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A record of more than 450 audit committee 
(AC) members and directors thronged the 
Regional English Language Centre auditorium 
on 5 January 2016 for the second annual Audit 
Committee Seminar jointly organised by ACRA, 
SGX and SID.

The seminar’s theme was “Raising the bar on 
fi nancial reporting”. Clearly the bar is being raised 
not just for ACs, but also auditors and chief fi nancial 
offi  cers (CFOs), and, arguably, the regulators as 
they seek to respond to a more demanding and 
complex business and investment environment. 

The seminar covered several new developments, 
including:
- The audit quality indicators (AQIs) disclosure 

framework by ACRA; 
- The new auditor reporting standards; 
- Sustainability reporting for listed companies on 

a “comply or explain” basis;
- SGX regulatory initiatives including independent 

Listing Committees, Compliance Bulletin and 
“comply or explain” compliance review. 

ACRA also provided an update of the fi rst 
phase of its enhanced Financial Reporting 
Surveillance Programme (FRSP) and what it 
will be focusing on in the next round, while 
SGX reviewed recent case studies where it 
detected areas of concerns.

We summarise the key takeaways from the event 
in the following pages. 

For those who need more information on the 
content covered in the seminar, do get your copy 
of the 2016 Mini-Guide for Audit Committees: Hot 
topics that ACs and directors need to know which 
was launched at the event. The four hot topics 
in the mini-guide that was jointly produced 
by ACRA, PwC and SID are: FRSP, Enhanced 
Auditor Reporting, AQI Disclosure Framework, 
and New/Revised Singapore Financial 
Reporting Standards.

53

Directors' Bulletin (2Q 2016)-FA.indd   53 16/3/16   12:07 pm



DIRECTORS’ BULLETIN

54 FEATURES

SGX Regulations

New SGX Developments
• Three independent Listing Committees 

(Advisory, Disciplinary and Appeals) were 
established in October 2015 to strengthen the 
listing regulatory process.

• SGX Listing Compliance Bulletin launched in 
December 2015 shares recommended practices, 
guidelines and case studies of compliances.

• Consultation paper on sustainability reporting 
being introduced on a “comply or explain” basis; 
launched in January 2016.

• SGX hired KPMG in October 2015 to review 
listed companies’ compliance with the “comply 
or explain” requirements.  

Case Studies of Areas of Concern
• Issuance of convertible securities must comply 

with rules such as the maximum number of 

shares to be issued and any material alteration 
to securities’ terms after issue must be approved 
by the shareholders.

• Bonus issues should not result in shares to be 
less than $0.50 based on the daily weighted 
average price.

• Distinction between a bonus and a rights issue is a 
matter of substance and not name. The rules and 
disclosure requirements for both are diff erent. 

• If a company's ability to operate as a going 
concern is contingent on fundraising exercise, 
the company must monitor the progress 
of the fund raising and ensure that trading 
suspension is requested should fund raising  
be unsuccessful.

• Suitability of new auditors to be justifi ed.
• SGXNet is not to be used for promotional 

purposes.
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“The Listings Disciplinary 
and Appeals Committees 
have all the enforcement 
powers of the Exchange 
which include private 
warning, requiring issuers 
to appoint independent 
advisors and reviewers 
of internal controls and 
processes, and objecting to appointment of 
directors and/or executive offi  cers. On top of 
these, the Committees can publicly reprimand 
issuers, directors and executive offi  cers, require 
resignation of directors and executive offi  cers, 
impose fi ne against issuers and prohibit 
issuers’ access to market facilities – what is 
commonly termed as the “cold shoulder rule”.

Ms June Sim 
Head, Listing Compliance, SGX

“Sustainability reporting 
complements fi nancial 
reporting by covering 
the non-fi nancial 
aspects, including the 
environmental, social and 
governance aspects of 
the company’s business 
and strategy. This gives 
investors better insight into the companies they 
invest in by enabling them to assess a company’s 
prospects and quality of management more 
holistically. It is widely recognised that the 
disclosure of material information beyond the 
fi nancial numbers enhances transparency and 
builds greater understanding and trust among 
investors over time.”

Mr Loh Boon Chye 
CEO, SGX

Is SGX toughening up regulation?

“Although my background [in Commercial Aff airs Department] is in 
enforcement, the regulations and our focus at SGX are aimed at prevention 
and containment. Enforcement is not our fi rst response, and it shouldn't be… 
[Hence for our review of companies’ compliance with the CG Code] we are  
not naming and shaming right away. Rather we are going to highlight areas  
of concern and, for example, point out boiler plate responses in the “comply  
or explain”’ statements that are not adequate... 

We highlighted the disclosure concerns related to the China-linked companies 
(in November 2015) to give fair warning… The hardest part about being a 
regulator is fi nding the right touch… Transparency is about being clear and 
giving fair warning, ensuring due process, including the right to be heard. 
There should be no unwritten rules.”

Mr Tan Boon Gin
Chief Regulatory Offi cer, SGX

Why sustainability reportingPowers of the listing committees
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Enhanced Auditor Reporting
• The UK has been the front runner of the  

new auditor reporting standard. In Singapore, 
ISCA has issued the new and revised standard 
to be eff ective for audits of fi nancial statements 
ending on or after 15 December 2016. 

• The major change in the new audit report is a 
new section on “key audit matters” (KAM) for 
listed entities. These are matters deemed by the 
auditor to be most signifi cant in the audits of 
fi nancial statements. 

• Other changes in the new audit report include 
the greater visibility for a going concern, and the 
restructuring of the audit report for readability.

Audit Quality Indicators (AQIs)
• ACRA has introduced a voluntary AQI 

Disclosure Framework for implementation 
from 1 January 2016 onwards. Whilst not the 
sole determinant, AQIs can provide additional 
data points to help ACs evaluate auditors 

based on quality during new appointments   
or re-appointments.

• The Framework comprises eight AQIs:
1. Audit Hours – Time Spent by Senior Audit 

Team Members
2. Experience – Years of Audit Experience and 

Industry Specialisation
3. Training – Average Training Hours and 

Industry Specifi c Training
4. Inspection – Results of External and  

Internal Inspections
5. Independence – Compliance with 

Independence Requirements
6. Quality Control – Headcount in Quality 

Control Functions
7. Staff  Oversight – Staff  per Partner/ 

Manager Ratio
8. Attrition Rate – Degree of Personnel Losses

• Big 4 audit fi rms have committed to provide 
the AQIs data to the Audit Committee in   
a standardised format to facilitate comparison.

FEATURES

Audit Quality
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How do these new requirements by regulators refl ect on auditors?

“The audit profession has always been focused on being relevant and we need 
to do a better job at communicating this. As an illustration, the new auditors’ 
report which sets out key audit matters was very much an initiative of the audit 
profession – led by the International Auditing and Assurance Standards Board. 
Ensuring relevance and upping the quality of the fi nancial reporting ecosystem 
and supply chain is fundamental to ensuring trust in the capital markets. 

The development of the AQI disclosure framework (which ACRA has taken  
a practical approach to) is an example of collaboration with the profession. 
Having eight quality indicators across a broad range of metrics sets us up for 
a continuing journey towards audit quality.  However, AQIs should be an 
enabler, not an algorithm or formula which one should blindly apply.”

Mr Max Loh
Managing Partner, EY ASEAN and Singapore

Why the new audit report?
 
“The Global Financial Crisis 
highlighted the need for change. 
Commentators argued if the 
crisis did not mean individual 
auditors failed, did this mean that 
the audit failed. In other words, 
did the audit meet the legitimate 
expectations of users? As a result, 
the UK’s Financial Reporting 
Council implemented a package 
of measures including those to enhance the relevance 
and transparency of the audit. Hence, the new auditor 
report. When it was fi rst introduced in the UK, it met 
with some resistance, but the experience to date has 
been overwhelmingly positive. Auditors surpassed 
expectations, the diff erences between and within fi rms 
emerged, and investors now read the audit reports.”

Mr Paul George
Executive Director, Conduct Division, UK Financial Reporting Council

Will any auditor do?

“While an AQI 
is not a single 
defi nitive measure 
of audit quality, 
each AQI is an 
objective and 
measurable data-
point that indicates 
the level of audit 
quality. Therefore, 
Audit Committees would benefi t by 
having access to such data points in 
helping them choose the right auditor 
based on quality.”

Ms Julia Tay
Deputy Chief Executive, ACRA

FEATURES
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“There is defi nitely more work 
for the CFO and the fi nance team 
resulting from the additional 
scrutiny and requirements. 
However, we should put things 
into perspective – the additional 
information required is, in the long 
term, good for us. The business we 
are in is a capital-intensive one and capital fl ows freely 
across borders. If investors are not comfortable with our 
level of transparency, they can take their money and 
move elsewhere. Sometimes, rumour and speculation 
can become reality so transparency and the appropriate 
level of governance are key. We also receive complaints 
from investors about the thickness of our annual reports 
which can go up to 300 pages. Data and information are 
not the same thing, so we need to summarise some of the 
data in a succinct way to provide the information for our 
investors to make the right decisions.”
Mr Arthur Lang
Group CFO, CapitaLand

“The hot seat of the AC 
Chair is a function of 
today's environment of 
volatility and risks. The 
AC's responsibility can 
be thought of in terms 
of three “I”s. The fi rst 
is “integrity”, ensuring 
the integrity of the fi nancial statement and 
organisation. The second is “institution”, 
giving due attention and diligence and not 
think that it is all about the data. The third 
is “information”, providing information 
that are useful and assuring to investors. 
The basic responsibility has not changed 
but the demands of the investors and   
the public have increased. So, we have  
to respond.”

Ms Euleen Goh
Audit Committee Chair of CapitaLand,   
SATS and Royal Dutch Shell

How hot are the CFO and AC seats?

Latest Developments on ACRA’s FRSP
• The Financial Reporting Surveillance Programme 

(FRSP) reviews fi nancial statements for 
compliance with the accounting standards.

• It was enhanced in 2014 to cover fi nancial 
statements where auditors have issued “clean” 
audit opinions.

• Findings indicated that the state of fi nancial 
reporting by Singapore-incorporated listed 
companies is generally healthy. However, there 
is still room for improvement as a number 
of instances of non-compliance with the 
Accounting Standards were identifi ed.

• Out of 49 fi nancial statements of listed 
companies reviewed in the fi rst review 
cycle, there were four instances of severe 

non-compliance, 54 instances of other non-
compliances, and 74 areas for improvement. 
Four companies received warning letters and 
29 companies received advisory letters.

• ACRA will focus on the following areas in their 
review of the FY2015 fi nancial statements:
− Control over investees 
− Call or put option over shares of investee
− Business acquisitions
− Long-life assets value and impairment testing
− Breaches of borrowing covenants 
− Sale-and-leaseback transactions
− Statement of cash fl ow
− Impact from the currency environment
− Fair value measurement
− Earnings per share

Financial Reporting Surveillance 
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“The three root causes of non-compliance are insuffi  cient scrutiny of the 
fi nancial statements, aggressive judgements, and an over-reliance on  
a weak accounting team. ACs need to review fi nancial statements carefully 
and with rigour, be alert to management’s motivations and challenge   
their judgements when appropriate, and ensure the competent and   
well-resourced fi nance team are in place.”

Ms Bong Yap Kim
Director, Financial Reporting Surveillance Department, ACRA

“Many directors would 
like to know why the 
enhanced FRSP programme 
is targeted at ACs and 
directors, when it is the 
CFO who prepared the 
fi nancial statements which 
are passed by the auditors.”

Mr Willie Cheng
Chairman, SID

“To say that auditors get away with things is 
far from the truth. Like all other professionals, 
auditors are subject to immense penalties if 
they have been negligent. ACRA supervises 
the accounting/auditing profession in a very 
stringent manner and holds the profession 
to the highest quality and standards. Not all 
actions taken may be highly publicised but 
as members of ACRA’s Public Accountants 
Oversight Committee, I can assure you that 
audit professionals have clear accountability 
and face severe consequences when standards 
are not met. 

Mr Max Loh
Managing Partner, EY ASEAN and Singapore

“We talk about the responsibility 
and liabilities of directors. 
Should not the liability also lie 
with the auditors? After all, the 
board is relying on the opinion 
provided by the auditors.  
A Singapore Court of Appeal 
judgement ruled that directors 
can rely on professional advice 
which include auditors.”

Mr Kevin Scully
Executive Chairman, NRA Capital

board is relying on the opinion 

judgement ruled that directors 

“The FRSP exercise is not meant to be punitive 
but to raise directors’ awareness of their 
responsibilities with regards to fi nancial 
reporting. Section 201 of the Companies Act 
places the responsibility on directors to ensure 

that the fi nancial statements 
are true and fair and 
in accordance with the 
accounting standards. In 
fairness, directors can rely 
on information and advice 
by competent third parties. 
However, such reliance 
must be diligently (and not 
blindly) exercised.”

Mr Kenneth Yap
Chief Executive, ACRA 

by competent third parties. 

blindly) exercised.”

Causes of non-compliance to accounting standards

Why the focus on directors?
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