sustainability have transformed the face of corporate
reporting worldwide. Given these trends, this is an opportunity for companies to review
their current strategies and build comprehensive data collection and reporting processes.
Leading companies will be able to identify ample opportunities for value creation, for
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5419
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example, through operating eﬃciency gains and improved consumer trust, thus turning
sustainability reporting from a mere compliance exercise into an engine of long-term value
creation.

This is the second article in the ISCA Corporate Reporting Committee’s series of articles on
sustainability reporting to raise awareness and quality of sustainability reporting in
Singapore.

Fang Eu-Lin is Member, ISCA Corporate Reporting Committee, and Partner, PwC.
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VIEWPOINT L E G A L F R A M E W O R K F O R ACCO U N T I N G I N L AO S
LEGAL FRAMEWORK FOR THE ACCOUNTING
PROFESSION IN LAOS

BY

PHIRANY PHISSAMAY

STEPPING TOWARDS DEVELOPING COUNTRY STATUS BY 2020
The Lao government is making an eﬀort to raise itself from least developed country status
to developing country status by 2020, and the accountancy profession has a signiﬁcant role
to play in helping the country achieve this vision.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5201
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However, most of the country’s small and medium-sized enterprises (SMEs) are still
suﬀering from the impact of lump-sum tax policy and mechanisms, and do not have proper
accounting records. This in turn impedes the development of the accountancy profession
as entites do not recogise the importance of accounting, and this consequently creates
barriers to access to ﬁnancing and to the expansion of their businesses.
With unavoidable regional and worldwide competition in a more integrated world economy,
the Lao government is continuously reviewing its policies for sustainable economic
development by strengthening its regulatory framework, including taxation and the
accountancy profession, to create a better business-enabling environment. Recently, two
amended and new regulations – the Accounting Law and Independent Audit Law – were
promulgated after a careful process of preparation.

A STRATEGIC PLAN FOR ACCOUNTING REFORM, IN LINE WITH DEVELOPMENT
GOALS
Pursuing the Lao government’s objectives, a strategic plan setting out the general principles
to be applied in the context of Lao PDR was developed in 2013. As the ﬁrst Lao accounting
regulation in 1992 had been developed mainly for tax purposes when the country had
opened up to the private sector, the need to amend its regulations to meet worldwide
integration becomes more rigorous. Responding to this situation, the goal to improve the
quality of ﬁnancial reporting to serve the public interest has been initiated with a
programme of actions to improve the legal and regulatory framework, institutions and the
accountancy profession.

… the goal to improve the quality of ﬁnancial reporting to serve the public
interest has been initiated with a programme of actions to improve the legal
and regulatory framework, institutions and the accountancy profession.

The expected improvement in the quality of ﬁnancial reporting in Laos will contribute
substantially to economic growth and provide vital support for the government’s povertyreduction strategy. High-quality ﬁnancial reporting for the private and public sectors would
increase the credibility of ﬁnancial information for decision-making. This is because it
represents one of the cornerstones of a properly functioning national economy and the
foundation of a robust ﬁnancial system, allowing the government to strengthen its public
ﬁnance management, and the private business sector to attract more quality investment.

STRENGTHENING THE LEGAL FRAMEWORK FOR BETTER QUALITY OF FINANCIAL
REPORTING
To increase the credibility of ﬁnancial information, the government is using a global
approach with three principal links showing the interrelations and interactions between the
benchmarks driving a sound national ﬁnancial reporting system (Figure 1).
The ﬁrst link focuses on the preparation of ﬁnancial reporting that should be acceptable to
all stakeholders, and thus are in the public interest. As the International Financial Reporting
Standards (IFRS) are globally recognised, the adoption of these standards to be applied by
public interest entities (PIEs) was considered as a means to improve their credibility.
Therefore, these standards were adopted by the Accounting Law 2013. For non-PIEs, a set
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5201
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of ﬁnancial reporting standards adapted from IFRS for SMEs has been adopted and
enforced by a Minister of Finance Decision in February 2016.

The second link is the audit of ﬁnancial reporting. This is deemed necessary to have a set of
standards complying with professional standards issued by the International Auditing and
Assurance Standards Board (IAASB) as those standards are applied worldwide by the audit
profession. Hence, these were included in the Independent Audit Law 2014.
The third link is the presentation of the reporting. Without strict regulation on reporting,
monitoring and control, the ﬁndings and opinions from audit would not reach competent
persons or authorities for preventing abuse, resolving faults, or improving a situation that
could subsequently aﬀect the national economy. Accordingly, a good governance policy
shall be put in place and enforced. Both the accounting and independent audit laws set up
requirements for ﬁnancial reporting.
As professional accountants in public practice and in business serve the public,
professional ethics will be the primary benchmark of all accountants. In order to ensure
their proper practice in accordance with all related regulations, a quality assurance system
will be put in place. Thus, the Ministry of Finance (MoF) is preparing a code of ethics for
professional accountants and standards of quality control in line with international
standards and in compliance with related regulations.
For strengthening human resource and institutional capacities, both current accounting
and independent audit laws contain requirements to develop the accountancy profession
in order to enable and oblige accountants to upgrade their ethical and professional
knowledge and skills to a high quality level under the supervision of the Lao Chamber of
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5201
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Professional Accountants and Auditors (LCPAA), the entity in charge of professional training
programmes.

LIBERALISATION FOR BETTER PROFESSIONAL DEVELOPMENT OPPORTUNITIES
Since Laos still lacks enough qualiﬁed accountants who are able to apply the high-quality
professional standards in order to boost the economic development of the country, the
new legal accounting and audit framework was also designed to give more opportunity for
Lao accountants to access new knowledge and skills through the sharing of experiences
with qualiﬁed foreign accountants.
According to the new laws, in order to serve the public interest and to work as accountants
responsible for ﬁnancial statements of a large entity or a PIE, individuals who would like to
practise as professional accountants shall be Lao-certiﬁed public accountants (CPA) and
members of the LCPAA.
The Lao regulations also accept accounting professionals holding CPA certiﬁcates from
abroad. Foreign CPAs are accepted as Lao CPAs through an accreditation process and
completion of an aptitude test concerning Lao business-related regulations.The test is
carried out by the LCPAA.
The Lao CPA requirements are in line with the international education standards (IES)
issued by the International Federation of Accountants, which require those who want to be
CPAs to pass the CPA training programme and exams, as well as possess three years of
practical training. In addition, practising CPAs and members of the LCPAA also have to
complete continuing professional development (CPD) consisting of 120 hours within three
years. As the Lao CPA qualiﬁcation has to be in line with the IES, the LCPAA, with the
approval of the MoF, recently adopted the internationally-recognised syllabus for its Lao
CPA qualiﬁcation.

PREPARATION FOR THE IMPLEMENTATION OF NEW REGULATIONS
Most of the provisions in the new accounting and audit laws can be fully implemented, but
some still need further development in order to have a comprehensive legal basis to
ensure sound application of regulations for high-quality ﬁnancial reporting.
However, with the lump-sum tax eﬀect and poor accounting skills of most SME staﬀ, as well
as the lack of qualiﬁed accountants in the country, the MoF would encounter diﬃculties in
enforcing the application of ﬁnancial reporting standards. Thus, prior preparation of
accountants and auditors in the whole country is needed. The LCPAA, assigned by the MoF
to manage technical and professional training in accountancy, is designing a CPD
programme for its existing members to reinforce ethics and professional knowledge and
skills, and update them on new regulations. The LCPAA is also preparing a syllabus for
accounting technicians.

… the Lao legal framework for the accountancy profession is strongly aligned
with international standards and allows for the improvement of ﬁnancial
reporting credibility and liberalisation of professional accountants.
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As the LCPAA is a primary member of the ASEAN Federation of Accountants (AFA), and with
the AFA’s determination to develop and promote the accountancy profession in the region
in order to support the socio-economic enhancement of the AFA member countries, the
LCPAA has existing opportunities to cooperate with AFA members in this area and receive
technical support for capacity-building. The Institute of Singapore Chartered Accountants
(ISCA) has demonstrated its enthusiasm to cooperate with and assist the LCPAA in
developing the accountancy profession in Lao PDR, and is seeking volunteer Singaporean
Chartered Accountants to contribute to this programme. LCPAA and ISCA signed a
Memorandum of Understanding (MoU) in Vientiane, Laos, on October 24 to formalise this
arrangement. Following the signing ceremony, ISCA kickstarted its support of the LCPAA by
providing a ﬁve-day training course for auditors, most of them from the local audit ﬁrms,
on the same day.

CONCLUSION
To conclude, the Lao legal framework for the accountancy profession is strongly aligned
with international standards and allows for the improvement of ﬁnancial reporting
credibility and liberalisation of professional accountants. However, serious challenges
remain in the implementation of these regulations due to the lack of resources, as this is
only the beginning of major accounting and audit reforms in Laos. The cooperation of the
primary and associate members of the AFA, including ISCA and others, with the Lao MoF
and the LCPAA, are promising moves to assist Lao PDR to achieve its reforms for strong
national, and consequently, regional economic development.

Phirany Phissamay is Deputy Director-General of Accounting Department, MoF, and
President of LCPAA.
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BY

ISABEL SIM, ALFRED LOH AND TEO CHEE KHIANG

RISK MANAGEMENT, INTERNAL CONTROLS, INTERNAL AUDIT
Charities are stewards of the public’s trust and are held to high standards of integrity on
how they manage and use their ﬁnancial resources. In the two-part article “The Regulatory
Framework of Charities” (published in the July and September issues of this journal), we
discussed the regulatory measures put in place to ensure their accountability and
transparency. The statutes and guidelines governing the operations of Charities was
covered in the ﬁrst part and in the second part, the accounting standards regulating their
ﬁnancial reporting.
To enhance the public’s trust, Charities could also look into improving their organisational
governance, speciﬁcally on how they manage risks. This fourth article of the series “Helping
Charities Do Good Better” explains the need for Charities to manage risks, and explores
how Charities – even the smaller ones1 – can build an eﬀective risk management model
through implementing internal controls and conducting internal audits.

Another area where accountants can help Charities relates to helping them
set up accounting systems to establish the full cost of providing a
programme or a service.
WHAT IS RISK MANAGEMENT?
Charities rely largely on the public for donations to carry out and sustain their missions.
Fraud and misuse of funds can weaken the public trust in the Charity sector. “What can
possibly go wrong?” “What should then be done to mitigate or manage it?” – these are two
essential questions that all staﬀ and board members should ask when managing an
organisation. Besides the loss of assets and funds, such lapses could also have other
detrimental eﬀects, such as lowering the morale of staﬀ and volunteers, that will inevitably
impact the ability of the organisation to sustain itself. It is therefore critical for Charities to
engage in sound risk management. This involves the identiﬁcation of major risks that apply
to them, as well as the development of strategies to mitigate these risks. In the UK, the
Charity Commission has recommended that Charities should also include appropriate
statements in their annual reports to cover, for example, the person who is responsible for
risk management.

TYPES OF RISKS FACED BY CHARITIES
Charities are exposed to a diverse range of risks both ﬁnancial and non-ﬁnancial in nature.
The nature and types of risks faced by an organisation would, generally, depend on its size
as well as the type and complexity of activities it undertakes. Additionally, the wider
environment in which the Charity operates, including the ﬁnancial climate and any changes
in legislations, has to be considered in assessing its risk exposure as well.
A system of classiﬁcation, as illustrated in Table 1, provides a good way for Charities to
ensure that the key areas of risk are considered and identiﬁed.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5305
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Generally, Charities are familiar with the need to manage ﬁnancial risks. However, the
management of the other categories of risk, such as operational risks, is equally important.
Should any Charity not identify and manage its key risks adequately, a simple incident
would be all it takes to tarnish its reputation. As Warren Buﬀett once said, “It takes 20 years
to build a reputation and ﬁve minutes to ruin it.” A case in point relates to the incident in
2011 that was widely reported in the media, concerning the abuse of an elderly resident in
a nursing home. While that lapse – which reﬂected the home’s inability to provide adequate
care for the elderly – was non-ﬁnancial in nature, the incident nevertheless impaired the
home’s reputation.

MITIGATING RISKS
Having in place formal risk management procedures to identify risks will help Charities to
promptly respond and eﬀectively deal with such risks when they occur. For example, when
one Charity discovered missing funds from its accounts in FY 2014, its board was able to
swiftly respond to the incident. Formal risk management procedures were already in place,
which allowed the misconduct to be quickly detected. Most of the funds were recovered
and the negative implications were thereby minimised.
As a regulatory measure, there are laws and guidelines to ensure that Charities have at
least the basic risk management policies. For example, the Charities Act stipulates that
Charities are required to conduct annual audits or an examination of accounts.
Additionally, both the Charities Act and Code of Governance for Charities and Institutions
of a Public Character (IPCs) (2011) specify that IPCs should have policies for the
management and avoidance of conﬂicts of interest, as well as related party transactions.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5305
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Beyond these requirements, Charities could also include a “reserves” policy in their annual
reports, and undertake a regular review of the policy and reserves levels, as this could also
help them identify potential ﬁnancial and operating risks.
These requirements form a baseline of the risk management procedures Charities have to
possess in order to demonstrate good governance. N. Subramaniam, a board member of
AWWA Ltd, shares a few examples of best practices for risk management. AWWA Ltd is a
local non-proﬁt organisation that provides community-based programmes and services to
people of all ages.

Examples of best practices for risk management
1
2
3

4
5

6

Have a board of management that manages operations with an awareness of risks unique to the
organisation.
This board of management is to identify the risk strategies suitable to the organisation and also set its
risk appetite according to its size and ﬁnancial position.
Draw up a risk proﬁle that sets out the principal risks of the organisation and corresponding mitigating
procedures, then have the proﬁle reviewed by the Risk Management Committee for completeness and
objectivity.
Ensure that a culture of risk awareness is developed among staﬀ members in their day-to-day operations.
Consider the need for appointing a Chief Risk Oﬃcer who would, among others, develop plans to
mitigate risks, monitor the progress of the risk mitigation activities, and create risk measurements and
disseminate reports to the board and management.
Have regular management/staﬀ meetings to increase risk awareness and discuss actual experience and
actions taken to lessen the impact.

Source: N. Subramaniam, a board member of AWWA Ltd

RISK MANAGEMENT STRATEGY: INTERNAL CONTROLS
To further mitigate risks, the board should establish strategies to address risks through
maintaining a sound system of internal controls. Internal controls refer to the checks and
procedures which enable the board to meet their legal obligations to safeguard their
organisation’s assets and minimise the risks in administering the Charity’s ﬁnances. It also
aims to ensure the quality of ﬁnancial reporting and compliance to laws and regulations
governing Charities.
According to the Committee of Sponsoring Organisations (COSO), internal controls help
“entities achieve important objectives and sustain and improve performance”. Having
functioning internal controls is also crucial in strengthening the Charity’s transparency and
accountability, which are essential to draw in new volunteers and donor contributions.

INTERNAL AUDIT AS PART OF INTERNAL CONTROLS
As part of internal controls, Charities could also have internal audits to assess the Charity’s
current internal controls system. This would provide Charities with independent and
objective assessments of the eﬀectiveness and eﬃciency of their internal control
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5305
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procedures. With regular internal audits, the board of directors and senior management
can be reassured or be made aware of the necessary steps to be taken to improve their risk
management strategies.
Lilian Tay, CEO of Shared Services for Charities (SSC), provides her expert opinion on how
Charities can develop eﬀective internal controls.

Risk management advice from Lilian Tay, CEO, Shared Services for Charities

Shared Services for Charities is a charity for Charities that aims to improve governance and
organisational excellence in non-proﬁt organisations. SSC partners with volunteers to
provide professional services in the areas of governance and internal control consultancy,
policies and procedures documentation and internal audit services.
“Risk is universal and exists to threaten the achievement of objectives for Charities. Thus,
regardless of the size of Charities, internal controls are necessary to mitigate risks to an
acceptable level for improvement of performance and sustainability. Having secure internal
controls in place would also give donors and volunteers greater conﬁdence in Charities.
Some common areas of internal control weaknesses across all the three lines of defence
have been identiﬁed by Shared Services.
To begin, it is commonplace to ﬁnd Charities with incomplete or obsolete policies and
procedures. This may result in unwarranted risk-taking due to confusion, inconsistent
practices, going beyond risk tolerance levels or even risk appetite. A lack of resources has
also become the “excuse” of some of the smaller charities for not putting proper
segregation controls in place. Even so, these measures are fundamental and should not be
neglected.
In order for internal controls to work eﬀectively, it is important to set the right tone and
have it resonate across the whole organisation. Moreover, to ring-fence internal control
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5305
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structures, a third line of defence would be required in the form of an independent review,
best performed by a professional ﬁrm which has a good track record of reviewing the
eﬀectiveness of internal controls for Charities. Finally, a robust whistle-blowing policy and
hotline management system by an independent ﬁrm would provide added assurance.”

The “three lines of defence” model, adopted by the for-proﬁt sector, could provide Charities
with a simple way to coordinate important risk management responsibilities. Figure 1
illustrates the summarised model.

The ﬁrst and second lines of defence play a crucial role in developing corresponding
strategies to manage identiﬁed critical risks. Their performance is reviewed by the third line
of defence, which is the internal audit. Taken together, the three lines of defence form a
hierarchised organisational structure to support high standards of governance and risk
management.

CONCLUSION
Charities, by nature, exist to serve the public good. They have obligations to demonstrate
high levels of ethical behaviour, transparency, accountability and compliance with the law.
To do so, governing board members of Charities should ensure that they establish risk
management strategies, as well as develop strong internal control policies to mitigate
potential risks.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5305
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For smaller Charities that might have not the necessary resources to deal with all identiﬁed
risks, they should, nonetheless, have these risks documented in their annual reports so
that the public can be made aware of such risks. These procedural checks and balances
would help safeguard the ﬁnances and assets of Charities, and assist them in setting up
strong governance structures to promote greater professionalism in their administration.
Accountants can volunteer their services by aiding Charities in identifying risks and
developing relevant internal controls to mitigate these risks. Also, they can consider
becoming honorary internal auditors to provide an independent assessment of Charities’
risk, as well as to provide periodic reports to the board on ﬁndings and recommendations
on their governance policies.
Another area where accountants can help Charities relates to helping them set up
accounting systems to establish the full cost of providing a programme or a service. Given
the limited resources available to Charities, an understanding of the full cost of the
programmes and services would help them better allocate resources to the most
appropriate programmes and services. Additionally, to provide Charities with a more
sustainable funding model, there has been a growing call in the US and UK for funders to
take into account the full cost that Charities would have to incur to carry out their
programmes or provide their services. We will examine full-cost accounting in the next
article.
To ﬁnd out more about skills-based volunteering opportunities, ISCA members can contact
ISCA Cares.

Dr Isabel Sim is Senior Research Fellow, Department of Social Work, Faculty of Arts and
Social Sciences, National University of School (NUS) as well as Director (Projects), Centre for
Social Development (Asia). Associate Professor Alfred Loh and Professor Teo Chee Khiang
are both from the Department of Accounting, NUS Business School. The writers gratefully
acknowledge the contributions of Gong Yuan, Claribel Low and Koh Luwen, Research
Interns, NUS.
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About half the number of Charities in Singapore are relatively small, with gross annual
receipts of less than $250,000. Source: Commissioner of Charities Annual Report 2015
2

“Charities and risk management”, Charity Commission, June 2010
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“Leveraging COSO against the three lines of defense”, COSO, July 2015
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ASEAN GROWTH OUTPERFORMING OTHER REGIONS
Recent years have seen ASEAN economies open up a substantial gap in economic
performance compared with the Middle East, Africa and Latin America (Figure 1). Average
annual GDP growth in the region over the 2011–2015 period was 5%, 0.8 percentage points
slower than in 2004–2008. Within ASEAN, the Philippines has been the star performer since
2010, with Thailand the slowest at 2.9%.
A number of factors underpins this resilience. Firstly, ASEAN economies are less
commodity-intensive than the Middle East, Africa or Latin America, and have been less
aﬀected by the slump in world commodity prices. Countries in the region are net importers
of raw materials, and have enjoyed boosts to consumer spending from lower commodity
prices that are not oﬀset by lower export revenues, investment spending or ﬁscal austerity.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5479

1/8

08/11/2016

ECONOMIC INSIGHTS

Furthermore, the region has become increasingly competitive on the global stage in recent
years. Low-cost manufacturers in Vietnam have competed successfully with Chinese ﬁrms
for low-end manufacturing, as have higher-income economies in the region further up the
value chain. Deloitte’s 2016 Global Manufacturing Competitiveness Index found that
Thailand, Vietnam, Indonesia and Malaysia are now all in the world’s top 20 most
competitive manufacturing locations, and are set to climb further in the years ahead. This
success has underpinned trade ﬂows, as well as job creation, business investment and
consumer spending.
Finally, unlike many other emerging and advanced regions, public debt ratios in many
ASEAN economies were steady or falling in the run-up to the global ﬁnancial crisis. This has
given governments leeway to support demand in light of weaker world growth in recent
years.

CONTINUED INVESTMENT NEEDED TO SUSTAIN GROWTH
ASEAN economies are closer to capacity than other emerging market regions, and ﬁrms will
need to maintain a solid pace of capital expenditure in the years ahead to ensure business
opportunities are not lost.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5479
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We expect investment growth to accelerate in 2017 in Indonesia and Malaysia, and ease
only modestly in Vietnam. Business investment growth will slow more visibly in the
Philippines, but this largely reﬂects the surge in election-related infrastructure spending in
2015 and 2016, rather than a slowdown in underlying business investment. In Singapore,
business investment in 2017 is expected to fall due to disappointing trade activity, but with
a fairly rapid rebound in 2018 as regional trade gathers steam. Forecasts for growth in total
investment spending are still expected to rise in Singapore in 2017, thanks to substantial
public investment.
To fund this investment, ﬁrms will need a ready supply of ﬁnance, at a cost that makes
investment projects ﬁnancially viable.

FINANCING CONDITIONS IN ASEAN
In one respect, ASEAN economies are reasonably well-placed for ﬁnancing investment
spending in the years ahead. Monetary policy rates remain low by historical standards, at
just 1.5% in Thailand, and 3% in Malaysia and the Philippines. But the actual cost of
borrowing faced by ﬁrms remains four to six percentage points higher than policy rates.
Moreover, due to the weakness of global inﬂationary pressures over recent years, the real
cost of borrowing (deducting price growth) is actually rather higher than ﬁrms are used to
in many ASEAN economies.
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With the recent increase in commodity prices, inﬂation in the region looks set to pick up in
2017. This should be accentuated by further gradual monetary tightening in the US, which
will support the dollar against other currencies, adding a secondary inﬂationary stimulus to
ASEAN economies. However, inﬂation moving back up towards target may spur
policymakers in the region to start raising rates, increasing the cost of borrowing and
curtailing investment.
In many economies within the region, there are likely to be upward pressures on the cost of
credit, and constraints on the safe pace of future credit growth. The stock of private debt
relative to GDP has risen steadily in recent years, prompting the International Monetary
Fund to raise concerns about the potential build-up of risks to ﬁnancial stability, and urge
caution in the issue of credit by non-bank lenders.
The composition of debt is also an issue in selected countries. Following the late-1990s
Asian ﬁnancial crisis, in which currency depreciation had made servicing foreign currencydenominated debt much harder, policymakers in most ASEAN economies sought to reduce
ﬁrms’ and banks’ reliance on foreign lending. The exception was Malaysia, where external
debt relative to GDP has been climbing steadily for the past ﬁve to six years, and is now
well above most other major emerging markets.

BUSINESS IMPLICATIONS
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5479
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Although businesses in the ASEAN region are ahead of those in other major emerging
market regions, conditions for low-cost ﬁnancing could become more challenging. If
regulators pay closer attention to the pace of credit growth, it may result in banks slowing
their pace of credit provision, becoming more demanding in terms of business case
underpinning applications, or charging higher interest rates.
Businesses will need to respond to these challenges or ﬁnd alternative sources of
ﬁnancing. The pace of public investment in several ASEAN economies should support
construction activity and associated professional services. The modest rate of energy price
increases should mean consumer-facing ﬁrms will continue to prosper. However, sectors
that use imported goods in the course of their operations but which serve mainly domestic
customers may ﬁnd costs rising owing to exchange rate depreciation, without any oﬀsetting
gain in competitiveness.
Overall, ﬁrms in the region should be aware that future credit availability may be tighter
than in recent years. In the coming years, most economies are likely to see gradual
monetary tightening, increasing the cost of ﬁnance. In order to support ASEAN economies’
investment and growth in the medium term, governments will need to ensure that credit
supply remains sustainable and is channelled to the most productive sectors.

PROSPECTS FOR ASEAN, 2016–17
Looking forward, Vietnam is likely to be the standout performer in terms of GDP growth in
ASEAN. The weakness in oil revenues and poor rainfall aﬀecting agricultural output have
constrained growth slightly in the ﬁrst half of 2016, but manufacturing output grew
robustly and conﬁdence in the sector is buoyed by a number of positive structural factors,
including the inward Foreign Direct Investment and recent trade deals. GDP growth is
forecast at 6.5% in 2016, picking up towards 7% next year.
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An improving pace of growth is anticipated in Malaysia in the next 18 months. The drag
from exports should moderate, thanks to improved currency competitiveness and a
gradual pick-up in world trade. Fiscal policy will be constrained by the need to trim the
deﬁcit to 3.1% of GDP this year, although this will prove diﬃcult because disappointing
corporate and GST tax receipts are compounding lower oil revenues. GDP growth should
grow from 4.3% in 2016 to 4.5% in 2017.
In the Philippines, the outgoing government’s ambitious infrastructure programme
continues to have an impact on the economy, and this trend is expected to carry on under
the new administration. Domestic demand growth is currently outpacing that of the rest of
the region, with the economy beneﬁtting from a stable labour market, low fuel prices, low
interest rates, and well-below-target inﬂation. After a peaceful election and quiet transition
to a new administration, the Philippines’ robust macro fundamentals should ensure
continued robust annual growth of 6% in both 2016 and 2017.
With economic data in Indonesia remaining patchy, the central bank lowered its main policy
rate by 0.25% in June (the fourth move this year), taking it down to 6.5%. And with the
growth outlook still clouded by uncertainties over global demand, additional policy easing
appears likely. With some additional public investment also in the pipeline, this should
support a modest acceleration in GDP growth next year, from 5% in 2016 to 5.2% in 2017.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5479
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Singapore’s economy has been running at a sub-trend pace of growth for the past few
quarters, reﬂecting weak regional trade and a correction in the housing market. As an
export-dependent economy, the appreciation of the Singapore Dollar this year will add to
the challenges facing the economy, notably in the manufacturing sector. However, service
sector activity (which accounts for two thirds of the economy) remains more buoyant and
GDP growth is forecast to accelerate modestly in 2017 as global trade gradually improves.

This is an excerpt from ICAEW’s latest Economic Insight: Southeast Asia report.
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BY

KANG WAI GEAT

ACCOUNTANTS PLAY A VITAL ROLE
Recently, the Monetary Authority of Singapore (MAS) closed down BSI Bank as a result of
severe infringements of anti-money laundering regulations. BSI Bank was also slapped with
a S$13.3-million penalty for 41 breaches of anti-money laundering regulations. Weeks after
shutting down BSI Bank, MAS announced plans to set up a dedicated anti-money
laundering department to combat illicit ﬁnancial activities. The message is clear – there is a
hefty price to pay for taking anti-money laundering regulations lightly. The ubiquitous
threat of money laundering has intensiﬁed worldwide, and companies are viewing this as a
serious matter. In a Global Economic Crime Survey 2016 by professional services ﬁrm
PricewaterhouseCoopers (PwC), of the more than 6,300 respondents in 115 countries, 74%
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5196
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have indicated that their organisations had performed an anti-money laundering/counterterrorist ﬁnancing risk assessment for their businesses.
As a nation, Singapore is not spared the risk of criminals on the hunt for opportunities to
wash their dirty monies clean. In the same PwC survey, 26% of respondents from Singapore
reported money-laundering incidents, a marked increase from a low 5% in 2014. This is a
timely reminder that the menace of money laundering cannot be underestimated.
Money laundering has dire consequences. Socially, it can implicate innocent people who
would not have otherwise committed illegal acts. Individuals have been convicted for acting
as money mules. There are also reports of Singaporeans being found guilty of moneylaundering oﬀences in other countries such as Australia, where the real estate sector has
been widely reported to be a hotspot for money launderers.
Economically, like a wrecking ball, money laundering can eﬀortlessly demolish Singapore’s
hard-earned standing as a sound, trusted and vibrant global ﬁnancial centre – a reputation
established over the years. But ﬁghting money laundering is no walk in the park; it calls for
a nationwide eﬀort where every individual must play a part.

As long as accountants are of the view that something is amiss, they should
lodge a suspicious transaction report.
ACCOUNTANTS, BE INQUISITIVE
Accountants can contribute to the anti-money laundering cause in a big way. Arising from
the ﬁnancial nature of the work, accountants may have a higher chance of crossing paths
with money launderers or dealing with illicit funds from money laundering. Besides, money
launderers covet the expertise of accountants, which they could exploit to facilitate money
laundering via avenues such as transferring funds across numerous jurisdictions, setting up
shell entities as a facade for money-laundering activities, and structuring complicated
transactions which are diﬃcult to comprehend, just to name a few.
Accountants have to be eagle-eyed to spot any suspicious transactions during their work.
They need to possess an inquisitive mind when encountering any shady dealings, to
uncover the underlying reasons for their occurrences. Hence, it is vital that accountants
keep a watchful eye for indicators of suspicious transactions. For example, if the company
receives unusual payments from unlikely sources inconsistent with the company’s
business, this should immediately trigger an alarm bell. Also, there should be cause for
concern if the company makes huge payments for no apparent reason, even if they are
made to related entities. Another tell-tale sign is when the company engages organisations
located in jurisdictions identiﬁed by the Financial Action Task Force as “high-risk and noncooperative”. These include countries such as North Korea, Iran, Laos, Bosnia and
Herzegovina, Iraq, etc. In addition, cash transactions of large amounts should be
scrutinised. It is not uncommon for money launderers to purchase big-ticket items such as
cars, antiques, property, gold and diamonds with their ill-gotten gains. While the existence
of one, or even a combination, of the indicators may not be conclusive evidence that
money laundering is taking place, accountants should nevertheless err on the side of
caution and remain vigilant, especially when suspicion of money laundering is involved.

REPORTING SUSPICIONS
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5196
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What should accountants do after they have identiﬁed suspicious transactions?
Accountants should not confront the suspected perpetrators in the ﬁrst instance. If
accountants do so, they run the risk of disclosing information which may prejudice any
impending or ongoing investigation. Under the law, the accountants would have committed
a tipping-oﬀ oﬀence, albeit inadvertently. Instead, accountants should lodge a suspicious
transactions report with the Suspicious Transactions Reporting Oﬃce under the
Commercial Aﬀairs Department of the Singapore Police Force, and let the relevant
authorities handle the matter thereafter. In fact, this is a statutory requirement imposed on
any employee or business owner, not just accountants. However, it is reassuring and
noteworthy that the law protects the informer in that if the reporting is done in good faith,
it will not be treated as a breach of law, contract or professional conduct. Moreover, the
identity of the informer is withheld and will not be disclosed unless required by the court.
Therefore, accountants (or for that matter, anyone) should have no qualms about lodging
suspicious transaction reports since it is an obligation and there is adequate legal
protection accorded.
Accountants should note that the threshold for reporting suspicious transactions is low.
They need not have actual knowledge of money-laundering activities having taken place
before they lodge a suspicious transaction report. Although the term “suspicious” is
subjective, there should be some objective evidence underlying the basis for the suspicion.
As long as accountants are of the view that something is amiss, they should lodge a
suspicious transaction report.

… it is reassuring and noteworthy that the law protects the informer in that
if the reporting is done in good faith, it will not be treated as a breach of law,
contract or professional conduct.
CHECKING CLIENTS’ BUSINESSES
Another signiﬁcant area where accountants play a vital role in combating money laundering
is in their customer dealings, especially the due diligence that accountants should perform
on their clients. One critical aspect of the process is the identiﬁcation of the person who
ultimately owns or controls the client, also known as the beneﬁcial owner. This is of
paramount importance as it may shed light on any high-risk personnel who may be more
liable to commit money-laundering crimes. But the step poses one key challenge which
accountants in Singapore and the world over have to surmount – the lack of information
collated and published on beneﬁcial owners. In the absence of any legal obligations on
companies to disclose beneﬁcial owners, accountants are often unable to obtain reliable
information on them. As the world develops and improves, so do criminals who are capable
of devising the most innovative and clandestine way to hide information. More needs to be
done to help accountants.
One proposal championed in the European Union (EU) is to have centralised registers
containing information about beneﬁcial owners. Law enforcement agencies should have
unrestricted access to the information. The public may also obtain the information if
cogent arguments can be put forward for such requests. As a matter of fact, according to
information released by the EU Oﬃce of Transparency International in May 2015, four out
of ﬁve EU citizens support imposing requirements on companies to reveal information
about their beneﬁcial owners. At the Anti-Corruption Summit 2016 held in May in London,
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5196
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the former United Kingdom Prime Minister David Cameron announced that Britain will set
up public registers of the true owners of companies. France and the Netherlands will take
similar action.
The eﬀorts of one person alone cannot eradicate money laundering. To eﬀectively combat
money laundering, everyone, including accountants, needs to contribute. The last thing we
need is another BSI Bank. As long as we stay committed in our endeavours to ﬁght money
laundering, we can keep the evildoers away from this place we call home.

Kang Wai Geat is Assistant Director, Technical Advisory and Professional Standards, and
Learning and Development, ISCA. An edited version of this article was ﬁrst published in The
Business Times on 20 July 2016.
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IASB ISSUES AMENDMENTS TO INSURANCE CONTRACTS STANDARD
The amendments to IFRS 4 address concerns arising from implementing the new ﬁnancial
instruments Standard, IFRS 9, before implementing the replacement Standard that IASB is
developing for IFRS 4. These concerns include temporary volatility in reported results. The
new Insurance Contracts Standard is currently being drafted and will have an eﬀective date
no earlier than 2020.

QUESTIONNAIRE ON UNDERSTANDING OF COMPONENT AUDITORS

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5213
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QUESTIONNAIRE ON UNDERSTANDING OF COMPONENT AUDITORS
ISCA developed a questionnaire to assist group engagement teams in obtaining a deeper
understanding of component auditors during their group audits. This questionnaire
provides guidance to practitioners on the nature and extent of documentation required.

ACCOUNTANTS REMAIN MOST TRUSTED ADVISOR
IFAC released a report which highlights the profession’s role in serving SMEs. The report
illustrates the important relationship between SMPs and SMEs, examines the key drivers of
the advisor-client relationship and explores the growth implications for SMPs.

ISCA LAUNCHES ISCA ANIMATED ETHICS SERIES
The ISCA Animated Ethics Series features short animated scenarios in which professional
accountants are faced with ethical dilemmas. Watch the videos to ﬁnd out how the
protagonists handle the situations ethically.

2016 IESBA HANDBOOK NOW AVAILABLE
The Handbook contains the entire Code of Ethics for Professional Accountants. This edition
includes two new sections – 225 and 360 – and conforming amendments to other sections,
addressing professional accountants’ responsibilities when they become aware of noncompliance with laws and regulations.

NEW REGULATORY MEASURES TO RAISE AUDIT QUALITY BAR
New regulatory measures will be introduced to ensure auditors in Singapore continue to
uphold high audit quality standards. The new regulatory measures were developed
following a review by ACRA of audit inspection insights gleaned from a decade of audit
inspections conducted under its Practice Monitoring Programme.

GREATER TRANSPARENCY AND DISCLOSURE IN FINANCIAL REPORTING
A survey of retail and institutional investors in Singapore reveals that investors rated
ﬁnancial statements as the most important source for making investment decisions. The
landmark study that surveyed Singapore investors’ views about ﬁnancial reporting and
audits shows that investors in Singapore have re-aﬃrmed the value of statutory audits and
are increasingly demanding that companies produce high-quality ﬁnancial reports.
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BY

JOANNA WONG

BE ON TOP OF GST RISKS
A Singapore parent company (P) signs a contract with a Singapore vendor (V) to implement
a new accounting system for itself and its Singapore subsidiary (S). For its convenience, P
requests V to raise separate invoices to itself and S for their respective share of expenses.
All are GST-registered entities. Who can claim the GST charged by V from the tax
authorities? Is it P, S or both?
“Only P can claim the GST on its share of expenses based on the tax invoice issued by V to
itself” is the answer as the contract is between P and V. S is not a party to the contract and
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5216
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P does not have a valid tax invoice to claim the GST on the expenses billed to S. While S
bears the GST expenses, it cannot claim these expenses (input tax) from the authorities.

Accredited Tax Advisors from Ernst & Young Solutions LLP – (from left) Kor Bing Keong, Partner, and Chew Boon
Choo, Director – highlighted common GST errors, blind spots and more importantly, the best course of action to
mitigate GST risks.

If you did not get the answer right, read on and gain greater GST clarity from Accredited Tax
Advisors Kor Bing Keong, Partner, and Chew Boon Choo, Director, Ernst & Young Solutions
LLP, who shared their knowledge during the recent Singapore Institute of Accredited Tax
Professionals’ Tax Excellence Decoded session.
Unlike corporate tax, the Goods and Services Tax (GST) is transactional. For companies with
voluminous transactions, an erroneous transaction could be repeated and the GST risk
could escalate.
AREAS OF FOCUS FOR TAXABLE PURCHASE AND INPUT TAX CLAIMS
Contractual recipient of goods and services
In claiming input tax, that is, the GST charged by suppliers to the company (the claimant),
the claimant must ensure it is the contractual recipient of the goods and services supplied
by the supplier. Where there is no written contract between the supplier and the customer,
the Inland Revenue Authority of Singapore (IRAS) is generally prepared to accept the tax
invoice as prima facie evidence of the contractual arrangement.
To illustrate, in the earlier example, the written contract is between P and V. If V issues the
tax invoice to S, S will not be able to claim the input tax. An alternative arrangement would
be for the vendor to issue the tax invoice only to P, which then subsequently invoices S. P
then claims the input tax on the tax invoice issued by V, and issues a tax invoice (with
output tax) to S to recover S’s share of expenses.
A concession has been granted by IRAS on expenses contractually incurred by the
employees and reimbursed by the GST-registered employers. While the GST incurred does
not satisfy the above input tax condition, IRAS has made a concession to allow GSTregistered companies to treat the expenses as contractually incurred by the companies if
the companies reimburse the employees and record the expenses as their business
expenses in their accounts.
Valid tax invoice
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5216
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GST-registered companies must also maintain valid tax invoices or simpliﬁed tax invoices to
support their input tax claim on local purchases/expenses unless speciﬁc concession has
been granted by IRAS (example, GST incurred on business entertainment expenses). For
invoices that are billed in a foreign currency, the SGD equivalent of the amount exclusive of
GST, the GST amount and the amount inclusive of GST must be reﬂected on the tax invoice.
GST-registered companies cannot use their in-house exchange rate to claim the input tax.
Disallowed input tax claims
Input tax on certain expenses is speciﬁcally disallowed under the GST legislation. These
include club subscription fees, medical and accident insurance premiums, medical
expenses, family beneﬁts and motor car expenses. There are speciﬁc deﬁnitions and
exceptions for each type of the disallowed expenses.
Other errors relating to the reporting of taxable purchase and input tax include:

+
+
+

duplicate input tax claims;
failure to perform input tax restriction and longer period adjustment due to partial exemption;
signiﬁcant variance between the value of imports under the Major Exporter Scheme (MES) as reported in
the GST returns and the value of MES imports as declared to the Singapore Customs.

AREAS OF FOCUS FOR SUPPLIES AND OUTPUT TAX
Ad-hoc supplies
GST-registered companies have to charge GST (output tax) on their standard-rated
supplies. For example, 7% GST applies even if it is a sale of subsidised tickets by a GSTregistered company to its staﬀ for attending a corporate Dinner and Dance party.
Deemed supplies and output tax
If a GST-registered company gives away goods (example, hampers for customers during
festive seasons, luck draw prizes for company Dinner and Dance), it is required to account
for deemed output tax based on the open market value of the goods if the total cost of the
goods given to a person on an occasion is more than S$200 (excluding GST) and the GST
incurred on the said goods has been claimed as input tax.
GST treatment of a supply of goods
The GST treatment of a supply of goods is dependent on the location and movement of the
goods and not on the billing address of the customer. Where goods are sold within
Singapore, 7% GST applies even if the customer XYZ is based in USA. If the goods sold to
XYZ are shipped from Singapore to the USA, the sales are considered zero-rated (that is,
GST at 0%) and would be reported in the GST returns.
It should be noted that for goods to be zero-rated, the relevant export documents and the
conditions prescribed by IRAS must be met.
GST treatment of a supply of services
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In determining whether a supply of services qualiﬁes for zero-rating, GST-registered
businesses must determine the nature of the service supplied and examine whether the
zero-rating conditions under Section 21(3) of the GST Act applicable to that type of services
are satisﬁed. Diﬀerent zero-rating conditions may apply to diﬀerent types of services.
Other supplies and output tax issues
Other errors relating to supplies and output tax include:

+
+
+

omission of exempt supplies (example, interest income from banks in Singapore, realised exchange rate
gains or losses, issuance of shares to Singapore shareholders and late interest payment charged to
Singapore customers);
failure to maintain the relevant export documents to substantiate a zero-rated supply of goods;
under-accounting of output tax on “trade in” or “counter supplies” transactions.

GST AUDIT
IRAS has initiated GST audit on diﬀerent industries in the past and has also invited
companies to take part in self-review programmes such as Assisted Compliance Assurance
Programme (ACAP) and Assisted Self-Help Kit (ASK).
It is always prudent to conduct some form of GST review and make voluntary disclosure of
errors before one is selected for audit by IRAS.
MANAGING GST RISKS
Besides knowing where GST risks may arise, and the key aspects to focus on where errors
are commonly made, it is also important to know how GST risks can be minimised through
the following good GST practices.
Knowledgeable staﬀ
It is key to invest in staﬀ training, and encourage the team to share their knowledge among
themselves. For the GST preparer and reviewer, it is critical to also be well versed in the
more complex areas of GST, such as disbursements and recovery of expenses, zero-rating
of services and reporting of exempt supplies.
System controls
Whichever accounting system a company adopts, it should possess the necessary and
correct built-in controls to prevent or detect any possible human error or anomalies, such
as a data entry error, duplicate input tax claims or tagging a customer with a wrong GST
rate.
Proper record-keeping
It is critical to maintain GST-related records in a systematic manner for easy storage and
retrieval. An example is the export of goods. It is the responsibility of the GST-registered
company to ensure the prescribed export documents are maintained even if it has
outsourced the logistics work to a freight forwarder. Past rulings and communications
should be kept in proper order.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5216
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Adequate internal controls
There should be adequate internal controls (example, second-level reviews, seek advice
from IRAS/tax agents) to manage exceptional transactions/processes such as the disposal
of ﬁxed assets, a transfer of business, turnover of staﬀ, etc. Periodic GST reviews will also
help to improve the level of GST compliance.
While it may be next to impossible to be GST error-free, it would be wise to be proactive in
managing these risks before the authorities come knocking.

Joanna Wong is Director, SIATP. This article is based on SIATP’s Tax Excellence Decoded
session facilitated by Accredited Tax Advisors (GST) Kor Bing Keong, Partner, and Chew
Boon Choo, Director, Ernst & Young Solutions LLP. For more tax insights, please visit SIATP.
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BY

FELIX WONG
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When does tax planning become tax avoidance? Although it is a seemingly easy question,
there is no easy answer.

SECTION 33 OF ITA
Singapore’s general anti-avoidance rules (GAAR) are found in Section 33 of the Income Tax
Act (ITA).
While Section 33(1) is very widely drafted and may potentially cover any tax beneﬁts arising
from an “arrangement”, Section 33(3)(b) limits the scope of Singapore’s GAAR and
speciﬁcally excludes “any arrangement carried out for bona ﬁde commercial reasons and
had not as one of its main purposes the avoidance or reduction of tax”.

Liu Hern Kuan, Head of Tax, Rajah & Tann Singapore LLP, threw light on the topic of anti-avoidance.

The term “one of the main purposes” suggests that it is possible for an arrangement to
have multiple main or even secondary purposes. It also suggests that as long as the
avoidance or reduction of tax is a secondary purpose (or incidental to the arrangement),
such arrangement should not be caught by Singapore’s GAAR on the basis that it is carried
out for bona ﬁde commercial reasons. This was explained by Liu Hern Kuan, Head of Tax,
Rajah and Tann Singapore, at a recent Tax Excellence Decoded session by the Singapore
Institute of Accredited Tax Professionals (SIATP).
Section 33 allows the Comptroller of Income Tax (CIT) to impose tax to counteract the tax
advantage obtained or obtainable from an arrangement, but does not confer CIT the power
to impose a penalty on the taxpayer.
Until the Court of Appeal of Singapore (CA)’s landmark decision in AQQ v CIT [2014] SGCA
15 (AQQ case), there had been no guidance on the interpretation of Section 33, and
interpretation of Singapore’s GAAR had been at best ambiguous.

Section 33 allows the Comptroller of Income Tax (CIT) to impose tax to
counteract the tax advantage obtained or obtainable from an arrangement,
but does not confer CIT the power to impose a penalty on the taxpayer.
THE AQQ CASE: THE FACTS
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5206
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AQQ was incorporated in Singapore as part of a corporate restructuring exercise in a
Malaysian-listed group (B Group). To ﬁnance the acquisition of several subsidiary
companies in Singapore, AQQ issued interest-bearing Fixed Rate Notes to N Bank.
In due course following the restructuring, AQQ received franked dividends (which carried
tax credits available for set-oﬀ against AQQ’s chargeable income) from its subsidiary
companies under the previous full imputation system.1 AQQ also incurred interest expense
on the Fixed Rate Notes to N Bank. Essentially, AQQ sought to deduct interest expense
from the dividend income, and at the same time, claim tax credits from the franked
dividends.
The transactions from the restructuring resulted in AQQ obtaining $225 million from N
Bank; the entire sum was returned to N Bank on the same day following a circuitous route.
There was in essence no genuine loan, and the restructuring exercise was planned based
on N Bank’s concept paper, which indicated that the entire saving relates to tax credit
refund.

THE AQQ CASE: THE CONSIDERATIONS
In the AQQ case, the CIT invoked Section 33 on the basis that the reorganisation of B Group
had the purpose of tax avoidance, was artiﬁcial and contrived, and carried out to extract
Section 44 tax credits.
In deciding whether AQQ had avoided tax, the CA suggested that the analysis on whether
there was tax avoidance should take the following steps:
1
2

3

Consider whether Section 33(1)(a), (b) or (c) applies;
If Section 33(1) applies, whether the statutory exception in Section 33(3)(b), viz. the arrangement was
carried out for bona ﬁde commercial reasons and had not as one of its main purposes the avoidance of
tax, applied to the arrangement;
If exemption in Section 33(3)(b) does not apply, whether the use of the speciﬁc provision in the ITA from
which the tax advantage is derived is consistent with Parliament’s contemplation and purpose behind the
speciﬁc provision, both as a matter of legal form and economic reality within the context of the entire
arrangement.

Whether Section 33(1) applies
The CIT argued that the reorganisation of B Group is a composite scheme comprising both
the corporate restructuring and ﬁnancing arrangement. The CA accepted that the CIT was
entitled to treat the arrangement as a composite scheme, and agreed with the CIT that the
scheme falls within the deﬁnition of “arrangement” under Section 33(2) of the ITA.
Applying the predication principle2, the CA found that Section 33(1) would apply as AQQ
had avoided tax liability (which otherwise would have been imposed if not for the interest
deduction generated) through the arrangement.
Whether the statutory exception in Section 33(3)(b) applies to the arrangement
Based on Section 33(3)(b), Singapore’s GAAR do not apply to any arrangement carried out
for bona ﬁde commercial reasons and where the avoidance or reduction of tax is not as
one of its main purposes.
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5206
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In the AQQ case, while there may have been bona ﬁde commercial reasons for entering
into the composite scheme, such commercial reasons oﬀered by AQQ related only to the
corporate restructuring and not the ﬁnancing arrangement.
Moreover, the oral evidence given by the Chief Financial Oﬃcer of B Group indicated that
one of the main purposes of the arrangement was to extract tax credits. It was thus
concluded by the CA that the ﬁnancing arrangement did not fall within the statutory
exception in Section 33(3)(b).
Whether the tax advantage obtained arose from the use of a speciﬁc provision in the
ITA is consistent with Parliament’s purpose behind the speciﬁc provision
As AQQ was unable to avail itself of the statutory exemption under Section 33(3)(b), the CA
applied the “scheme and purpose approach” as adopted by the majority in the New Zealand
case of Ben Nevis [106] cf [104b] to determine whether the tax advantage obtained arose
from the use of a speciﬁc provision in the ITA consistent with Parliament’s purpose in
enacting such provision. Essentially, the “scheme and purpose approach” suggests that a
purposive interpretation of the provisions should be adopted.
Other relevant factors to be considered when determining whether a tax avoidance
arrangement exists include:
1
2
3
4
5

Manner in which the arrangement was carried out;
Role of all relevant parties and any relationship they may have with the taxpayer;
Economic and commercial eﬀect of documents and transactions;
Duration of the arrangement;
Nature and extent of the ﬁnancial consequences that the arrangement has for the taxpayer.

In AQQ’s case, it was found that the payment of interest did not incur any real economic
costs within the B Group as a whole. Applying the scheme and purpose approach, the CA
did not think it was within Parliament’s purpose that deductions for interest expenses
should be made to reduce the quantum of assessable dividend income (when there were
no real economic costs incurred). As such, it was found that the tax advantage obtained did
not arise from the use of a speciﬁc provision in the ITA consistent with Parliament’s
purpose.

IRAS’ E-TAX GUIDE
More recently, the Inland Revenue Authority of Singapore (IRAS) issued an e-Tax Guide to
clarify its approach to the construction of the general anti-avoidance provisions in Section
33.
In the guide, IRAS drew extensively on the principles mentioned by the CA in the AQQ case,
and provided examples of arrangements which it would regard as having the purpose or
eﬀect of tax avoidance within the meaning of Section 33(1) of the ITA. These examples are
classiﬁed into four broad categories:
1
2
3
4

Circular ﬂow or round-tripping of funds;
Set-up of more than one entity for the sole purpose of obtaining tax advantage;
Changes in the form of business entity for the sole purpose of obtaining tax advantage, and
Attribution of income that is not aligned with economic reality.

http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5206
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The examples show that an arrangement would generally be regarded by IRAS to have the
eﬀect of tax avoidance if it can be objectively ascertained and deduced that the
arrangement was implemented to obtain tax beneﬁts as stated in Section 33(1), and that
tax avoidance was one of the main purposes in the stipulated arrangement or that the
arrangement was not carried out for bona ﬁde commercial reasons.
While the examples do not clarify how Section 33 is to be applied per se, they are useful in
helping taxpayers understand the types of arrangements that are generally frowned upon
by IRAS. However, based on the AQQ case, it would appear that in determining whether an
arrangement is considered to be tax avoidance, the intent and purpose behind the
arrangement must be considered.
To justify that their transactions are not tax avoidance, businesses must be able to
demonstrate that these transactions are carried out for bona ﬁde commercial reasons, and
that the avoidance or reduction of tax (if any) is not one of the main purposes of the
transactions. Often, contemporaneous documentation is the answer when queried by the
tax authorities.
For example, if a company is able to produce the minutes of a Board Meeting (which
articulates the commercial reasoning behind the Board’s decision to undertake a
transaction at a given time), it would greatly assist the company in satisfying the CIT that it
has not engaged in tax avoidance arrangements. Other contemporaneous documentation
may include letters, emails and other correspondences at the time the arrangement was
set up or carried out.
In this era of heightened international attention and public interest on tax avoidance, it is
perhaps wise for businesses to tread carefully and avoid engaging in (or be perceived to
engage in) tax avoidance schemes. Keep things simple. Stay genuine.

Felix Wong is Head of Tax, SIATP. This article is based on SIATP’s Tax Excellence Decoded
session facilitated by Liu Hern Kuan, Head of Tax, Rajah & Tann Singapore LLP. For more tax
insights, please visit SIATP.

1

Prior to 1 Jan 2003, Singapore operated a full imputation system for all companies where
corporate income was only subject to tax once at the shareholders’ level at their respective
marginal income tax rates.
2

The predication principle requires a consideration of whether one can objectively
ascertain from the observable acts by which an arrangement is implemented and deduce
that the arrangement was implemented in a way so as to obtain the tax beneﬁt stated in
any of the limbs in section 33(1).
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The book provides a framework for evaluating the many opportunities, costs, and risks of
multinational operations. It includes up-to-date coverage of traditional topics and information
useful to practitioners, best practices and theory. With a suite of practical tools for operating in
the real world, it empowers readers to build a solid foundation in corporate finance and build a
competitive edge into the everyday world of international financial management.

BUY NOW

S$49.17 including GST

THE LEAN BOOK OF LEAN
This book provides a succinct overview of the concepts of Lean, explains them in everyday
terms, and shows how the general principles can be applied in any business or personal
situation. Disengaging the concept of Lean from any particular industry or sector means readers
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can apply them anytime, anywhere. Practical tips, hints and additional insights with illustrative
examples are also provided.

BUY NOW

S$74.85 including GST

WARRANTY FRAUD MANAGEMENT
Packed with actionable guidelines and detailed information, this book lays out a system of
efficient warranty management that can reduce costs without upsetting the customer
relationship. It offers the whole spectrum of warranty fraud, from simple sloppy procedures to
systematic organised crime, and gets to know the fraudulent parties, the victims, as well as the
objectives and methods of the fraudulent activities in different scenarios.
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1) In “Legal Framework for the Accounting Profession in Laos”, the Lao legal framework for
the accounting profession is strongly aligned with international standards and allows for
http://journal.isca.org.sg/#!edition/editions_nov2016/article/page5223
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the improvement of ﬁnancial reporting credibility and liberalisation of professional
accountants.
A) True
B) False
2) In “Anti-money Laundering”, accountants should go to the authorities only if they have
concrete proof of money-laundering activities.
A) True
B) False
3) In “Away with Ambiguity on Anti-avoidance”, at a time of heightened international
attention and public interest on tax avoidance, it is advisable for businesses to tread
carefully and avoid engaging in (or be perceived to engage in) tax avoidance schemes.
A) True
B) False
Congratulations
October quiz winners
1) Ker Chung Wei Sxxxx174-C
2) Wong Yak Hien Sxxxx911-A
3) Chui Chin Hoi Sxxxx931-J

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