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“We are hoping to further
strengthen our brand, as we
believe members will benefit from
a more distinct CPA image, and
from the public being more aware
of what we do as a profession.”
Dear members,
The Institute has been busy these
few weeks outreaching to various
stakeholders. The Chief Executive
and I are paying courtesy visits
to financial regulators, chambers
of commerce and other major
organizations. At meetings with
their senior management, we update
them on the latest developments of
the profession, exchange views on
matters of common concern and
interest, and explore opportunities
to work together on business and
other public interest issues.
We also deepened our outreach
to frontline reporters and chief
editors by organizing networking
lunches, which have proved
to be very valuable in getting
them to understand more about
the versatile roles of CPAs. A
workshop on the new auditor
report for the media is also taking
place at the end of this month.
In addition, I am delighted to
have the opportunity to talk to many
university students in Hong Kong
and the Mainland, to inspire them in
pursuing an accounting career, and
explain how our new Qualification
Programme can support them.
At a seminar on 8 March,
organized by the Association of
Women Accountants (Hong Kong)
and EY to celebrate International
Women’s Day, I was able to talk

to the audience about my career
path and bring out a positive
message that celebrates the great
achievements of women.
With these relationship-building
activities, we are hoping to further
strengthen our brand, as we believe
members will benefit from a more
distinct CPA image, and from the
public being more aware of what
we do as a profession.
As for our direct support to
members, the new Financial Controllership Programme will be
offered from May to October after
the success of the pilot run last year.
It is a unique, tailor-made, practical
training programme that provides
participants with insights on how to
become a leader in finance and add
value to businesses.
Course directors and facilitators
who are seasoned professional
accountants in business will cover
the following modules, which
are core functions in today’s
organizations: management
competency development,
accounting for performance and
decision making, strategic finance,
risk management and corporate
governance, and business ethics.
Meanwhile, various member
forums continue to take place
this year. This includes one for
our small- and medium-sized

practitioners next month, which
will address issues concerning
them, such as the application of
new standards.
As regulation on anti-money
laundering and terrorist financing
is one of the major concerns for
members, we held a seminar earlier
this month to help them understand
more about the government’s
related consultations and how they
will affect them. We will look into
the feedback received and see how
to incorporate them into our final
submission.
The Council held an away day
this month to review the progress
made in the fulfilment of the Sixth
Long Range Plan. We looked into
what we have achieved so far and
the tasks ahead as we develop the
Seventh Long Range Plan for the
next five years. In particular, we
discussed the major developments
in Hong Kong, China and internationally that have an impact on the
profession, the implementation of
the new QP, a digital strategic plan
to support members, the impact
of audit regulatory reform, as well
as branding and communication
strategies.
We will keep updating you and
look forward to your feedback to
ensure that the Institute’s strategies
can support your growth.

Mabel Chan
President
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Compliance-related reports published

The Institute recently issued two new
compliance-related reports, Compliance
Process Review Report 2016, covering
findings and recommendations
made by the Institute’s Regulatory
Accountability Board on the
performance and operations of
the Compliance Department, and
Compliance Operations Report 2016,
summarizing the activities of the
Compliance Department last year.
The RAB conducted its fifth
process review of the operations of
the Compliance Department in 2016.
The purpose is to enhance the RAB’s
oversight of the department’s key
operations in case handling by:
• Assessing whether the department
adheres to established internal
procedures when handling
complaints, investigations and
disciplinary cases;
• Evaluating the adequacy of internal
procedures applied; the adequacy
and appropriateness of information
gathered during case handling; and
the time taken to process cases; and
4 March 2017

• Identifying areas that require
improvements and implementing
recommendations.
The cases were selected for review
from 113 cases completed during the
period beginning 1 October 2015 to
30 September 2016.
From the total population, the RAB
chairman selected 22 cases for review
based primarily on public interest and
completion time. The selection included
nine disciplinary cases, seven Resolution
by Agreement cases, five complaints
and one investigation. The RAB paid
specific attention to the assessment of
case gravity in each case.
RAB found that all selected cases
were handled by the Compliance Department in accordance with established
internal procedures, and it made recommendations for improvements on timing.
Meanwhile, Compliance Operations
Report 2016 sets out the department’s
key activities and statistics for the year.
As part of its regulatory function, the
Institute addresses complaints concern-

ing ethical and professional conduct
of its members, member practices and
registered students.
Complaints are objectively analysed
by the department to determine if there
is reasonable suspicion that a prima facie
case exists. Before conducting enquiries
of members, the department will ensure
that the subject matter is:
• Within the jurisdiction of the
Institute; and
• Supported by sufficient evidence.
In 2016, the Institute received 92
complaints, including those originated
from the Institute, and received from
other regulators and external parties.
The Professional Conduct Committee
resolved 90 complaints while
Disciplinary Committees issued 12
disciplinary orders during the year.
There were 14 cases concluded by
Resolution by Agreement.
The two reports, as well as more
details about the roles and processes
of the department, are available at the
Institute’s website.
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21

Complaints resolved by
Professional Conduct Committee in 2016

41

Recommended for referral to Disciplinary Panels

90
complaints

15

Recommended for Resolution by Agreement
Issue of disapproval letter
Dismissed and issue of advisory letter

2

Dismissed

11

Sanctions imposed by
Disciplinary Committees in 2016

2
1

Reprimand and penalty

12
Orders

1
2

6

Removal
Cancellation of Practising Certificate
Cancellation of Practising Certificate
and penalty
Cancellation of Practising Certificate,
reprimand and penalty
Source: Compliance Operations Report 2016

Feedback needed on
implementation of the
Integrated Reporting
Framework
The International Integrated Reporting Council is inviting feedback on
the implementation of the International <IR> Framework from those
involved with preparing integrated
reports, providers of financial capital
and other users of integrated reports,
as well as policymakers, regulators,
standard setters, assurance providers
and academics. The insight gathered
will help ensure the work of the IIRC
is responding to market needs for

Aspiring and recently appointed
financial controllers, current financial
controllers who wish to refresh their
skills, and members preparing to
move from practice into business
are among those who will benefit
New Financial Controllership from this 16-day programme. It will
Programme launched
be delivered by experienced course
The Institute is officially launching the directors and facilitators who are
Financial Controllership Programme
professional accountants in business.
in May following the success of
Upon successful completion of the
the pilot run last year. This tailorprogramme, participants will be
made, practical programme aims to
awarded a certificate by the Institute.
develop competencies of participants
Interested members can find more
so that they can become finance
details on the Institute’s website and
leaders and add value to businesses.
must enrol by 28 April.

guidance and research. The Institute
will be providing feedback to the IIRC.
Members can send their views to the
Institute’s Standard Setting Department (outreachhk@hkicpa.org.hk).
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PwC partners
banned after
Oscars
fiasco

Two PwC partners responsible for La La Land being wrongly
named best picture at the Academy Awards in February have
been banned from working at the Oscars again. The Academy
President, Cheryl Boone Isaacs, told The Associated Press
that PwC Managing Partner Brian Cullinan and Tax Partner
Martha Ruiz, who were in charge of handling the winners’
envelopes at the show, have been “permanently removed from
all film academy dealings.”
“They have one job to do. One job to do!” she told AP,
adding, “obviously there was a distraction.”
PwC, which has faced a major blow to its reputation since
the mistake, has taken full responsibility for the gaffe. After
the ceremony, it confirmed in a statement that Cullinan
“mistakenly handed the back-up envelope for Actress in
6 March 2017

a Leading Role instead of the envelope for Best Picture to
presenters Warren Beatty and Faye Dunaway. Once the error
occurred, protocols for correcting it were not followed through
quickly enough by Mr. Cullinan or his partner [Ruiz].”
The award was eventually handed to the correct winner,
Moonlight, after three La La Land producers had already given
their acceptance speeches. The BBC described the incident as
“the biggest mistake in 89 years of Academy Awards history.”
PwC’s statement added: “For the past 83 years, the
Academy has entrusted PwC with the integrity of the awards
process during the ceremony, and last night we failed the
Academy.”
The Academy is now reviewing its long-standing
relationship with the firm, according to media reports.
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A world of numbers

Accounting chief switches social networks
Facebook announced this month that it has appointed
Susan Taylor, the Vice President, Controller and
Chief Accounting Officer of LinkedIn, as its new
chief accounting officer, effective 17 April. She
will replace Jas Athwal, who left the company in
February. Taylor, who had been with LinkedIn since
January 2012 following stints with Silver Spring
Networks, Yahoo and PwC, will resign from the
professional social network effective 24 March.
Big Four compete with investment banks
The Big Four firms have advised on cross-border
acquisitions by Mainland China companies in 2016
worth US$8.6 billion, up from US$2.2 billion the year
before, according to data from Thomson Reuters. The
increase in size and number of China outbound deals
on which the firms have been lead advisers reflects
how they are going head-to-head with investment
banks in the Mainland, reports the Financial Times.
“We are a boutique investment bank in the way we are
working now,” Gabriel Wong, PwC’s Head of China
Corporate Finance, told the FT. Erica Su, Head of EY’s
Transaction Advisory Services for Greater China,
added that consumers are now keen for “one-stop shops
with advisory and due diligence.”
U.S. companies face accountant shortage
Companies in the United States are scrambling to
find technical accountants amid recent changes to the
generally accepted accounting principles that govern
U.S. financial reporting. The new rules affect the
way companies book revenue and report the value of
leases held on their balance sheets. However, finding
accountants who can ensure that management and
staff comply with the rules is reportedly difficult as
companies increasingly compete for talent with the
large firms. Stephen Rivera, a senior director at Johnson & Johnson, told The Wall Street Journal that “the
big accounting firms are taking them all.”
CPAs see industry accounting as less ethical
Industry and government accountants find the ethical environment around them to be
inferior to public accounting firms or the Big Four, according to a new study that appears
in the journal Behavioural Research in Accounting. The study, published by the American
Accounting Association, also finds government accountants particularly sceptical about
their ethical work environment. Researchers surveyed 904 accountants for the survey.
They attributed the high perception of ethics among Big Four accountants to the emphasis
on ethics training by the firms following the scandals of the early 2000s.

100%
The percentage of tax
executives in the U.S.
who believe tax reform is
somewhat likely following
the widely debated initiatives
put in place recently by
the Trump administration,
according to the third annual
BDO Tax Outlook Survey.

25%
The percentage of hi-tech
industry executives around the
world who identified Shanghai
as the world’s next leading
technology innovation hub in
the next four years, potentially
rivalling San Francisco and
Silicon Valley, according to a
KPMG survey.

50.1%
The percentage of taxpayers
who feel that accountants are
sometimes helpful, compared
to those who see them as
overpriced (21.4 percent) and
those who see them as a “scam”
(4.5 percent), according to a
survey conducted by consumer
finance website WalletHub.
Correction: In A Plus’ January
issue print version, the How-to
column, How to refine business
etiquette, had copy-editing
errors. The correct version can
be read on the January issue
digital version at www.hkicpa.
org.hk/aplus.
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William B. Thomas

 Caterpillar accused of dubious tax practices

Caterpillar’s shares fell following a report claiming that it failed
to comply with United States tax and financial reporting rules
in an effort to maintain a high stock price. The New York Times
reviewed a government-commissioned report that investigated the
heavy machinery maker’s tax practices. According to the report,
Caterpillar returned an estimated US$7.9 billion in funds structured as loans to the U.S. from its Swiss units and other affiliates,
and did not report on it for tax or accounting purposes. A Caterpillar representative said the company has not seen the report, and
therefore will not give comment.

New chairman of KPMG elected

William B. Thomas has been elected Chairman of KPMG International for a four-year term, effective 1 October. He will succeed
John B. Veihmeyer, who is retiring from the firm in September.
Thomas was chief executive officer and senior partner of KPMG in
Canada from 2009 to 2016. He has served as Chairman of KPMG’s
Americas region since 2014 and has been a member of the Global
Board since 2009. “I intend to build on the foundation John has put
in place, and help KPMG’s 190,000 professionals around the world
to fulfil their potential and bring their best in meeting the rapidly
expanding needs of clients,” he said in a statement.

R
 angers’ big tax case reaches Supreme Court

The highest court in the United Kingdom will decide this month
whether Rangers Football Club’s use of employee benefit trusts
to pay its footballers and staff in tax-free loans between 2001 and
2009 broke tax rules. HM Revenue & Customs claimed that the
Glasgow football club was liable for a £46.2 million bill because
it used payments to trusts in Jersey to fund the loans to their
employees. The two-day hearing, which is part of a long-running
court dispute that began in 2012, will examine an appeal arising
from the Scottish Court of Session, which sided with HMRC in
November 2015.

 Bitcoin prices exceed gold

The price of bitcoin surpassed the value of a troy ounce of
gold (approximately US$1,265) and reached a historic high of
US$1,287.5 this month, as traders speculated on the establishment
of the first-ever bitcoin-based exchange traded fund. “The bitcoin
ETF proposal in the United States could be a catalyst for the
recent price rally,” Cheung Chun-yin, PwC China Fintech Partner,
told the South China Morning Post. Despite the surge in price,
bitcoin trading remains volatile, with China imposing stricter
trading regulations on the country’s top bitcoin trading platforms
following a bitcoin market crash.
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BRIGHT LIGHTS,
SMART CITY
How smart is Hong Kong by global standards? While
the government commissions a consultation over its
Smart City Blueprint to address urban challenges,
George W. Russell looks at the potential upsides – a
better Octopus card – and downsides, such as threats
to data security and privacy
Illustrations by Gianfranco Bonadies
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lbert Wong has a dream. The first
fully self-driving car in Hong Kong
will make its maiden journey past
his office window at the Hong Kong Science
and Technology Park in Pak Shek Kok, near
Sha Tin. “Autonomous driving is the future,”
he declares with enthusiasm. “There will be
no traffic lights. Our grandchildren will not
need drivers’ licences.”
Wong, Chief Executive Officer of the
Hong Kong Science and Technology Parks
Corporation, the government-owned for-profit
entity that runs the park, may well get his
wish in the future. But, he adds, the road to the
realization of self-driving cars in Hong Kong
will be anything but smooth.
“For that I have to deal with the Transport
Department,” Wong says, with a resigned
shrug. “Regulatory is a big obstacle that we
have to deal with.” He points to Uber, the
ride-hailing company, as an example. “Uber
is an innovation,” says Wong. “In a typhoon or
rainstorm you can’t get a taxi but you can call
an Uber. But Uber is illegal. The government
does not know how to regulate it.”
Wong believes bureaucrats can sometimes
get in the way of innovation. Yet, it is the Hong
Kong government that has been given the
driving role in the bid to develop a so-called
“smart city.”
Outgoing Chief Executive C. Y. Leung said
in his final Policy Address in January: “The
government is committed to developing Hong
Kong into a smart city by using innovation
and technology to enhance city management
and improve people’s livelihood.”
For many people, a smart city is a
digital city, connected through Wi-Fi, and
with utilities such as power and transport
crunching real-time data on usage through
the “Internet of Things” that integrates
everything from transformers to toasters.
But what really makes a city smart? “Our
definition of smart city is all about how a city
maximizes its assets for the benefit of the
community,” says Stephen Woolley, Advisory
Services Partner at PwC in Hong Kong
and Founding Member of the PwC Global
Transformation Leadership.

In 2016, the Office of the Government Chief
Information Officer commissioned PwC to
conduct a study of the Smart City Development
Blueprint to develop those assets. “When I talk
about assets, that includes natural assets such
as its geography, its location in the world, its
people, its government and its infrastructure,”
says Woolley.

Defining intelligence
The term “smart city” in its technological
sense emerged in Japan in the 1980s as a
development of “smart buildings” in the
United States that could automatically sense
when to operate lights, heating and other
services according to demand.
In 1987, the Japanese government
announced a scheme in which computers
would link schools, banks, department
stores, city halls and other sites in 22
municipalities to create the first “smart
cities.” Residents could pay bills, order goods
and even register pet dogs from home in an
early form of online commerce.

“How well
entrepreneurs,
corporations and
governments work
together will determine
how effectively cities
can transform to build
a better working
urban world.”
Since then – with the emergence of faster
computers and better bandwidth – many cities
have sought to become smart. “The essence of
a smart city strategy is to tackle and manage
current challenges while providing all
people with a high-quality life,” says Maria
Vassilakou, Vice-Mayor of Vienna.
From now until 2050, the global urban
population is set to increase by about 2.5

billion people. “This unprecedented level of
urbanization brings both opportunities and
risks to businesses, governments and society
at large,” says Michael Littlejohn, Global
Smart Cities Leader at EY in New York.
A lot is at stake. EY estimates the global
budget for smart city initiatives to reach
US$1.3 trillion by 2020. “Technology alone
can’t solve the social, environmental and
logistical issues that growing cities face,” says
Littlejohn. “How well entrepreneurs, corporations and governments work together will
determine how effectively cities can transform
to build a better working urban world.”
In Hong Kong, the concept of a smart
city was announced in Leung’s 2015 Policy
Address. He announced that the Kowloon East
development, covering Kowloon Bay, the old
Kai Tak airport site and Hung Hom, would be
a smart city pilot zone.
There, technology would be employed to
enhance pedestrian and vehicular accessibility, manage district facilities and disseminate
information to the public in digital format
with a view to making the area a better place
for work and play, the government said.
The HK$5 million PwC study,
which covers policy objectives and
strategy, development plans, governance
arrangements, digital infrastructure, open
data sharing and public-private collaboration,
is scheduled for completion in the middle of
this year.
Its results, according to both the
government and PwC, will form a basis for
the Smart City Blueprint, which is expected to
guide policy until 2030. “Groups, individuals
and organizations will be asked to provide
commentary,” says Woolley.

Smart and smarter
Not everyone agrees with such a consultative
approach. “The survey is an out-dated
form of collecting information,” says Gene
Soo, General Manager, of Citymapper, an
online public transport application. “It is
slow and provides only a snapshot in time
and a segment, a partial demographic, of
information.”
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“Any improvements to liveability that this
funding can deliver will translate directly into
improved competitiveness for Hong Kong,
which is a really tangible benefit.”
Soo, a serial entrepreneur who
cofounded StartupsHK, says he is
concerned that Kowloon East is
being looked at as an “app” rather
than an evolving environment.
“Given that consumers are used
to well-designed and usable apps,
creating a one-off app without
iteration and expecting widespread
adoption is impossible,” he says.
“An app needs to live and breathe
user experiences and through that,
continue to improve.”
To be sure, Hong Kong was once
considered a very smart city, with its
extensive public transport network
and near-universal Octopus fare card,
high-tech identification card system
and even the use of high-capacity
escalators as commuter transit.
“Hong Kong in a number of ways
is already quite smart,” says Woolley
at PwC. “Certainly, if you look at
the various indices that are used to
measure cities around the world,
Hong Kong always appears at the top
end of the table.”
Then the city’s technological
prowess slowed down. “Take
Octopus as an example,” says Soo at
Citymapper. “For a long time, Hong
Kong had been a leader in contactless
payments, having deployed a
system that has one of the world’s
highest penetration of usage both
by merchants and consumers, and
went far beyond its initial use of just
within transportation.”
Now, other cities have caught up
or moved ahead by using alternative
methods such as credit cards and
mobile near-field communication
such as Apple Pay and Android
Pay. “The new systems allow easy
tracking via an online console or
app,” says Soo. “Try figuring out how
you spent your Octopus credit and
you will see why.”

Activists hope the Smart City
Blueprint can help Hong Kong
get back on track. “There is much
more that can be done,” says Adam
Koo, Chief Executive Officer of the
Business Environment Council, a
nongovernment organization that
advocates clean technologies to
reduce waste and conserve resources
and the environment.
“We can be more innovative and
faster in our adoption of new technology and systems,” Koo adds, “such
as electronic road pricing, effective
harbour tunnel pricing, bus priority
junctions, smart traffic management,
systems for finding parking as well
as smart meters and grids that can be
introduced in the near term.”

Risks versus rewards
The Hong Kong government has so
far allocated about HK$18 billion
to smart city funding. That level
of investment, says Agnes Wong,
Partner at PwC and a member of the
Hong Kong Institute of CPAs, means
the business community is upbeat
about the potential upside.
“The government is looking at
how investment in innovation and
technology can improve liveability,”
says Wong. “Any improvements
to liveability that this funding can
deliver will translate directly into
improved competitiveness for Hong
Kong, which is a really tangible
benefit.”
Foreign investors would like to
see smart city initiatives with crossboundary coordination. “The private
sector in Hong Kong is extremely
excited about the huge potential
benefits of a smart city strategy,”
says Walter Dias, Chairman of the
American Chamber of Commerce in
Hong Kong. “We hope the government will closely engage leading

businesses, and other public stakeholders here and in Shenzhen.”
To achieve smart city status,
authorities and promoters will have
to overcome a common suspicion
that personal data is not secure.
“There’s lots of rumour, innuendo
and fiction as well as fact that gets
introduced to that argument,” says
Woolley at PwC, who says cybersecurity revolves around education,
transparency and risk management.
“We need to have a level of
public education around what the
actual risks are,” he says. “Then
if a government is starting to look
towards using data for the benefit of
citizens, they need to be transparent
about how that data is going to be
used,” he adds.
Risk management, says Woolley,
is about understanding different
types of data. “When [data] is
anonymous the risks are obviously
less than personally sensitive
information, which could be to the
detriment of individuals,” he says.
“Balancing your regime control and
usage is an important part of any
smart city programme.”
Meanwhile, Wong at Hong Kong
Science and Technology Parks
Corporation wants to turn part of the
science park into a smart city test
bed. “We have a sandbox and open
days where people can play around
with and access data from bus
companies or hospitals.”
That, he acknowledges, will
require further talks with the Hong
Kong government. “I try to work
with the bureaus and help educate
them, and bring in regulatory experts
to talk to Hong Kong regulators,” he
adds. “The government plays a big
role in the future of Hong
Kong. You have to help them
see the future.”

In the 2016
Policy Address,
the outgoing
Chief Executive
re-affirmed the
government's
commitment to
building Hong
Kong as a smart
city, with the
dual objectives
of driving the
city’s economic
development and
also improving
citizens' quality
of living. It is now
formulating a
blueprint for smart
city development
in Hong Kong,
covering policy
objectives,
strategy,
development plans
and infrastructure.
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Curtis Ng

The Convenor of the Institute’s
Budget Proposals Sub-committee on
how the Hong Kong budget benefits
many, but is not without confusion

2017-18 Hong Kong budget:
A prudent step in the right direction

D

espite the volatile global
economic climate, Hong
Kong once again enjoyed
a higher-than-expected surplus of
HK$92.8 billion – a record high since
the 2008 financial crisis. The surplus is
mainly due to a high level of revenues
from land sales and stamp duty. Land
revenue alone accounted for nearly
20 percent of the total government
revenue, compared to 13.5 percent the
year before.
Even though he has more money
at his disposal, the new Financial
Secretary Paul Chan chose not to
deviate too much from the prudent
approach adopted by his predecessor.
Indeed, it is perhaps not unreasonable
to assume that the basic framework
of this year’s budget would have been
substantially finalized by the time
Chan took over his new post about two
months ago. This may explain the many
similarities with prior years’ budgets
such as the Profits Tax and Salaries
Tax payable rebates, rates waiver
and an extra one month’s allowance
to qualifying recipients in relation to
social welfare schemes.
Chan however went with a different
direction when spending the surplus.
Instead of depositing the surplus into
the Future Fund, set up in 2015, he
proposed to spend HK$61 billion, or
about 65 percent of the surplus on
services for the elderly and the disabled,
sports, innovation and technology, and
youth development.

Relief measures are welcome –
missing the “n-nothings”

While the HK$33 billion worth
of relief measures continued to be
generally welcomed by the public,
many still believe that the proposals
mostly benefit the middle class. Sadly,
the budget is seen as overlooking the

immediate needs of “n-nothings” –
low-income people who do not own
property, do not live in public housing
and do not receive any government
assistance. Of course, the HK$30
billion earmarked to strengthen elderly
services and rehabilitation services
for those with disabilities is a step in
the right direction especially with the
growing concern about Hong Kong’s
ageing population. With the unexpected
surplus, the government is indeed in a
very good position to offer immediate
assistances to the underprivileged.

E-car registration waiver cap –
interesting reasons

Climate change and pushing towards
environmentally friendly measures
and technology are often in the
headlines. Many countries, including
China, put these issues at the top of
their socio-political agendas. Hong
Kong rightfully implemented the full
waiver of the first registration tax for
electric cars in the past. Therefore, the
announcement of this measure ending
on 31 March to be replaced by a tax
reduction capped at HK$97,000 for
electric private cars confused many
people. The rationale given for this
decision was to curb car growth and
improve traffic. However, without a
corresponding increase on the cost of
buying a fossil fuel car, I am afraid
these objectives will not be achieved.

Set up of a tax policy unit – a good
idea but it depends on the details

Tax practitioners were all cheering
when Chan announced the proposed set
up of the tax policy unit in the Financial
Services and the Treasury Bureau. The
unit will comprehensively examine the
international competitiveness of Hong
Kong’s tax regime and address the long
recognized problem of its narrow tax

base. We have had similar discussions
in past years especially when Hong
Kong faced budget deficits. However,
in times of budget surpluses (as seen
in recent years), public pressure on
keeping everything status quo and
avoiding significant changes to our tax
policies usually prevails.
I believe the days when Hong Kong
can solely rely on its low tax rate and
simple system of taxation to remain
competitive are numbered. As Chan
rightfully pointed out, the widespread
adoption of tax concessions and
increasing trend of reducing tax rates by
a large number of countries necessitate
a structured and comprehensive review
of Hong Kong’s tax policies and goals.
The unit’s objectives, however, should
not be just focusing on widening the
tax base. Rather, it should put more
resources in finding ways of increasing
Hong Kong’s competitiveness while, at
the same time, formulating tax policies
that are aligned with international
efforts to counter base erosion and
profit shifting.
While the establishment of the tax
policy unit is a welcome move, its
composition and scope of work are
extremely important. For example,
as set out in the Institute’s budget
submission, the unit should include
taxation and industry experts,
economists, academics, and investment
promotion agencies. In addition,
the unit should look at modernizing
the Inland Revenue Ordinance, to
accommodate new business models
and to provide clarity of treatment. As
this proposal is unlikely to progress far
within the next few months, I hope that
the new administration will be equally
supportive of the setting up of a tax
policy unit. A comprehensive review of
Hong Kong’s tax regime is definitely
long overdue.
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MEET MABEL
In her first interview with A Plus as Institute President, Mabel Chan
talks through plans to help members flourish in a growing and
transforming profession, her goals for this year and the opportunities
for Hong Kong accountants to shine. Jemelyn Yadao reports
Photography by Juliet Shayne Lui

A

mid the current spate of mergers
and acquisitions, Mabel Chan
recalls her days riding the rocky
wave of organic growth after she set up her
own accounting firm in 1999. “Company
secretarial services and auditing services
were my main streams of work, and
then in 2005, things changed,” says the
Hong Kong Institute of CPAs President,
referring to the year that listed companies
were required to include their corporate
governance practices in their annual
report, including compliance with the
corporate governance code.
She started offering risk management
and internal audit services to clients – a
role traditionally served by the more
deeply resourced Big Four. “It was
exciting but risky. It was difficult to get
clients at first but we got through it. I
hired experts to head the new departments

and provide those services to listed and
private companies.”
That inclination to “start small and
think big” made headlines just last year
when it was announced that her firm and
Grant Thornton Hong Kong had merged.
Still, she cares a lot about the development
of Hong Kong’s many small- and mediumsized firms. Many SMPs continue to
rely heavily on audit and tax services
as their main growth engines, and face
competition from accounting service
providers who are not registered CPA
firms. Chan advises them to continue to
keep up-to-date and look for opportunities
to expand to meet the challenges also
brought by digital developments.
“Diversifying all depends on your
capabilities and resources,” says Chan.
“I would say, find out more about
international accounting alliances

available to you, or find merger partners
locally or in Mainland China to serve
Mainland clients better. And of course,
build up networks through participating in
Institute events.”
Strengthening and communicating to
all membership groups, not just SMPs,
continues to be one of the Institute’s most
pressing tasks, observes Chan, given that
membership has become younger and
more diverse. “The number of members
has increased so much – we currently have
more than 40,000 – so it’s important to
have a relevant dialogue with all of them,
either through face-to-face interactions,
Facebook, the CPD and event app – which
is currently in the making – and other
digital channels,” she says.
She adds that the Institute is working
on a digital strategy project under a newly
formed digital strategy steering group,
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which is looking into how to better utilize
technology to enhance the efficiency of
the organization’s internal operations.
“We have to revamp our IT system not
only to improve the effectiveness of the
back office operations but also to serve
our members better. It’s still in the early
stages, but I’m looking forward to seeing
progress on it this year.”
Before sitting down with A Plus, Chan
had a lunch meeting with members of the
local press. As she points out, the Institute
has to put its branding strategy high on its
list of priorities, given that the last branding
exercise was done some 13 years ago. “How
can the media distinguish us from other
accounting bodies? Our members can only
benefit from a more distinct brand, and
from the increased public awareness of the
accounting profession, how we help Hong
Kong maintain its international financial
status, and how – with our skill sets – we
can lead businesses in the right direction
in this digital world.” Chan adds that as
a result of this, the Institute has recently
established a Branding and Communication
Advisory Panel.

Making progress

As part of Hong Kong’s audit regulatory
reform process, the government plans to
submit the bill to the Legislative Council
later this year. But before that happens,
clarity regarding critical areas of the reform
is needed, notes Chan.
22 March 2017

“There are still gaps between the views
of the profession and the government,
particularly over key areas such as who
will fund the operation of the Financial
Reporting Council – a very important and
practical part of the reform,” she says. “For
the purpose of ensuring audit regulation is
independent, the Institute should not have
to pay for the FRC. Since it’s being set up
to protect the interests of the investors, we
think the investors should pay for it.”
Apart from the funding issue, Chan
notes that the Institute will continue to urge
the government to provide more details
about how to separate inspection, investigation and disciplinary functions within
the independent oversight body; sanctioning guidelines; a mechanism to set up,
approve and monitor the budget of the FRC;
and composition of the FRC that, while
remaining independent, needs to include a
sufficient number of people with relevant
auditing experience and knowledge in
order to make an informed judgment on the
adequacy of audit work.
Also high on the Institute’s agenda is
keeping members abreast of international
standards on combating money laundering
and terrorist financing set out by the
Financial Action Task Force, of which
Hong Kong is a member. Earlier this month,
the Institute held a member forum to seek
members’ views after the government
issued two consultations in January, one
on enhancing anti-money laundering

“Our members can only
benefit from a more
distinct brand, and
from the increased
public awareness of the
accounting profession, and
how we help Hong Kong
maintain its international
financial status.”
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Mabel Chan has
been a Council
member of the
Institute since 2008.
She was also vice
president for the
years 2013, 2015
and 2016

regulation of “designated non-financial
businesses and professions,” including
accountants, as part of the city’s efforts to
ensure compliance with the FATF standards,
the other on the “beneficial ownership” of
companies.
“Different stakeholders within the
profession have provided their comments
on the proposals to us and now we are
finalizing our response to the government.
The next step is for us to work closely
with the government in finalizing the
legislation,” says Chan.

Future-fit plan

The Institute recently kicked off the development of its Seventh Long Range Plan, which
will guide the development of the Hong
Kong profession for the next five years. The
plan will be heavily shaped by the ongoing
impact of advanced technologies on the role
of accountants. “It will no doubt be a major
element of the plan,” observes Chan. “The
world is increasingly becoming paperless,
more digitized, so members have to adapt.”
Despite some observers forecasting how
the rise of artificial intelligence and cloudMarch 2017 23
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“There will be a lot more opportunities coming for
accountants, especially younger accountants, to
develop their careers. I would say, go out there
and be prepared for the opportunities that will be
presented one day.”

based software will bring about the erosion
of the roles of accountants, Chan sees only
opportunities. “Digitalization and automation in the business world are eliminating
some traditional parts of a CPA’s job and
freeing up their time so that they can play a
more strategic role. The skill sets required
of accountants today are different, they
have broadened,” she says.
With that, the pressure is on for the
Institute to help the new generation of
accountants be well-equipped for the future
and more advisory-oriented. “They will
need more analytical skills, soft skills,
presentations skills, skills such as turning
big data analytics into business insights, or
predicting future trends, which is why we
are devoted to ensuring a smooth transition
into the new Qualification Programme that
will train accountants to meet changing
market needs,” says Chan.
24 March 2017

A crucial component of the new QP,
which will start in 2019, is the practical
experience, Chan notes. “Getting this part
right will help Hong Kong accountants be
fit for the global market,” she says, adding
that a plan on the practical experience component should be finalized later this year.
Chan says that members, especially
young members, should also look forward
to career opportunities arising from free
trade zones. “Hong Kong CPAs can help
those international businesses attracted
to setting up branches at these free trade
zones, especially because of our experience
in serving multinational clients and Mainland companies, and our language skills. A
lot of us can speak, write and read English,
Cantonese and Mandarin, we know the
customs and culture,” she says.
There’s also the fresh opportunities
brought about by the Belt and Road initia-

tive. Chan foresees strong demand from
multinationals in infrastructure development and other companies for services
provided by Hong Kong accountants. “I
am one example – I am currently working with a telecom company founded by a
Chinese entrepreneur, and it now operates
in one of the Belt and Road countries,”
Chan explains. “There will be a lot more
opportunities coming for accountants,
especially younger accountants, to develop
their careers. I would say, go out there and
be prepared for the opportunities that will
be presented one day.”

Call to action

To Chan, the Institute’s third female
president, women CPAs are just as capable
as their male counterparts in succeeding
personally and professionally. Which is
why it didn’t take long for her to agree
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accounting degree from
City University of Hong
Kong, and received her
MBA from Hong Kong
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Technology

to speak at the Association of
Women Accountants’ seminar
celebrating International
Women’s Day on 8 March about
gender-balanced leadership at
the workplace.
“I encouraged women to
be confident and follow their
dreams. There are certain tasks
which bring out the best of
the inborn qualities of women
such as their detailed-oriented
manner; careful observation
and calm disposition,” says
Chan. “I think I got to where I
am by enthusiastically exploring
opportunities and working to
improve myself. I was given the
opportunity to move up and for
that I am very grateful. I hope to
see more companies promoting

gender diversity on boards and
senior positions within the
organization as quite a lot of
boards of listed companies are
still male-dominated.”
Chan, who once considered a
marketing career, graduated in
accounting from City Polytechnic of Hong Kong (now City
University of Hong Kong) and
gained her Master of Business
Administration from Hong
Kong University of Science and
Technology.
“I was really proud when
I became a CPA,” she recalls.
“Accounting is one of the most
exciting professions as it offers
a wide perspective to engage
with different facets of business.
Those wanting to start their own

business should be trained in
accounting, know how to read
financial information, analyse
it and ultimately make business
decisions.”
Never did she see herself one
day being president of one of
Hong Kong’s largest professional
bodies. “I am blessed with the
strong foundation laid by my predecessors,” she says. “By the end
of the year, I hope to have a close
relationship with our stakeholders, including government and
regulators locally and standard
setters internationally, and more
importantly, with our members.
Through the Institute-organized
events, we can better
understand their needs.
We need their input.”

In June last
year, Chan took
up the role of
Deputy Managing
Partner and
National Head of
Outbound Market
Development at
Grant Thornton
Hong Kong
following the
merger between
the mid-tier firm
and Mabel’s audit
and consulting
firm, Mabel Chan
& Co.
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Angela Shing
The Director of InsideOut Training Solutions
shares how to accept certain behaviours
and preferences of individuals to achieve
successful teamwork

...collaborate better with colleagues of
different personalities
Why do many sales people
fail to work well with
support functions?

In a weekly meeting, a sales manager complained that the operations
department had not provided the
required support to help the sales
team serve customers. In response,
the operations department argued
that they had to comply with standard policies and procedures.
This argument came up repeatedly, in every meeting. One day, the
chief executive officer suggested
what he thought would resolve the
conflict: a plan to set up a jointdepartment team to revise the procedures. Do you think this will work?
I believe such conflicts happen
in many organizations. To solve
the problem, it’s important to first
understand why the two departments
have different preferences and
priorities.

Natural preferences
of people

Based on the type theory of the
Swiss psychiatrist Carl G. Jung,
according to MBTI Manual: A
Guide to the Development and Use
of the Myers-Briggs Type Indicator
by Isabel Briggs Myers, everyone
has their own natural preference to
the ways they use their perception
and judgment: “Perception involves
all the ways of becoming aware of
things, people, happenings, or ideas.
Judgment involves all the ways
of coming to conclusions about
what has been perceived.” The
interaction among these preferences
forms a personality pattern known

as psychological type. These
preferences underline our interests,
needs, values, and a motivation.
Based on Jung’s type theory, a
few measures have been developed
in a form of questionnaires to
identify a person’s personality
type. One of them is the MyersBriggs Type Indicator (MBTI). It
helps people identify their basic
preferences in four areas:
Favourite world: Do you prefer to
focus on the outer world or on your
own inner word?
Information: Do you prefer to
focus on the basic information you
take in or do you prefer to interpret
and add meaning?
Decisions: When making decisions,
do you prefer to first look at logic
and consistency or first look at the
people and special circumstances?
Structure: In dealing with the
outside world, do you prefer to
get things decided or do you prefer
to stay open to new information and
options?
There is no right or wrong to
these preferences. Each category
identifies normal and valuable
human behaviours. MBTI uses
letters to represent the preferences,
and combines the letters in each of
the four areas to form 16 four-letter
codes, representing 16 different
psychological types.

Practical use of
personality types at work

It’s possible to estimate your own
psychological type without taking
a questionnaire. First, identify your

preference in each of the four areas.
Then think of a person you need to
work with and estimate his or her
preferences.
When you understand
personality preferences, you can
more readily appreciate differences
between you and colleagues.
Instead of labelling a person
and putting value judgments on
his or her behaviour, learn to
see it as behaviour reflecting a
personality type, not something
designed to offend you. This
mutual understanding effectively
enhances the collaboration among
colleagues.
In the incident of the CEO
planning to set up a jointdepartment team to revise the
procedures, it would be more
effective if the people from the
two departments have a mutual
understanding of their respective
preferences. Let us just focus on one
area of preferences: Decisions. An
analysis of career interests revealed
that people in sales mostly prefer
to first look at other people and
special circumstances when making
decisions. On the other hand, people
with a career in administration
mostly prefer logical decisions,
such as complying with standards.
If members of the joint-department
team do not know and adapt to their
differences, they will hardly reach
an agreement. The conflict will
continue.
Sources: www.myersbriggs.org,
Myers-Briggs, Isabel, Introduction
to Type®, CPP, 1998
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TELLING
THE
WHOLE STORY
Three years after the launch of its framework, the International
Integrated Reporting Council, under new Chief Executive Officer
Richard Howitt, is carrying out a public consultation. George W.
Russell looks at the current state of integrated reporting and its
rate of adoption, attitudes in Hong Kong and how IR competes with
and complements a slew of other reporting options
Illustrations by Kouzou Sakai

O

n the Wall Street of the 1970s,
“sustainability” referred to a
company’s ability to maintain
earnings growth. By the 1980s, it had
changed to include the future of the planet.
Advocates such as James A. Lee, a park
ranger-turned World Bank executive, and
David Sarokin, an influential American
scientist, sought to persuade companies to
consider environmental and social factors
in their financial reports.
By the early 1990s, corporate sustainability had reached the mainstream, with
prominent executives joining organizations such as the President’s Council on
Sustainable Development in the United
States and the emergence of institutions
such as the Centre for Social and Environmental Accounting Research in the United
Kingdom.

Today, the bottom line is still key, but
more companies are taking account of nonfinancial metrics in their annual reports.
“The strategic objective… is sustainable
growth in shareholder value over the long
term,” John Slosar, Chairman of Swire
Pacific, wrote in the group’s most recent
annual report. But one of its aims, he
adds, is: “Endeavouring to minimize the
impact… on the environment.”
There are several environmental and
social movements vying for the attention
of preparers of financial reports, from the
Global Reporting Initiative to the Carbon
Disclosure Project. Swire Pacific is one of a
small but growing number of Hong Konglisted companies using the International
Integrated Reporting Council framework as
the basis for its financial reporting.
About 1,500 companies worldwide have

switched to integrated reporting as set down
by the IIRC, which on 1 March launched
a two-month global public consultation.
“The IIRC framework is a set of principles
that covers an organization’s value creation
beyond financial and manufacturing capital,” says Wendy Yung, Founder of Practising Governance, a consultancy, and a Hong
Kong Institute of CPAs Council Member.
“It’s not just a reporting process,” she says.
“It’s a whole new way of seeing the value
creation process.”
However, only a handful of Asia-Pacific
companies publish reports based on the
IIRC framework, which was developed
in South Africa and is most prevalent in
Europe. So is integrated reporting a largely
Western construct? Calvin Lee Kwan, a
leading advocate of integrated reporting in
Hong Kong, begs to differ.
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“We are expecting two of the major
stakeholder groups – users and
preparers of integrated reports – to
endorse how integrated reporting has
brought true value to them.”

He says the organization’s current
public consultation is aimed at “listening to and learning from the market”
by inviting public feedback on both
incentives and barriers to applying
the framework. “The IIRC’s short but
ambitious history has been based on
consultation,” he says. “It was something
we did throughout the development via a
pilot programme that involved more than
150 businesses and investors testing and
developing the framework.”
Asking for answers
The consultation is not expected to
How an employee is treated is an
example of “human capital,” one of inte- result in a modified framework, Howitt
adds. “It could lead to the IIRC issuing
grated reporting’s six quantitative and
qualitative measures, collectively known new guidance or technical practice
notes if we identify particular difficulas the Six Capitals, which consolidate a
ties of understanding or implementation
company’s financial and non-financial
from the feedback we receive. What
metrics. The others, according to the
we want to do is better understand this
IIRC’s framework, are financial, manufactured, intellectual, natural, and social learning process.”
The IIRC will be hoping that the
and relationship.
public consultation period, which closes
“Integrated reporting is about a
behaviour change within an organization on 30 April, will reaffirm the framework’s validity. “For the integrated
and the way it strategizes, thinks and
reporting approach to be more convincacts, not just in the way it reports,” says
Richard Howitt, a former member of the ing, solid evidence is needed to endorse
the approach,” says Ivan Tong, Climate
European Parliament who in November
Change and Sustainability Services
2016 succeeded Paul Druckman as the
Partner at EY China and an Institute
IIRC’s Chief Executive Officer.
“A lot of Asian companies are family businesses and some of the most
sustainable businesses I know are
family businesses,” says Kwan, General
Manager of Sustainability at Link Real
Estate Investment Trust, which has
adopted integrated reporting. “They
have long been aware of concepts such
as treating employees well. They have
been doing it for years.”
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member. “We are expecting two of the
major stakeholder groups – users and
preparers of integrated reports – to
endorse how integrated reporting has
brought true value to them.”
While few markets mandate such
reporting – South Africa and Brazil are
the most prominent examples – integrated reporting’s fundamental ideas
are spreading. “Perhaps the IIRC’s
biggest achievement lies in the influence
its ideas had on the development of the
U.K.’s strategic report,” says Matt Chapman, Senior Manager for Better Business Reporting, at KPMG in London.
“The terminology may be different
and more business-focused but all the
key concepts are present in the Financial Reporting Council’s Guidance on
the Strategic Report, to the extent that
a good U.K. strategic report should be
the same as a good integrated report,”
Chapman, a member of the Institute of
Chartered Accountants in England and
Wales, points out.
Adoption and adaptation
In Hong Kong, integrated reporting
has seen a slow but steady growth.
CLP Group, a multinational utility,
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Integrated reporting aims to:
• Improve the quality of information available to
providers of financial capital to enable a more
efficient and productive allocation of capital;
• Promote a more cohesive and efficient approach
to corporate reporting that draws on different
reporting strands and communicates the full range
of factors that materially affect the ability of an
organization to create value over time;
• Enhance accountability and stewardship for the
broad base of capitals (financial, manufactured,
intellectual, human, social and relationship, and
natural) and promote understanding of their
interdependencies; and
• Support integrated thinking, decision-making and
actions that focus on the creation of value over the
short, medium and long term.
Source: International Integrated Reporting Framework

pioneered the process five years ago,
followed by Link REIT and Pacific
Basin, a shipping company. “I would
venture to say that the pickup of integrated reporting has gained a little more
traction,” says Kwan, noting that CGN
Power, a Mainland-based company,
recently signed up.
“In China, we are seeing increased
interest from companies,” says Robert
Eccles, Visiting Professor of Management Practice at Oxford University’s
Said Business School and a leading
advocate of integrated reporting. “I
think Hong Kong and China have a great
opportunity to show leadership.”
Some might not be called integrated
reports but nevertheless fit the criteria. As in the U.K., some Hong Kong
companies are looking to cherry-pick
from integrated reporting and other
frameworks. “You’re seeing a lot more
companies in Hong Kong at least
implementing different elements of
integrated reporting,” Kwan says. “It’s
certainly on the map. They understand
it’s something they should be looking
into, and they’re making inquiries.”
Howitt says he has no problem with
such hybrid reports. “Under my leader-

ship,” he says, “integrated reporting
will retain a principle-based approach
and I welcome the practice where some
companies choose additional metrics
from one of the sustainability reporting
or other frameworks, where they find
that helpful.”

“The resulting
combined report
is further than ever
from the objective
of a concise report
providing the most
important issues
affecting the value
of the company.”
To that end, the IIRC has signed
memoranda of understanding with
organizations such as the Sustainability
Accounting Standards Board and the
World Business Council for Sustainable Development. “It is at the heart of
the IIRC approach to seek alignment

and collaboration between the different
frameworks,” says Howitt.
The adoption of integrated reporting
in Hong Kong is a completely voluntary
exercise, notes J. Robert Gibson, an
adjunct professor at the Hong Kong University of Science and Technology who
teaches sustainability and environmental, social and governance management
and reporting.
“Sadly, the great majority of Hang
Seng Index companies have not taken
up integrated reporting,” adds Gibson,
a member of the Institute’s Sustainability and Integrated Reporting Advisory Panel. “The problem is the great
majority of Hong Kong companies are
not going to do it without a regulatory
push.”
However, Kwan at Link REIT
believes integrated reporting will grow
organically in Hong Kong. “Listed
companies such as Link REIT, Swire
and CGN Power are now adopting
integrated reporting as awareness of the
importance of pre-financial information
grows,” he says. “It is a way of telling
people how you do business and helping
businesses understand their business
better.”
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“An integrated report tells the story of an
organization, based on information which
is much broader, more interconnected
and more forward-looking.”

Advocates in accounting
Gibson notes that integrated reporting
was a response to current annual reports
being “not fit for purpose.” They had
become exercises in complying with
regulations rather than communicating
how companies were creating value.
They also focused on the financial
capital of a company when the majority of many company’s share price was
justified by the social and natural capital
it controlled.
He cites HSBC’s infamous 2007
annual report, which weighed 1.47
kilograms and which Britain’s Royal
Mail limited the number of copies that
postal workers could carry, as a low
point. Integrated reporting, he says, set
out to create concise communication to
its financial capital providers on how a
company creates value.
“Some companies, such as CLP, have
done excellent work explaining their
business models,” Gibson says. “But
they have published integrated reporting
material as part of their statutory
annual report,” he adds. “The resulting
combined report is further than ever
from the objective of a concise report
providing the most important issues
affecting the value of the company.
“Link REIT has done better this
year,” Gibson adds, citing its 68-page

strategic report prepared to IIRC framework standards supported by a 172-page
annual report that includes full financial
statements and corporate governance
disclosures required by regulators.
Despite such issues, two factors
have raised the profile of integrated
reporting in Hong Kong. The first
was the amendment to the Companies
Ordinance requiring issuers to include
in their business reviews information
relating to environmental and employee
matters that have a significant impact
on the company. This is in line with
international trends to promote
corporate social responsibility.
The second was Hong Kong
Exchanges and Clearing’s provisions
in the HKEX Environmental, Social
and Governance Reporting Guide that
were upgraded to a “comply or explain”
basis as part of the listing rules. “Given
the recent ESG disclosure requirement
by the HKEX, we do hear clients
taking further steps towards integrated
reporting,” says Tong at EY.
The accounting sector is also pushing
for greater adoption of integrated
reporting, with the International
Federation of Accountants recently
publishing a policy paper to express
its support. Meanwhile, cooperation
between the IIRC and the International

Accounting Standards Board has
deepened since a 2013 memorandum of
understanding. “I would see the IASB’s
growing interest in narrative reporting
as a significant potential catalyst for
further developments,” says Chapman
at KPMG.
A more important catalyst, Tong
suggests, is stakeholders’ desire for
more information. “An integrated
report tells the story of an organization,
based on information which is much
broader, more interconnected and more
forward-looking.”
Writing about financial reporting in
1995, Sarokin, the U.S. environmentalist, observed: “Manufacturers of tyres,
for example, probably have no idea
where the rubber is coming from.” Two
decades later the Swire Pacific annual
report reveals not only how many
aircraft tyres the company bought, but
also how many old ones were disposed
of and how.
Integrated reporting, according to
the IIRC, changes how organizations
communicate, encourages new ways of
thinking, and captures long-term impacts
of how organizations use resources. As
Yung at Practising Governance notes, “It
creates what we call integrated
thinking. In that there are some
intriguing concepts.”
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PROFESSIONAL
TASTER
Copenhagen’s Carlsberg was one of the first
international brewers to export beer to China in
1876. Kenneth Siu, Regional Controlling Director
at Carlsberg Asia, tells Jemelyn Yadao about the
brewer's Mainland China strategy, and the real
benefits of drinking on the job
Photography by Juliet Shayne Lui

W

esterners in China attending business
dinners serving up more than Baijiu
– the startlingly strong spirit that
runs between 80 to 120 proof – will most likely
find themselves drinking beer of a lighter taste
and at room temperature. If they’re sitting on
a Hanoi street corner, chances are the Vietnamese locals beside them are drinking bia da
– beer on chunks of ice. These are just a couple
of experience-based observations made by
Kenneth Siu, Regional Controlling Director at
Carlsberg Asia and a member of the Hong Kong
Institute of CPAs.
“If you look at places like Hong Kong,
Malaysia and Singapore – former colonies of
Britain – they are closer to the Europeans in
terms of taste preferences. We like drinking beer
cold,” says Siu in his company’s office in Sha Tin.
These first-hand experiences of beerdrinking culture are the most effective way to
understand the industry and consumers’ needs,
says Siu. As part of his regional role, Siu travels
around Asia, but also Africa and Europe,
almost always allocating time to experience
how local beer is sold and quaffed.
“When you talk about the whole business
model it is very important to understand how
the route to market actually works,” he says.

“Take for example Bia Hoi in Vietnam (street
bars where customers sit on low plastic stools),
when people get off work, they drive their motorcycles to these bars, get off, have a few beers,
some snacks, and go home. So we know that we
can focus on how to be more efficient in terms of
logistics, we know exactly which stock keeping
unit we should focus on when we produce our
beer, and which marketing direction we should
focus on, instead of wasting time of other things.”
While Hong Kong has seen imports of
Carlsberg beer since 1923, the Carlsberg Hong
Kong Brewery was not inaugurated until 1981
by Queen Margrethe II of Denmark, and was
established as a joint venture between the
brewer and one of the biggest Danish companies
in history, the East Asiatic Company. It later
became the base for Carlsberg’s presence in
Mainland China.
In 1999, all production was moved from
Hong Kong to Huizhou. The Carlsberg Brewery
Guangdong now supplies some of the group’s
products to Mainland China, Hong Kong and
Macau, while other products are imported
from other countries. After 2000, Carlsberg
expanded its footprint to the western areas
of China, accelerating the acquisition of
shareholdings in breweries there.
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Success ingredient
Kenneth Siu

Carlsberg essentially entered China’s
market by acquiring local brewers, Siu
explains, mainly focusing on the “local power
brands” such as Shancheng and Chongqing
Beer in Central China, Wusu in Xinjiang
province, Dali Beer in Yunnan province and
Xixia Beer in Ningxia province.
“Advertising a local brand on national TV
in China wouldn’t work because the local
brands are simply unrecognizable outside
of their own provinces. If you want to do
something national, you need to start off with
a new brand – that’s why we brought Tuborg
from Denmark into China,” he says.
With its mild, fresh taste, and moderately
bitter aftertaste, Tuborg is a hit with
consumers in the Mainland, notes Siu, with
a volume reaching more than 3.6 million
hectolitres (one hectolitre equals one hundred
litres) over the past four years.
In Hong Kong, the most popular beers in
the company’s portfolio based on volume sold
are Skol and Carlsberg. “In terms of growing
popularity, it is Kronenbourg 1664 Blanc,
Somersby Cider and Asahi Super Dry. We can
see Hong Kong customers are keen to explore
alternatives, and the success of Kronenbourg
1664 Blanc and Somersby Cider prove that.”

Premium path
The goal of Carlsberg’s west China strategy
of acquiring provincial breweries is not
to take over the market, but to raise beerbrewing standards in the region, stresses
Siu. “While keeping the local brands in the
west, Carlsberg is assisting the acquired
breweries in reconstructing and upgrading
their facilities, as well as introducing
advanced technology, brewing methods and
management approaches. As a result of these
efforts, Carlsberg has become the leading
brewery group in west China.”
However, beer makers in the world’s largest beer market are going through a difficult
time. Consumption volume has declined
in the last two years, and is set to continue
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to do so for the next five, according to BMI
Research in February. The reasons include intense competition, changing tastes, growing
health awareness and a slower economy. “The
China beer market peaked in 2013 at approximately 440 million hectolitres and it has since
decreased by 14 percent in the space of three
years. The market is also operating at less
than 60 percent of its capacity, which brings
fierce competition and makes it extremely
difficult to increase our price,” says Siu. “If
you look at how to improve the company’s
profitability, you can either play with price,
volume or product mix.”

“In Hong Kong, we are
currently considering
how to implement a
returnable system –
how the consumer
can actually return the
empty bottle to us in an
efficient way.”
The company decided to play around with
its product mix with a strategy of “premiumization” – focusing on the premium brands
in its portfolio, and discontinuing lossmaking local brands amid a continued trend
of Chinese consumers who want a high-end
experience from their beer. “In Tuborg and
Chongqing Beer, we successfully up-traded
our customers to a more premium and trendy
brand while closing down non-efficient breweries to save costs,” says Siu.
Meanwhile in India, the biggest concern
is the highly volatile market. “The market environment can change enormously overnight.
The classic example being the demonetization of the INR500 and INR1,000 notes and
the state of Bihar going dry overnight after
the government announced a ban of alcohol

in the state,” Siu explains. “High risk comes
with high gain – by focusing on the right
product (strong beer) and the right market we
are growing our market share to 17 percent.”

Seeking returns
Siu’s strategic thinking allows him to manage
production costs – one of the overriding
cost drivers for the company. Most of the
production costs stem from the packaging, he
notes. Some Asian markets have a returnable
and reusable system for glass bottles, which
works on a basis of a deposit, established
for environmental reasons. “For the bottle
cost to be efficient, the aim is to increase the
cycle rate from brewery to market and back
to brewery again, and secondly, make sure
the bottles are returned in good condition,”
he says.
“It’s essential that we get the bottles back
quickly from the trader so that we don’t need
to buy so many bottles, and at the same time,
the bottles are in good condition, not broken
or dirty,” says Siu. “By handling bottles
properly we can significantly reduce the cost
of purchasing new bottles and thus reducing
depreciation costs as well. For cans, you
have to know how the foreign exchange and
aluminium price is developing and whether to
hedge, if necessary.”
Hong Kong may soon follow suit as the
city’s no-return system for glass bottles
continues to face backlash. Starting from
2018, the government will charge beer
makers and other manufacturers a levy
for glass bottles, with the money used to
support glass recycling. “In Hong Kong, we
are currently considering how to implement
a returnable system – how the consumer
can actually return the empty bottle to us
in an efficient way. In places like Denmark,
there are big collection boxes in some
supermarkets, and whenever people put
empty bottles into the box, a supermarket
coupon prints out as an incentive,” says Siu.
“But in Europe, most people drive, so it’s
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easy to carry around a lot of glass
bottles. Hong Kong is different.”

Binge learning
At 12-years-old, Siu already had
the idea of one day becoming an
accountant. “I was asked by my
mother, ‘What do you want to be
when you grow up?’ I thought that I
was pretty good at maths in school,
so why not pick something that is
professional and involves a lot of
numbers,” he remembers.
Caught up in the allure of the
Internet boom growing up, he
decided to study both accounting
and information systems in
university. “[After graduating],
I started off by looking for jobs
that fitted both hats, and it wasn’t
easy,” he says. “I was fortunate
when KPMG offered me an auditor
role, and allocated me clients that
were mainly technology-related.”

He worked at the Big Four firm
for six years, moving up to audit
manager, and developing the open
mind and critical thinking skills
that would eventually prove useful
at his next company, Carlsberg. “I
don’t have a fixed mindset of how
work is done because I’ve seen
both good clients and not-sogood clients who are not wellorganized. Mentally, I’m prepared
for things that you may not expect
to see,” he says.
As Regional Controlling
Director for Asia, Siu oversees
internal controls and the financial
reporting of the Danish brewer’s
Asian subsidiaries. “I am also
responsible for coordinating a
coherent regional budget for the
group. A major challenge of my
role is working with a lot of people
with vastly different cultures
and backgrounds. Sometimes

things that sound logical to us
may not be seen the same way by
our colleagues across the globe.
It is important to understand that
the group or regional view is not
always right.”
Another significant and
inevitable takeaway was how to
be – or at least think like – a beer
aficionado.
“Before joining the company,
I must admit, I was not a huge fan
of beer. I couldn’t even tell the
difference between a draught beer
and packaged beer,” Siu confesses.
“After I joined, my passion for beer
grew. Like with whiskey and wine,
once you get into it, you will start
sampling different types of beer
and notice the differences in taste
profiles, the bitterness, fruitiness,
the crispness, the foam, the
body and the aroma of the
wheat.”

Craft beer is
handcrafted and has
smaller production
runs than larger
brewers. The rise in
local craft beers in
Hong Kong, such as
Gweilo, Moonzen and
Black Kite Brewery,
reflects the average
beer consumer’s
expanding tastes.
“I see it as an
opportunity. Craft
beer is the new
trend in the industry
and provided a new
source of market
growth as well as
the opportunity to
further premiumize
our beer portfolio,”
says Kenneth Siu.
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Anti-money laundering

An analytics-driven approach to the
“de-risking” dilemma
By using emerging technologies, organizations can transform the way they
manage risks to add value to the business while adhering to compliance
commitments, write Ivan Zasarsky and Chad Olsen

Financial institutions are finding that taking
the measures required to increase control
over the movement of money to combat
money laundering and terrorist financing
doesn’t just ramp up costs, it can also have
negative consequences.
Tighter regulations covering money
laundering and terrorist financing have led
to massive increases in staff numbers and
more complex internal control frameworks
for banks and other financial institutions.
Not surprisingly, these institutions
are concerned about the deepening risks
associated with financial crime. As a
result, the Asia-Pacific region’s financial
crime compliance industry has grown
significantly in the past five years.
A 2016 LexisNexis study estimated that
annual anti-money laundering compliance
budgets in Asia now amount to US$1.5
billion. Recently, some global network
banks have indicated employment of
over 7,000 compliance team members to
manage the tighter vetting process.
The impact on Hong Kong has
been stark. Nearly 60,000 suspicious
transactions were reported to the Joint
Financial Intelligence Unit here in the
first nine months of 2016. At the same
time, the Hong Kong Monetary Authority
seized assets worth HK$105 million after
enhancing its reporting and monitoring
requirements. Hong Kong can impose fines
of up to HK$10 million for each breach.
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On the horns of a dilemma

Despite some success, the tightening
of international regulatory standards
is having unintended consequences.
Financial institutions are adopting a “just
say no” approach instead of targeting
the risks that matter. This “broadsword”
response to de-risking has led to the
termination of entire portfolios and
relationships with individual customers
or businesses deemed as high risk – a
dramatic change in the application of
“know your customer” standards.
As a result, financial institutions face a
dilemma. In their quest to comply with the
regulations covering money laundering
and terrorist financing, they are at risk of
being accused of denying basic services
to customers that do not present a risk.
This affects genuine individuals and
businesses, resulting in a diminished
customer experience and a loss of
legitimate business and revenue.
A recent survey by the HKMA suggests
that it is now much harder for businesses
and individuals to access basic banking
services in the city. To open a business
bank account, for instance, applicants
must have supporting documents
specifying the source of funds, the nature
of the company’s business and its likely
money transactions.
For financial institutions, the necessity
to comply with regulations while

delivering a positive customer experience
can be hard to manage. After all, not every
customer is a risk, and taking a blanket
approach does not allow them to focus
their efforts on the financial crime risks
that matter.

Identify the risks that matter

But what if there was an alternative to
managing this de-risking dilemma – one
that allowed organizations, in effect, to
move away from using a blunt-edged
broadsword to using a sharpened scalpel?
In our experience working with leading
financial institutions, we’re finding that
successful organizations are adopting a
risk-based and analytics-driven approach
to more accurately define the risks at
each stage of customer engagement and
reconcile the gaps.
A risk-based approach doesn’t only
isolate the risks that matter, it also
reduces operational inefficiencies.
Ultimately, it can lead to legitimate clients
being able to bank without unnecessary
and intrusive scrutiny. Institutions that
adopt this approach can also target
the risks that matter by focusing on an
in-depth “know your customer” effort.

Risky business requires
a risk-sensitive scale

Several international banks have now
incorporated a risk-based approach
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in their account-opening processes.
However, many other areas of the
customer life cycle still need to play
catch-up – including transaction
monitoring, fraud monitoring, sanction
screening and case management.
Take sanction payment screening,
for example. Here, a broadsword
approach may mean all transactions with
queries go through the same complex
investigative process, regardless of the
actual risks of the transaction. This can
delay transaction processing and add
unnecessary costs.
Transaction monitoring – where rules
are based only on transactions – is another
prime example of an area that can benefit
from a risk-based approach supported by
advanced analytics. Here, adopting such a
strategy means the scope and complexity
of the monitoring process is determined
on a risk-sensitive basis. The institution
sets the levels of monitoring within its
different business units, depending on the
respective risk factors in those units.
A risk-based approach can also extend
to knowing and understanding customers,
and updating their risk profiles on a
risk-sensitive basis. This identifies any
discrepancies between a given transaction
and a customer’s risk profile, and can also
allow for differentiated monitoring based
on a customer’s level of money laundering
or terrorist financing risk.
In this way, organizations can monitor
the overall relationship with a customer,
over and above individual accounts.
The result? Better monitoring of
customer accounts with the greatest
financial crime risks. In the longer term,
that means organizations file fewer, but

more accurate, reports with financial
intelligence units. As such reports play
a major role in determining ongoing
customer account due diligence, this also
substantially benefits legitimate customer
accounts in the long term. More targeted,
ongoing customer account due diligence
can spare customers from additional
questions or requests for documents.

Don’t stop there, get intelligent

At the same time, embedding automated
processes into business models can
improve efficiency. Data analytics tools
can be used for customer due diligence,
for example, or to identify and track all
attempts at fraudulent activity in an
organization and map them to high-risk
profiles at the early stages of customer
engagement.
Technology can be used at every
touchpoint over a customer life cycle.
Improved methods may leverage robotics
and the emerging use of blockchain. Data
visualization and tangible dashboards with
comprehensive reports can drive decisions
and boost business outcomes.
Businesses can get better insights
by using the power of data analytics
to identify inefficiencies in financial
crime processes and quickly address
risk vulnerabilities.
Automating the monitoring processes
can also reduce the time and staff numbers
needed to conduct investigations, and
achieve greater accuracy in identifying
potential risks.
Then there’s building customer risk
profiles. Using technology to detect
patterns and anomalies here can cut
costs by reducing work hours, as well

as protecting legitimate businesses and
allowing for informed decision making
when it comes to targeting the areas of
highest risk.
The resulting risk visibility can also allow
businesses to identify new opportunities,
highlighting the areas in which a business
can improve sales and gain profits.

Transform your risk burden
into opportunities

Organizations can transform increasing
compliance burdens into a competitive
advantage if they have the right methods
and frameworks in place.
By using emerging technologies –
including analytics, robotics and
automation – they can transform the
way they manage risks to do business
safely and drive revenue. By searching
for synergies between financial crime
intelligence and customer intelligence
initiatives, they can identify opportunities
to improve customer service and add
value to the business. Simply put, they
can satisfy regulatory and compliance
commitments without compromising the
customer experience.
Organizations that future-proof their
risk strategies in this way are finding
that they can inject a new way of thinking
beyond merely de-risking.

Ivan Zasarsky
is Forensic Partner
and Chad Olsen is
Forensic Director at
Deloitte China
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Technical update

Audit partner-client relationship:
How long is too long?

Team members and firms of audit or
assurance engagements are required
to be independent, both of mind and in
appearance, of their clients. This is a
provision of the Hong Kong Institute of
CPA’s Code of Ethics for Professional
Accountants.
The code permits an individual to
serve as a key audit partner of an audit
engagement involving a public interest
entity for seven years, after which time
the individual has to cool-off for two
years. Under this mechanism, a key audit
partner may serve the same client 14
years out of 16 consecutive years. Some
stakeholders think that this creates a
threat to independence. On the other
hand, other stakeholders consider that
long association of personnel contributes to a high quality audit due to
enhanced industry and client knowledge
from the continuity.

Revisions to long association
provisions

In view of the mixed views on the long
association provisions, in December
2012, the International Ethics Standards
Board for Accountants commenced a
review of its provisions to ensure that
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they continue to provide robust and
appropriate safeguards against the
familiarity and self-interest threats arising from long association with an audit
or assurance client.
In January 2017, the IESBA issued a
close-off document that contains the
revised long association provisions. The
table on right page summarizes the key
revisions and impact on practising firms.

How to implement the
revised provisions?

In two years’ time, practising firms
are required to apply the revised long
association provisions. To prepare for the
change, firms are advised to understand
the revised provisions and make the
necessary arrangements for partner
rotation on relevant PIE engagements
before the provisions become effective.
Below are some suggestions that a firm
could consider when preparing for the
new requirements.
Firm resources
The extended cooling-off period of
engagement partners and engagement
quality control reviewers will inevitably
require more experienced or qualified

senior firm resources. Firms with PIE
clients should start planning for their
resourcing needs. How can the firm
reallocate its current resources? What
type of additional resources does the
firm need? Through what channel can
the firm obtain additional resources?
Should the firm continue to act as the
auditor of its PIE clients?
Professional competence of
engagement partners and
engagement quality control reviewers
When considering the adequacy of
qualified or experienced senior firm
resources, firms are reminded that
technical competence and professional
skills of the individual who are qualified
to act as engagement partners and
engagement quality control reviewers
are crucial to the engagement. HKSQC 1
Quality Control for Firms that Perform
Audits and Reviews of Financial
Statements, and Other Assurance
and Related Services Engagements
and HKSA 220 Quality Control for an
Audit of Financial Statements have set
out the requirements for professional
competence in engagement partners
and engagement teams. HKSQC 1 also
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sets out the criteria for the eligibility of
engagement quality control reviewers.
Expertise and knowledge of clients
and the industry
Client operations and industry expertise
and knowledge are important in an
engagement partner and engagement
quality control reviewer. The longer
cooling-off periods and restrictions on
what key audit personnel can undertake
during cooling-off periods could
result in the loss of expertise within

the engagement team. Firms should
therefore prepare for the transfer of
client and industry knowledge within the
engagement team.

When will the revised provisions
be effective?
The revised provisions in the close-off
document are drafted under the extant
structure and drafting conventions, and
are expected to be formally published
as a standard under the new structure
of the code. These provisions are

expected to be published by the end
of March 2018, and to be effective on
audit engagements for financial periods
beginning on or after 15 December
2018. The revised provisions on other
assurance engagements will also be
effective on 15 December 2018. Early
adoption is permitted.
Get in touch with the Institute’s Standard Setting Department (outreachhk@
hkicpa.org.hk) if you have any questions
on the revised provisions.

Key revisions to the long association provisions

Impact on practising firms

1. A
 strengthened partner rotation regime for audits of public
interest entities, including:
• From a two-year to five-year cooling-off period engagement
partners;
• From a two-year to three-year cooling-off period for
engagement quality control reviewers;
• New provisions addressing service in a combination of key
audit partner roles;
• A prohibition on the audit engagement team consulting
with a former engagement partner or engagement quality
control reviewer on a technical or industry-specific issue
during the cooling-off period if that individual is also, or
becomes, a technical specialist within the firm; and
• Additional restricted activities during the cooling-off period,
for example, the individual is prohibited from acting as a
“client relationship” partner or undertake any role or activity
for the provision of non-assurance services for the clients.

Expected to have a direct
impact to a firm's resources, in
particular, the need for more
experienced or qualified senior
personnel.

2. A
 new requirement to obtain the concurrence of those
charged with governance for a key audit partner to serve:
• An additional year on a PIE audit beyond the maximum
seven-year time-on period where, due to unforeseen
circumstances, the individual's continuity is particularly
important for audit quality; and
• An additional two years on a PIE audit where the individual
has served an audit client as a key audit partner for six or
more years and the client becomes a PIE.

An additional step required
to take if a key audit partner
serves for a period more than
the maximum time-on period.
This article is
contributed by the
Institute’s Standard
Setting Department.
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TechWatch

TechWatch
The latest standards and
technical developments

Members’ handbook
Handbook updates nos. 194 to 196
Handbook updates no.194 and
no.196 relate to amendments to
standards that are effective for
annual reporting periods beginning
on or after 1 January 2016:
• Clarification of Acceptable Methods
of Depreciation and Amortization
(Amendments to HKAS 16 and 38)
• Agriculture: Bearer Plants
(Amendments to HKAS 16 and
HKAS 41)
• Equity Method in Separate Financial
Statements (Amendment to
HKAS 27)
• Investment Entities: Applying
the Consolidation Exception
(Amendments to HKFRS 10,
HKFRS 12 and HKAS 28)
• HKFRS 14 Regulatory Deferral
Accounts
Handbook update no.195 relates to
the application of HKFRS 9 Financial
Instruments with HKFRS 4 Insurance
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172

Contracts (Amendments to HKFRS 4),
which will become effective on
1 January 2018.

Audit and assurance
New auditor’s report
The new auditor’s report has become
effective for annual reporting periods ending on or after 15 December
2016. The Institute’s resource centre
contains available support on the new
auditor’s report.
International update
The International Auditing and
Assurance Standards Board released
more implementation support on the
new auditor’s report including a Q&A
and virtual training workshop.

Ethics
Responding to Non-Compliance with
Laws and Regulations
The new Responding to NonCompliance with Laws and Regulations

standard was issued in December
2016 and will be effective on 15 July.
The Institute’s resource centre has
been updated for available support on
this standard.

Financial reporting
Illustrative financial reports and
disclosure checklists
Illustrative financial reports and
disclosure checklists based on
HKFRS/IFRSs that were published
by public accounting firms are available
on the Institute’s technical resources
webpage.

Taxation
Announcements by the Inland
Revenue Department
Members may wish to be aware of the
following matters:
• The Stamp Duty (Amendment) Bill
2017 gazetted to implement the new
demand-side management measure
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• A Legislative Council question on
introduction of new ad valorem
stamp duty
• List of qualifying debt instruments as
at 31 December 2016
• Stamping Procedures and
Expanatory Notes on reliefs relating
to regulatory capital securities

Legislation and other initiatives
Companies (Winding Up and
Miscellaneous Provisions)
(Amendment) Ordinance 2016
takes effect
The Companies (Winding Up and
Miscellaneous Provisions) (Amendment)
Ordinance 2016 became effective on 13
February. The Official Receiver’s Panel
A Scheme Rules have also been revised
to take account of the amendments.
Companies Registry launches
“CR eFiling” mobile application
The Companies Registry currently
provides electronic services for
submission of applications for company

incorporation and business registration,
specified forms and other documents at
the 24-hour e-Registry portal. With the
increasing popularity of smartphones
and other mobile devices, the CR has
developed a free mobile application – CR
eFiling mobile application to facilitate
registered users of the e-Registry to
submit commonly filed specified forms
using mobile devices. With the e-form
editing feature of the app, registered
users can easily retrieve, edit and submit
a saved e-form on their mobile devices.
For details, please refer to the CR
external circular no. 2/2017. Further
information on CR eFiling, including
frequently-asked-questions, is available
in the “Electronic Services –
CR eFiling Mobile Application” section
of the CR website.
Anti-money laundering notices
Members may wish to note the following
notices and publications in relation to
AML/CFT:
• Legal notice 15: The United Nations
Sanctions (Somalia) (Amendment)

Regulation 2017 has been published
in the Gazette.
• United States executive order 13224:
The list relating to “Blocking property
and prohibiting transactions with
persons who commit, threaten to
commit or support terrorism.”

Please refer to the
full version of
TechWatch 172,
available as a PDF on
the Institute’s website:
www.hkicpa.org.hk
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After hours

Book review

Life and everything

A life in the day

Book review

AUTOMATION’S
EXPANSION
FROM FACTORY
TO OFFICE

Title: Rise of the Robots: Technology and the Threat of a Jobless Future
Author: Martin Ford
Publisher: Basic Books

There is a scene in the recent Hollywood
movie Hidden Figures, about a group
of women skilled in mathematics and
employed by NASA’s space exploration
programme in the United States during
the 1960s, in which they are warned that a
mainframe computer being installed will
put them all out of a job.
Their supervisor steals a library
book (she is African-American and not
allowed to enter the main shelves) and
quickly learns Fortran, the programming
code, to pass on to her team. When the
massive computer is switched on, IBM,
its manufacturer, tells NASA it needs to
be programmed before it can do anything.
The seemingly about-to-be-redundant
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women are swiftly brought in to handle
the punch cards.
Dramatic licence notwithstanding, it
has been a popular mantra among tech
types that progress always creates new and
different jobs. The spinning wheel required
operators and people to repair and replace
parts, while modern factories revolutionized the tool-and-die industries and created
generations of assembly line workers.
So it is with some alarm that Martin
Ford notes that on 2 January 2010, The
Washington Post reported that in the first
decade of the 2000s, no net new jobs were
created in the U.S. The difference now, he
argues in his latest book, is that one of our
most basic assumptions about technology –

that machines are tools that increase the
productivity of workers – is being challenged. “Instead, machines themselves are
turning into workers.”
Ford charts the mission creep of
automation from factories to the whitecollar heartland. “Could another person
learn to do your job by studying a detailed
record of everything you’ve done in the
past?… If so, then there’s a good chance
that an algorithm may someday be able to
learn to do much, or all, of your job.”
The author relates a little-remembered
U.S. government report in the 1960s
by what was known as the Ad Hoc
Committee on the Triple Revolution. The
group, which included Nobel laureates
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Linus Pauling and Gunnar Myrdal,
identified three revolutionary forces
changing society: nuclear weapons, the
civil rights movement and “cybernation”
(or automation).
The committee went on to propose a
solution: a guaranteed minimum income
“made possible by the ‘economy of abundance’ such widespread automation could
create.” Shockingly radical at the time,
the guarantee was barely heard of again
until recently, when countries as diverse
as Canada and India are considering
its practicability.
It’s not just that fewer jobs are being
created: a further problem is that the jobs
being created during economic recoveries
are generally worse than those destroyed
by recessions. Ford cites a 2012 study that

Author
interview:
Martin Ford
Martin Ford has first-hand experience
of the automation of work. As a Silicon
Valley small-business owner in the
1990s, designing applications for
Microsoft Windows, Ford saw software
as another type of manufacture.
“Initially, running this business was
quite labour-intensive,” he tells A Plus
from his home in the San Francisco
Bay area. “Software was delivered as

found jobs most likely to permanently disappear are middle-class, while those created are concentrated in low-wage sectors.
China has borne the brunt of the blame
for the hollowing-out of American jobs.
But as Ford notes, a 2011 analysis by
economists Galina Hale and Bart Hobijn of
the Federal Reserve Bank of San Francisco
showed the total value of imports from
China amounted to less than 3 percent of
U.S. consumer spending.
For Hong Kong Institute of CPAs members, automation of some audit processes
has merely ended the worst drudgery of
the profession. People, surely, will retain
control of personal judgment and professional scepticism.
Yet automation is already intruding on
aspects of work that are truly human. Ford

a tangible product, including CD-ROMs
and printed manuals. All this had to be
packaged and delivered to customers,
and so there were jobs for workers with
limited skills to do all this.”
Within a few years, however, the
business model changed dramatically.
“Now, of course, software is delivered
electronically or hosted in the cloud,”
Ford points out. “A similar process
has taken hold with other information
that can be digitized, such as music
and books.”
As Ford saw his own business
metamorphose, it occurred to him that
a similar effect would scale across the
entire economy as artificial intelligence
and robotics gained traction. The
result was his first book, The Lights in
the Tunnel: Automation, Accelerating
Technology and the Economy of the
Future, published in 2009.
His latest book, Rise of the Robots:
Technology and the Threat of a Jobless
Future, is a kind of darker, more dystopian
sequel. Instead of making jobs more
interesting, automation will simply
eliminate them. Ford is cautious as to
whether we will give up work quietly, or
resist like the Luddites, the roving bands
of laid-off English workers who in the
early 19th century destroyed new, laboursaving machinery installed in cotton and
woollen mills.

notes the London Symphony Orchestra
performance in 2012 of “Transits – Into an
Abyss,” a highly regarded work composed
by Iamus, a cluster of computers running
an artificial intelligence algorithm.
Algorithms hold the key to the future,
Ford argues. For years, law firms have
been using them to analyse millions of
electronic documents and automatically
tease out the relevant ones. Data contained
in accounting systems could be similarly
captured, he argues.
“Rapid improvement in this area is just
one more example of the way in which
computers are, at least in a limited sense,
beginning to encroach on capabilities that
were once exclusive to human beings,” he
notes. That should bring a distinct chill to
the white collars of the world.

“It is very difficult to predict,” Ford
says of the effect of the next industrial
revolution. “Perhaps the transition will be
gradual, but even if it is, the cumulative
effect may eventually result in a crisis.
Already, many blue-collar workers have
been left behind.”
Transformational, disruptive change
of that magnitude won’t be welcome,
he adds. “It is also possible that the
technology may arrive in a relatively
rapid, explosive manner,” he says. “I
think there will be fear and a backlash
as soon as people really realize what is
happening. Therefore, we need a plan to
adapt our economy and society.”
One early casualty might be
immigration of low-skilled workers to
industrialized countries. “It will [be] even
more difficult for new arrivals without
skills and education to assimilate into
the economy,” he forecasts. “Even
agricultural jobs are eventually going
to be threatened, so there will be
few opportunities.”
For professionals such as
accountants, Ford notes that although
some aspects are vulnerable to
technological developments, many key
skills are irreplaceable for now. “The
areas least likely to be automated are
those that involve deep, meaningful
interactions with other people,” he says,
“such as building client relationships.”
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Life and everything

As recommended by Institute members

Travel

Take the driving seat and be in full control of your next holiday,
says Viking Yuen, Accounting Manager at Travelzen
Sometimes, the best places to visit when travelling are hard
to reach by public transport. To see as much you want in the
most time-efficient way, why not consider renting a car?
Based on the several self-drive holidays I experienced last
year in Japan, here are some of my findings:
• Driving in Japan is not much different to driving in Hong
Kong, due to the similar road rules. I found the driving
habits in Japan to be relatively polite.
• Car rental companies will usually pick you up at the
airport when you arrive, and drive you back when you

Watches

Carissa Yu, Director of Regional Finance at Fossil Asia Pacific, highlights
watches that fuse style with high-tech flair

I prefer watches that look fashionable and match
my daily outfits, while I also like smartwatches
that can make my life more convenient. I think
the following watches are worth highlighting
for their trendy look, embedded technology, and
customizable features.
Fossil launched, in both its own brands and
licensed brands, touchscreen smartwatches that
feature a digital display and connect you to the
world with just a glance at your wrist. Fossil Q
Marshal was inspired by photography lenses
and comes in blue and black. The classic watch
design is paired with technology to provide
activity tracking, notifications, custom watch
46 March 2017

depart. Remember that both international and Hong Kong
driving licenses are required for registration. The car will
come with a full fuel tank, and you will need to fill it up
when you return it.
• The car will have GPS to help you navigate towards your
destination by inputting a map code (Okinawa) or phone
number (all areas). The interface is in English with little
Japanese, so you don’t need to worry about translating
information. The voice navigation will always alert you to
take the recommended driving route.

faces, voice control, and much more. The
Michael Kors Bradshaw helps you lead
a glamourous and connected life in rose
gold.
Hybrid smartwatches are suitable for
people who desire the look of a traditional watch, but with smart features. The
Emporio Armani Renato features activity
tracking, notifications through movement
in the watch hands, auto-update time
(syncs with your phone), and the ability
to take photos from the watch. It doesn’t
require a daily charge as the battery can last
roughly six months.

Fossil Q Marshal

The Michael
Kors Bradshaw

aplus

Eat
Easy stir-fried chicken with holy basil recipe by Lenny Wong,
General Manager of Corporate Governance at Li & Fung,
a certified instructor in nutrition and weight management, and
a certified advance-level personal fitness trainer
No matter the reason for hitting the gym
and working out, the post-workout meal is
important because the body has used up
stored energy and needs nutrients to repair
the damaged muscle cells and restore your
energy level.
A boiled and plain meal after a workout
is a well-known ideal choice. But it can be
boring and unappetizing, and can sometimes
even make the idea of having junk food
instead more tempting. We tend to desire

Ingredients (one serving):
Garlic, 2 gloves
Small chili (to taste)
Chicken breast
2 long beans
1/2 Red spur chili (optional)
Holy basil*

something special, delicious and healthy, as
a way to reward ourselves for all the effort
we had put into the workout.
Stir-fried chicken with holy basil, a
popular and quick Thai meal, is savory and
satisfying. The chicken and beans provide a
quality source of protein for muscle repair,
and the rice is an important energy source
for body recovery. It’s spicy and the peppery
aroma from the holy basil adds no calories
to the dish.

Minced
Chopped
Minced (1/3 cup)
Chopped 1-2 cm
Sliced diagonal for garnish
1/3 cup

Seasonings:
Fish sauce, soy sauce, oyster sauce
Sugar, dark soy sauce
Water

1/2 table spoon, each
1/2 teaspoon, each
2 table spoons

*Can be found in Thai grocery stores,
and be substituted for basil or skipped.

Hiking

How to cook:
• In a wok, add 1 table spoon of oil, garlic
and small chili. Stir until fragrant.
• Add chicken and beans. Continue to stir
until chicken turns white.
• Add seasoning, and cook for around 2-3
mins until seasoning has thickened.
• Turn off the heat, add the basil and red
spur chili and stir. Top with some pepper
powder.
Serve with steam rice (or boiled noodles),
pan-fried egg, cucumber or any of your
favourite vegetables. Adjust the amount and
proportion of ingredients to suit your health
and fitness objective.

Barry Tam, Proprietor of K.W. Tam & Co., and Director of i-Runners and i-Travellers,
shares some smart tips for hikers on surviving Hong Kong’s humidity
Just as Hong Kong will always
be humid and wet, avid hikers
will always passionately hit the
trails, even in bad weather. If
you’re one of them, be sure to
have the right stuff to keep safe
and dry. Here are some tips:
 lan the route well away
1. P
from riversides, steep slopes
and waterfall trails. Stay on
clearly marked trails, evaluate road conditions and check
the weather forecast before
and during hiking.

 ring gear such as a fully
2. Hike with partners, not alone. 5. B
charged mobile, hiking pole,
3. C
 hoose shoes with good
map, compass, GPS device,
grip, that are waterproof
umbrella, headlight, whistle,
and fit slightly bigger. Wear
emergency blanket, first-aid
appropriate socks and apply
kits, rain cover for backpack,
vaseline to reduce risk of
and use zip-loc bags for items
blisters.
inside your backpack.
4. A
 ppropriate clothing
6. Stay hydrated and replenish
includes waterproof or rain
your electrolytes. Eat
jackets, fast-dry and light
sufficiently for energy
tops and trousers, and waterand eat snacks for salt
resistant caps to keep you
replenishment such as nuts,
dry. Carry spare clothes in
bars and trail mix.
waterproof bags.
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A life in the day

…. with Nury Vittachi

Leaving it to chance
Hong Kong’s humorist talks to an Institute
member who took a gamble and won big

M

acau has always been a
tiny miracle. With very
little agricultural land and
no natural resources, there seemed
to be no good reasons for the small
fishing town to thrive. Yet its crosscultural history gave it a level of
freedom and entrepreneurial nous
comparable to its neighbour, Hong
Kong, and it has had world-beating
growth rates.
When Wendy Lau was a teenager
in Macau, the miracle was under
way. Fishing had stopped being
the main industry. Garment
manufacturing, tourism and the
casino business had grown through
the 1960s and 1970s to dominate in
the 1980s and 1990s.
But macro-economics were
not the concern of the Form-five
young woman at that time – microeconomics were on her mind. The
teenager needed to earn some
money and was looking at the job
advertisements in the newspaper.
A company was looking for a
“part-time clerk.” It didn’t say what
the company’s business was, but
Wendy didn’t mind. She didn’t know
what she wanted to be when she
grew up.
What she did know was that
she had a good brain with high
mathematical skills, and was
recently awarded as the top Macau
candidate in the international LCCI
book-keeping exam.
She turned up for the interview
at what turned out to be a local CPA
firm, and Wendy was hired as an
accounting clerk.
It was like a sign – Wendy later
chose accounting as her major in
university.
After graduation, she joined
KPMG Macau. At the time, it was a
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small office supported by a much
bigger sister operation in Hong Kong.
She worked there for seven
years. Although she enjoyed life as
an auditor, she decided it was time to
try other things and achieve better
work-life balance – good auditors
work long hours.
Macau’s extraordinary growth
was continuing. In 2002, the gaming
market was opened up. Instead of
a single company controlling it all,
many different firms would serve
the market.

“[The job ad]
didn’t say what
the company’s
business was,
but Wendy didn’t
mind.”

Wendy first joined one of the casinos doing construction accounting
work. But the job turned out to be
quite routine compared to life as an
auditor. She wanted something else.
She pricked up her ears when
she heard that Wynn Resorts
(Macau) S.A. was looking for a tax
manager. It was a big, international
company, and the job would be
challenging – which she decided
would be a good thing.
“It’s fun to do tax compliance and
tax planning for a company with
businesses and offices in different
locations,” she said.
The company applied for a listing
on the stock market in Hong Kong,

which kept the financial experts in
the firm busy for a while.
By that time, Wendy knew she
had a good job, but she still loved
learning, so she did a course in tax
advisory at City University of Hong
Kong. This helped her move up to her
current role, Tax Director of Wynn.
She does the job well, but she has
never forgotten the need for worklife balance.
Her greatest delight away
from the office is her five-year-old
daughter. They do the usual family
things: playing in the park, visiting
the beach, and looking at storybooks
in the library.
But Wendy was pleased to
discover that her daughter also loves
learning, so the parents signed up
for a child-parent dancing class.
And then in the supermarket
one day, Wendy made an even more
interesting discovery. Her daughter
was adding up the prices of all the
items in their trolley. This quickly
became a habit, and the child
now also adds up the menu items
when they eat out. “Maybe she has
inherited my genes,” says Wendy
with a laugh.
Like her mother, and like Macau,
she looks set to be a success.

Nury Vittachi
is a bestselling author,
columnist, lecturer
and TV host. He wrote
three storybooks for the
Institute, May Moon and
the Secrets of the CPAs,
May Moon Rescues the
World Economy and May
Moon’s Book of Choices

