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Prepare to take off

Fly high with the
Financial

Controllership
Programme

The Financial Controllership Programme develops future business leaders

A 16-day tailor-made, practical programme designed by the Hong Kong Institute of CPAs to help
aspiring and existing financial controllers acquire core technical knowledge and develop the
competencies needed to become a finance leader and add value to your company.

Expert course directors and facilitators will teach you using real world examples: management
competency development, accounting for performance and decision making, strategic finance, risk
management and corporate governance, and business ethics.

—
The FCP was a “ 5
valuable opportunity | would say it's
for me to learn from one of the most valuable
the experts and all the courses | have ever
speakers. attended in my life.
~

b

The programme runs from June to December. More details are available on the website.

CPA Hong Kong Institute of
Certified Public Accountants
-y EEGTHAY

www.hkicpa.org.hk/fcp




President’s
message

“I spoke to the new members of
the opportunities ahead of them
as new Accountants Plus, the
importance of continuing to learn
—their personal dedication to their
careers — and how the Institute can
help them in their goals.”

Dear members,

Accountants Plus was the theme
of my month, celebrating three key
skills — motivation, dedication and
preparation. These skills help us to
be successful in our professional —
as well as personal — lives.

Early in the month I attended the
graduation celebration for the 2018
class of the Financial Controllership
Programme (FCP). The programme
is perfected for motivated aspiring
and new financial controllers, and
it was exciting to hear from the
graduates about how it had helped
them become Accountants Plus,
ready for their roles leading their
business’ finance teams.

In this age of Accounting Plus,
we must be motivated and ensure
that our skills are continuously
improved and sharpened, and
the FCP can help accountants in
business achieve this. The FCP’s
experienced course directors and
facilitators share their knowledge
and experiences with programme
participants, training them in the
skills needed to be a successful
financial controller in the age of
Accounting Plus. The 2019 class
FCP begins next month — hurry and
you can enrol in the full programme
by 5 June.

Welcoming new members to our
Institute is a great privilege for the

Council. This month the Institute
held its annual New Members
Cocktail which welcomed some
of the over 1,600 dedicated new
members who joined the Institute
during the past year. I spoke to the
new members of the opportunities
ahead of them as new Accountants
Plus, the importance of continuing
to learn — their personal dedication
to their careers —and how the
Institute can help them in their
goals. Speaking to the attendees, the
energy and enthusiasm on display
in our profession’s newest members
was inspiring. They demonstrate
how the profession will continue to
achieve success in the future and I
wish them all the best of luck.
Promoting the profession to
society is an important task for
the leadership of the Institute.
This month I took part in a media
lunch alongside Vice-President
Nelson Lam and Acting Registrar
Jonathan Ng with many Hong
Kong-based media. The media
asked about the preparations of the
new Qualification Programme,
which will be introduced this year,
and how the new topics such as use
of new technologies and training
in the soft skills accountants need
will prepare future generations of
Accountants Plus. I spoke about

developments in Hong Kong,
such as how the Greater Bay Area
represents new opportunities for
our profession, and the Institute
would explore how it could help our
members to prepare for them. I also
highlighted the importance of work-
life balance and how the Institute
helps organize members’ social and
sports events.

I celebrated the success of
some sporty Accountants Plus
who both achieve a good work-life
balance and who had achieved
success in the Standard Chartered
Hong Kong Marathon 2019. We
spent the evening celebrating their
outstanding results. I would like
to single out the success of Pan Po
Shing in particular for setting a
new Institute record for the men’s
full marathon of 2:48:22 —a record
for future “Accountants Plus
Marathoners” to target. We also
achieved success in the Corporate
Challenge, winning the 10 km, half
and full marathon categories, and I
look forward to attending the prize
ceremony for these awards in June.

All our runners displayed
motivation, dedication and
preparation to achieve their
results. Three key skills needed for
success in our personal —as well as
professional — lives.

Patrick Law
President
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Institute news Accounting news

Institute news

Financial Controllership Programme 2019:
Calling future finance leaders

The Institute’s Financial Controllership
Programme is accepting enrolments

with the deadline of 5 June. The six-
month part-time programme is taught by
professional accountants in business and
other experienced facilitators and aims to
help participants develop competencies
expected of a skilled finance leader today
and add value to their business.

It is specially-designed for aspiring
and recently appointed financial control-
lers, existing financial controllers who
wish to refresh their skills, and mem-
bers preparing to make the switch from
practice to business. The programme
runs over 16 Saturdays between June and
December and covers five topics relevant
to the work of a financial controller:
management competency development;
accounting for performance and decision
making; strategic finance; risk manage-
ment and corporate governance; and
business ethics. The programme is open
to all members with at least five years
post-CPA qualification work experience.
Interested members can find out more on
the Institute’s website.

Supervision and Evaluation
Bureau visit the Institute

On 22 May, Vice-President Johnson
Kong hosted a delegation of six
officials from the Ministry of Finance’s
Supervision and Evaluation Bureau led
by Director General Guo Jin Xing. The
Institute introduced the latest on audit

Disciplinary findings

Ng Chi Ching, CPA

Complaint: Failure or neglect to observe, maintain or
otherwise apply the fundamental principle of Professional
Behaviour in sections 100.5(e) and 150.1 of the Code of

reform in Hong Kong, followed by
discussions on cooperation in cross-
border audit cases.

New Members Cocktail

More than 160 members attended the
cocktail reception on 18 May to celebrate
their CPA designation. They were wel-
comed by Institute President Patrick Law,
Council members, the Acting Registrar
Jonathan Ng, members of senior manage-
ment, and representatives from the Young
Members Committee and various sports
and recreation interest groups.

Accountant’s Update

Pathway 2019 (International)
programme

Subscribe the 20-hour Accountant’s
Update Pathway 2019 (International)
programme at an early bird discounted
price of HK$2,475 before 11 June. This
programme will keep you up to date with

global trends in financial reporting, tax
harmonization across the G20, audit,
regulation and technology, and includes
dedicated content for Hong Kong. More
information is available on the Institute’s
website.

New e-course pathways

Three pathways on data analytics, leader-
ship and management, and business
performance management have been
added to the Institute’s e-course catalogue
of accounting CPD. Each pathway is a
20-hour programme with 20 sessions and
learners can read the material at their own
pace within six months. Find out more on
the Institute’s website.

Council minutes

Minutes from the March Council meeting
are now available for members to read.
They can be found in the “Members’
area” of the Institute’s website.

Welcoming new members at the New Members Cocktail

Ethics for Professional Accountants.

Ng was the financial controller, company secretary
and compliance officer of Yorkey Optical International
(Cayman) Limited, a company listed in Hong Kong. In

those positions, Ng had a statutory obligation to ensure
that the company complied with the relevant disclosure
requirements under the Securities and Futures Ordinance



(Cap.571) (SFO).

In August 2012, the company announced its interim
results and stated that it expected significant growth
and increasing profitability in the second half of the year.
However, the company's full year results announcement
in March 2013 revealed that performance had in fact
deteriorated significantly. The company had therefore
breached the relevant disclosure requirements by
not issuing any profit warning announcement in the
intervening period. The Market Misconduct Tribunal started
proceedings in 2016 in relation to the breach.

The tribunal noted that Ng did not obtain the company's
monthly management accounts, and as a result, he was not
alerted to the deteriorating performance during the second
half of the year. Ng only became aware of the deteriorated
results one month before the company’s annual results
announcement, and even then he failed to ensure that the
company issue a profit warning announcement.

In 2017, the tribunal found that Ng was reckless in
failing to ensure the company's timely disclosure, and
that he failed to put in place a system to enable the timely
identification and disclosure of price sensitive information.
The tribunal found Ng had breached sections 307G(2)(a)
and 307G(2)(b) of the SFO and issued sanctions against
him. They also recommended referring the findings to the
Institute.

Decisions and reasons: The Disciplinary Committee
ordered that the name of Ng be removed from the
register of CPAs for one year with effect from 13 May
20189. In addition, Ng was ordered to pay HK$32,496
towards the costs of the disciplinary proceedings. When
making its decision, the committee noted that Ng's
conduct was grossly insufficient and highly undesirable.
He had wholly ignored and disregarded his duties and
responsibilities. The committee further noted he was
appointed in the positions of the company because of his
professional background as an accountant. His conduct
amounted to a serious breach of statutory duties and the
trust and confidence placed upon him by the public and
shareholders.

Wong Suet Fan, CPA

Complaint: Guilty of professional misconduct and
dishonourable conduct.

Wong was selected by the Institute for practice review
in early 2016, when she was holding a practising certificate
and practising as a sole proprietor. The Institute's
practice reviewers attempted to contact Wong through
her registered contact addresses to arrange the review,
but they were unable to obtain her response. However,
Wong was able to receive the Institute's documents for
registration renewal which were sent to those same
addresses, and successfully renewed her membership and
practising certificate for 2017.

InMay 2017, the Practice Review Committee of the
Institute issued a direction to Wong requiring her to provide
certain information for the practice review and cooperate

with the Institute to facilitate a practice review. Wong failed
to comply with the direction and did not respond to the
Institute’'s communications concerning the matter.

Decisions and reasons: The Disciplinary Committee
ordered that the name of Wong be removed from the
register of CPAs for one year with effect from 29 April
2019. In addition, Wong was ordered to pay HK$34,447 in
costs of the disciplinary proceedings. The committee found
Wong's disregard of the Institute's communications, and
failure to provide a proper office address, prevented the
Institute from carrying out its statutory duty to conduct a
review of her practice. The committee further found Wong's
failure to maintain a proper office address was a breach of
section 31 of the Professional Accountants Ordinance and
would amount to a criminal offence.

YinYingneng, Richard, CPA

Complaint: Failure or neglect to observe, maintain or
otherwise apply the fundamental principles of (i) Integrity
under sections 100.5(a) and 110.2 of the Code of Ethics for
Professional Accountants and (i) Professional Behaviour
under sections 100.5(e) and 150.1 of the code. Yin was also
found guilty of professional misconduct.

Yin was appointed as the Chairman of First China
Financial Network Holdings Ltd. (First China), a Hong
Kong-listed company, in 2005 and was subsequently
redesignated as a non-executive director. He resigned in
December 2008.

In 2012, the Securities and Futures Commission filed
acourt action against Yin and others for their breach of
director's duties to First China. The breach concerned
falsely putting forward a non-existent agreement between
the company and a third party for the distribution of
dividends in connection with an acquisition undertaken
by the company. This caused First China to wrongly pay a
dividend of RMB18,692,000 to the third party. The court
found Yin breached his duties as a director under the
GEM Listing Rules and common law, and ordered him
to be disqualified from being a director or involved in the
management of any listed or unlisted corporation in Hong
Kong for four years.

Decisions and reasons: The Disciplinary Committee
ordered that the name of Yin be removed from the register
of CPAs for two years with effect from 24 May 20189. In
addition, Yin was ordered to pay costs of the disciplinary
proceedings of HK$37,000. When making its decision, the
committee took into consideration that the breach of trust
by a fiduciary is a very serious matter and the amount
involved was material. The committee also considered
mitigating factors which included the court's acceptance
that Yin was the least culpable party in view of his attempts
toresist the instigator's pressure and to find a way to return
the windfall.

Details of the disciplinary findings are available at the
Institute's website: www.hkicpa.org.hk.



News
Accounting

Hang Seng Indexes
launches two new
ESG indices

Hang Seng Indexes announced on 14 May two new indices to track the
environmental, social and corporate governance (ESG) impact of listed
companies. The HSI ESG Index and the HSCEI ESG Index have the same
list of constituents as the Hang Seng Index (HSI) and the Hang Seng China
Enterprises Index (HSCEI) respectively, but adopt different constituent
weightings. Companies with higher ESG scores will have higher weightings in
the new indices. Vincent Kwan Wing-shing, Chief Executive Officer of Hang
Seng Indexes Company, said the launch is driven by growing interest from fund
managers for ESG investing. “We believe the timing is right to launch the two
new ESG indices as they provide bases for product issuers to develop investment
products linked to the portfolios of our flagship indices but with a greater
emphasis on ESG,” he said. Globally, ESG investment stood at US$30.683 trillion,
34 percent higher compared with 2016, according to Hang Seng Indexes.
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Malware attack shuts down accounting company

A cyberattack hit tax and accounting software giant
Wolters Kluwer earlier this month, leaving many of their
customers — mainly small- and medium-sized firms —
unable to work. The outage, which took place in the morning
of 8 May, affected its vital storage services, and tax and
accounting services, barring customers from accessing

tax returns or personal information. The company took its
system offline following the attack to prevent the malware
from further spreading, however the move made it difficult
for accountants and IT staff to reach the company for infor-
mation. The company noted that it found no evidence that
customer data or systems were compromised. It restored
service to nearly all customer applications and platforms on
16 May, more than a week after the shutdown.

Hong Kong issues four more virtual bank licenses

The Hong Kong Monetary Authority (HKMA) has issued four more virtual banking
licenses, in a bid to encourage innovation in the financial services sector. The licenses
were issued to applicants with ties to China’s biggest technology companies: Ant Finan-
cial’s Ant SME Services; Xiaomi-backed Insight Fintech HK; Ping An OneConnect
Company; and, backed by Tencent, Infinium. The HKMA has now issued eight licenses
since March, and aims to help the city keep up with Mainland China, which has oper-

ated virtual banks for close to halfa decade. “Through FinTech innovation, Infinium will
collaborate with the HKMA and industry partners to promote financial inclusion in Hong
Kong, allowing more customers to enjoy a brand-new, efficient and secure virtual banking
experience anytime and anywhere.” Chief Executive of Infinium, Eric Sum, said. The
virtual banks will begin offering banking services in six to nine months, and offer deposit
and lending services to the general public and small- to medium-sized businesses.

EY in tax partnership with Thomson Reuters

EY will partner with Thomson Reuters to bring
together EY’s Tax Technology and Transformation
services and Reuters’ ONESOURCE global tax tech-
nology, allowing EY teams to help clients deal with
more complex tax issues. The partnership follows EY’s
acquisition of Thomson Reuters’ legal services busi-
ness Pangea3 earlier this year. Kate Barton, Vice Chair
of EY said: “With the rapid rise in platform-based
technology in the form of cloud and other secure access
platforms, tax departments are beginning to solve prob-
lems, source business solutions and interact with tax
authorities in a whole different way.”

FASB asked to delay accounting rules

The American Institute of Certified Public Accountants (AICPA) has asked the Finan-
cial Accounting Standards Board (FASB) to delay the implementation date for new lease
accounting rules by one year. In a letter, released 13 May, the AICPA cites the imple-
mentation of other accounting standards, which deal with leases and revenue and loan
losses, as a reason for the delay. It noted that “many private companies still need to expend
significant resources to adopt the new revenue standard.” The letter follows an earlier let-
ter submitted by the Associated General Contractors of America on 3 May also asking for
the delay, saying “a one-year delay will allow both the preparer of the statements and their
auditors more time to accurately implement this standard.” A spokesman for the FASB
says the board is reviewing both requests.

A world of numbers

a8
80%

The percentage of chief financial
officers who do not have a
successor for their role, according
to the 2019 study by management
consulting company Korn Ferry,
which surveyed 222 CFOs in
companies across the globe. It
found that only 38 percent of CFOs
had a comprehensive succession
plan. John Petzold, Korn Ferry's
Senior Client Partner attributed
this to organizations “being so busy
trying to outpace the competition.”

90%

The percentage of accountants who
believe the professionis undergoing
amajor cultural shift asitenters
the nextdecade. Factors such as
evolving client demands, technology
adoption and diversity within firms are
changing the accounting landscape,
according toa survey on 3,000
accounting professionals worldwide
conducted by Sage.

40%

The percentage of accounting
and finance firms facing trouble
in prioritizing potential robotic
process automation (RPA) initiatives,
according to the 2019 RPA Survey by
global consulting company Protiviti,
which surveyed 450 executives.
Factors such as concerns with
cybersecurity and regulation remain
obstacles to pursuing higher RPA
adoption rates. A further 24 percent
cite alack of talent as another
challenge.
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OPwCto open university in Sanya

PwC has announced plans to establish a university in Sanya, in a
bid to boost innovation and competitiveness within the city. The
Big Four firm announced the signing of a strategic cooperation
agreement on the project with the municipal government, in
China’s Hainan Province, on 29 April. The project will also
support the development of Hainan Free Trade Zone, which could
see the province grant foreign firms greater trade and economic
freedom. “The PwC University project reinforces our corporate
social responsibility, and maximizes our values by contributing
to national development,” says Raymund Chao, PwC Asia Pacific
and Greater China Chairman.

O Slack technologies works towards June listing
Workplace messaging app owner Slack Technologies announced
plans to go public on 20 June. The company, which currently has a
valuation upwards of US$15 billion, will be listed on the New York
Stock Exchange under the ticker symbol “WORK?” and expects to
raise US$197 million. Instead of an initial public offering, it will go
public via a direct listing, making it easier for existing shareholders
to sell stock. It has since registered nearly 17 million shares of stock
since 20 May. Slack, which is used by over 600,000 organizations
with three or more employees, is one the most high-profile
companies to go public this year, following Pinterest, Beyond
Meat, Lyft and Uber Technologies. It plans to report first-quarter
results on 10 June.

Carlos Ghosn

© KPMG fined for bank audit

KPMGQG in the United Kingdom has been fined £4.5 million and
reprimanded after admitting its own misconduct in its 2009 audit of
Co-operative Bank. The U.K. Financial Reporting Council (FRC)
said the failure came to light following the merger between the
bank and building society Britannia, which led to the discovery of
£1.5 billion missing in the bank’s accounts. The FRC added that
KPMG had failed to inform Co-operative Bank about the risky
loans it had acquired through the merger and failed “to obtain
sufficient appropriate audit evidence.” KPMG said: “We regret that
some of our audit work around specific elements of the bank’s fair
value adjustments did not meet the appropriate standards.”

OMazarsto probe former Nissan chairman
Mazars has been hired to investigate former Nissan chairman

and Renault Chief Executive Officer Carlos Ghosn, who has been
imprisoned since last November following charges of falsifying
financial statements. Auditors will look into whether the high
expenses claimed by the embroiled ex-chairman were for personal
use. These include personal trips made by Ghosn and his family
over a three-year period worth €4.8 million, an expense of over €12
million on high-end clothing and entertainment, and a €545,000
banquet at the Palace of Versailles. Ghosn, who denies all charges,
claims he is the victim of a “conspiracy” by former colleagues

at Nissan. Ghosn’s defense lawyer, Takashi Takano, says he is
expected to go on trial in 2020.

May 2019 9
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With Micro-, World Small and Medium-sized
Enterprises Day on 27 June, Institute members tell

Liana Cafolla what it's like to play a big rolein a

small- and medium-sized firm

Photography by Leslie Montgomery

“ ecoming an
entrepreneur and
setting up my own

practice required a big mindset
change,” says Wilson Ng,
Co-founder of FastLane CPA and a
member of the Hong Kong Institute
of CPAs. “If you worked for a large
corporation, you only focused

on your own responsibilities,” he
says. “Now we have a lot more
things to manage and execute both
operationally and strategically. We
have to make the decisions for all
functions of our business.”

Ng set up his firm in 2013 with
his business partner Alex So, a
university coursemate. Both had
started their career with large
international accounting firms
before moving into investment
banks. But after the financial crisis,
regulation was tougher and business
sentiment was negative in the
banking sector. The two were not
convinced that the industry could
easily revive, and decided it was
time to make a change, recalls Ng.
“We started working on different
ideas, and decided to leverage our
profession.”

FastLane Group was born and
then slowly expanded into providing
arange of professional services
from online accounting services,
auditing and taxation, and to
payroll administration and venture
capital investment. Ng is Managing
Partner of the firm’s accounting and
auditing practice, and So leads other
divisions.

The group now has over 20
employees, including the two

founding partners and a new partner
—but when they started there were
just three. “The increasing workload
and new clients made it challenging,
especially when there were staff
turnovers.”

Retaining the right people
is hard for small- and medium-
sized enterprises, with many new
employees opting to move on to
bigger companies after a couple
of years. But as Ng notes, the firm
offers a clear vision and shared
values to attract and retain talent.

“The increasing
workload and
new clients made
it challenging,
especially when
there were staff
turnovers.”

“As an employer, we are
certainly a less popular choice
for those who are looking for big
names and flashy offices, but our
approach to strive for a real purpose
of work helps,” Ng says. “We're
more flexible and agile compared
to some of the traditional or bigger
firms. Our colleagues are looking
for more efficient ways to perform
their duties and better appreciation
of work. So when we utilize
technology that provides flexibility
and improved capabilities, we get
their appreciation and support.”

Flexible working hours has
been a big advantage for Ng, too.

- SMPs

“When I started my business, my
kids were still relatively young, so
I could manage my time — I would
occasionally be a parent helper at
school, and when they went to bed,
I worked,” he recalls. “So I didn’t
miss out on some of the time with
my kids growing up. It’s a good
balance of life.”

“Many of the firm’s clients are
operating globally, located outside
Hong Kong, and in different time
zones. They’re travelling all over the
world and need instant responses
and advice. This is why we can’t just
stick to a paper-based approach and
emails. Technology is helping a lot,”
Ng says, advising CPAs considering
setting up their own firm to use
technology to help them work more
efficiently. FastLane uses Xero
online accounting software and
has been a Xero partner since its
incorporation. “We rely heavily on
technology such as Xero, Skype,
Zoom, Google Business Suite
and Dropbox to maintain close
communications and interaction
with our clients. Ten years ago you
couldn’t,” he says.

Being small and working with
other small companies is incredibly
satisfying, Ng notes. In big firms,
“you’re just one of 100,000 staff
—you can’t feel how much you
contribute to the whole company.
But working with start-ups, you
can see them grow and become
successful. That kind of satisfaction
is greater than working for a big
corporate.”

The firm’s hard work is now
paying off. “We just finished our

A total of
HK$13.3 billion
worth of invoices
were paid late to
small businesses
in Hong Kong in
2018, according
to the global
small business
platform, Xero.
Xero's data also
found that
last year
only slightly more
than half of total
payments to
Hong Kong small
businesses were
made on time.

May 2019 11
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Helen Tang
(centre) with
her team

office expansion and are now
looking to launch our services in
other markets,” Ng says. “We’re
getting more people on board,
trying to expand and build our
brand.”

He believes it’s essential for
entrepreneurial-minded CPAs to
build networks with other CPA
firms. “As a smaller firm, you
don’t have the resources of the big
firms — like a technical team to
look up all the changes in standards
and regulations — so you have to
leverage your network and external
resources for such matters.”

Quality growth

For Helen Tang, Managing Director
at Moore Stephens CPA and an
Institute member, life in a small-
and medium-sized firm is just fine —
so much so that she has stayed with
the same firm for 25 years.

Born and bred in Hong Kong,
she moved to the United Kingdom
for school and obtained a bachelor
degree in accounting there.

“I trained there with a medium-
sized accounting firm,” she says. “I
qualified and then I came back to
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“Reputation is very
important. Quality
is very close to my
heart.”

Hong Kong. Moore Stephens was
my first job here.”

She worked her way up and
became managing director,
witnessing the firm’s growth along
the way, and built the business
by bringing in new partners who
brought their own clients with them.

“When I joined, there were three
partners — all men,” she recalls.
“There were only 50 of us in total.
Then we gradually grew a bit—not a
lot, obviously. Until four years ago,
we were 120 people. I took over as
managing director of the practice
in 2016. I had some new partners
joining, they brought in business
and today we have over 300 people.”

The firm now has 20 partners
and has achieved an enviable
gender balance. “Half male and
half female,” says Tang. “I'm
very pleased. That wasn’t really
intentional, it just evolved.”

“We also promote diversity
at our firm, we have a mixture of
nationals from Mainland China,
Europe and India working for us,”
she adds. Tang has sought to build
the firm’s reputation and business
by giving as much value to clients
as possible within the permitted
boundaries.

“I always tell my people, audit
is just a cost to clients. What you
need to do is get more out of your
auditing. You have to give some
kind of value back. So when you
see something that is not quite right
during your auditing, by providing
good advice you can add value to
their business. But obviously, we
have to be careful — being auditors,
you can’t advise so much. You have
to draw a line.”

The firm’s current size brings
advantages, she says. “Being in a
smaller firm, you can go out and
get experience in a very broad
landscape because you’re involved
in the whole thing. In a big firm, for
example, you’d probably be doing
one section of the audit all the time.”

Decision making is also easier
in a smaller firm, she says. “We’re



more flexible. So in terms of our
own internal policy, we don’t have
to say, ‘oh no, the policy’s there in
black and white, we can’t change it.’
We can always discuss, reflect, and
change and get something better —a
better decision, better policy.”

One of the firm’s toughest
challenges is attracting and keeping
talent. “That’s the difficulty facing
not only by us but around the
profession,” Tang says. “But Big
Four firms will always have the first
hand advantage of recruiting from
the mainstream universities.”

At Moore Stephens, the
response has been to offer new
hires additional training as well
as some innovative team-building
activities including cake-making
classes, coffee workshops, leather
workshops and regular shoulder
massages. “We pride ourselves on
giving a lot of training to our staff,
not only training by the technical
training department,” Tang
explains. “On-the-job training by
our managers is very important.
Teamwork is very important. We
do team-building activities every
single year. I really like this quote —

‘Talent wins games, but teamwork
wins championships.””

Embracing technology is a
no-brainer for firms of all sizes, no
matter where in the world they are
located, she says. Moore Stephens
has set up an initiative group
to examine software that could
increase the firm’s efficiency.

“In auditing, there’s some
ground work which is really quite
tedious — ‘ticking and bashing,’ we
call it,” she says. “We’re looking
into how we can get that bulk of
work done by technology.”

Regulatory oversight is another
common area. “All of the CPA
firms, big or small, are subject
to very close scrutiny from the
regulators,” notes Tang, who is
Deputy Chairman of the Institute’s
Professional Conduct Committee,
and member of the Small and
Medium Practices Committee. She
says the firm’s biggest challenge
is ensuring its work stands up to
the highest standards of scrutiny,
adding that Moore Stephens has a
blemish-free slate with regulators.
“We have to make sure all the work,
especially work for public interest

Matthew Li
(centre) with
his colleagues

entities [listed companies], has
been properly and fully reviewed
and there are no holes. Reputation
is very important. Quality is very
close to my heart. We want to grow,
but we want a quality growth.”

Moving to the unknown
Matthew Li co-founded corporate
structuring and advisory services
firm Nova CPA Limited in

2013. The firm offers services
relating to corporate governance,
business and taxation advisory,
investment immigration, mergers
and acquisitions, IPOs and other
business support. The firm has
grown from three staff to more
than 30.

Like others, Li, an Institute
member, found rents to be the
biggest problem and relied on
family help to raise some capital.
After leaving his job as a senior
accounting partner at smaller firms
including CLHL CPA Limited
to set up Nova, another headache
was enticing other professionals
to leave their secure jobs for the
unknown. Li says they were lucky
in convincing some friends to take a

13



Small and medium practices

4]

2

Brian Lai
(centre) with
his colleagues

pay cut and join them.

To build the business and attract
clients, the firm relied on Google
ads and offering an expanded range
of related services. Li spent time
talking to as many entrepreneurs
as he could find, to learn about
their businesses and challenges, as
well as gathering information from
their shareholders. “When you start
your business, you do not have a
strategy,” says Li. “You only have
one or two clients.”

In an effort to make Nova
stand out from the crowd, the firm

switched to cloud-based accounting.

“We adopted the cloud-based
accounting system a couple of
years back and ultimately this has
provided great momentum for

our transformation, bringing an
innovative impact to businesses in
Hong Kong as well as for our fellow

business service providers,” says Li.

He says his firm was one of the first
to adopt the technology in Hong
Kong.

Further change came from the
realization that offering cloud-
based accounting services was not
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“Both as business
owners and as
accountants, we
got to enjoy the
maximum benefit
from integration
between different

apps.”

the end of the road — the technology
offered more opportunities. “The
more we implemented accounting
systems for businesses to cover the
financial requirements, the more
we realized that fulfilling business’
operation requirements are as
important as financial ones,” says
Li.

To drive their clients’ business
efficiency, the firm saw the
potential for building a cloud-
technology eco-system which
would allow data to flow smoothly
and automatically from operations
to accounting, removing the need
for businesses to enter the same

data in different places. “Hence

we started to provide various

cloud solutions, such as restaurant
point-of-sale (POS), inventory
management systems, HR solutions,
etc,” explains Li.

Building success for clients has
helped to build the firm’s reputation.
One of Nova’s most successful
digital transformation cases to date
has been working with a chain of
artisan coffee shops with more than
12 branches around the region,
including revamping the company’s
front-end POS system, membership
card, and back-end accounting and
reporting system.

“Both as business owners and
as accountants, we got to enjoy the
maximum benefit from integration
between different apps,” says Li.
“We are very pleased that our
clients see our value and strength
in accounting and cloud business
tools, and that has expanded our
coverage in Hong Kong beyond
traditional CPA business.”

He believes new small firms
should prioritize financing to
ensure they can pay the wages. “You



should build a relationship with the
bank,” he advises.

They should also embrace
IT technology to enable them to
deal effectively with bottlenecks,
especially in auditing and
accounting, and to scale up the
business. “Do more reading,
especially when you’re feeling
confused or lost,” he counsels.
“You’ll find related experiences that
can motivate you.”

The right mindset and good
behaviour towards others are both
very important, he says. “Always
be positive and be the biggest fan of
yourself. Business is a result of your
behaviour and what you have done.
It’ll come across just like a mirror.”

Continuous learning

Brian Lai was teaching his usual
accounting, economic and finance
in a secondary school one day when
a student asked a question that
changed the course of his life.

“‘Sir, have you ever started your
own business?’ My answer was no.
The whole class was disappointed.
How can a business teacher have no
business experience? That made me
think about my career path. ThenI
quit my job.”

Lai decided to set up his own
firm. He joined a local firm, studied
for the Institute’s Qualification
Programme (QP) exam and four
years later, at the age of 30, he
qualified as a CPA. The following
year, he took the plunge and set up
his business and is now Managing
Director of Link-Pro CPA.

Despite a supportive wife and a
six month cash buffer from savings,
it was a difficult time. His first child
had just been born and he had no
staff.

“It was a huge headache in the
beginning because I was a one-
man band,” he recalls. “I rented a
small table in a co-working space in
Sheung Wan and I started doing my
marketing, deciding what kind of
service I could provide, how to hire
my staff, how I would train my staff
and build my team.”

He leaned on his QP training and
his four years’ of audit experience.
“It equipped me with the problem-

solving skills that enabled me to
tackle all the early difficulties.”

Link-Pro now has eight people,
including Lai, and offers business
advisory, assurance and taxation
service. Lai’s strategy to attract
clients is twofold: offering as broad
arange of services as possible
—business advisory, assurance,
taxation and audit — and using
technology to make the business
stand out from its competitors.

“We focus on cloud technology
and cloud-based accounting,”
explains Lai. This, he says, makes
the company stand out in the digital
era. The firm spend time training
clients. “We advise clients how to
do their book-keeping on the cloud.
We train them how to do the input,
and we provide advisory service to
them. Clients can put all the data on
the cloud and we have access to it.
It provides a collaborative platform
for us to work on.”

“You have the
freedom to build
an organization
based on your
own philosophy
and your own core

values.”

The approach is popular with
clients, particularly expat clients
who are already familiar with
the technology and those with
operations outside Hong Kong.
“In this fast-paced [environment],
you have to get the most updated
information to make decisions. We
tell them to subscribe, and then
you can see the latest transactions
on the platform and make instant
decisions.”

The switch to cloud-based

accounting was not a planned move.

In early 2016, he and his team spent

three months on a project for clients.

They lost the data on a standalone
PC and had no back-up. “We had
promised to provide the financial
statement to our client the next
week,” he recalls. “We didn’t sleep.
It took about one month to finish it.

It was a nightmare.”

After that experience, he looked
for a better solution and found
Xero. “You learn from failure. It
will make you even stronger than
before,” he says.His first clients
were a few friends. Slowly, he
gained more mostly through word of
mouth recommendations. “Now we
have about 100 clients. It takes time
to accumulate. You have to assure
them that you are able to provide
the value added, quality service to
them. This is our first priority.”

He actively looks for clients
in places such as Science Park
and Cyberport where many small
companies have their headquarters.
They are young and familiar with
technology, he says. “It’s very
easy for us to approach them, as
a tech-driven CPA company with
everything on the cloud. They like
the idea.”

Another challenge was a
client who Lai found to be doing
something unlawful. “I told them
I'would issue a qualified opinion.
They said you cannot, because
you receive our money. You act as
my agent, you act as my service
provider. They went to the Institute
to raise a complaint against me.”

After a six-month investigation,
Lai was exonerated. It was a tough
time, he says. “I lost the client, but I
kept my integrity. I learnt a lesson.
Before I start working with a new
client, I say very clearly, ‘As a CPA,
we are independent.  work as a
CPA. I don’t work for anyone.™

For Lai, the benefits of starting
a business are autonomy and the
opportunity to teach others his
philosophy. “You have the freedom
to build an organization based on
your own philosophy and your
own core values. You can teach
knowledge, experience, global
perspective, values.”

There is another goal on the
horizon: getting back to that
classroom. “Now I'm studying
for the MBA programme at the
University of Hong Kong,” he says.
“I want to scale up my business.
Someday, I will go back to
teaching again to share my
experience.”
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Thought leadership

Lydia Leung, Senior Valuation Specialist
of IHS Markit, on the accuracy of start-up
valuations based on recent trends

/iy

The true value of start-ups in Asia

eople often say valuation is more an
“art” than a science. Are start-ups’
true valuations in line with media
quotations, or what owners believe to be
their value? It’s high time to increase scru-
tiny on valuations and utilize a robust meth-
odology to make valuations more accurate
and consistent.
Unicorns exist in both the fantasies
of children and in the business world
of grown-ups. Hong Kong-based travel
start-up Klook announced in April that
it raised US$225 million round led by
the Softbank Vision Fund, the world’s
largest technology investment fund, with
participation from existing investors. The
Hong Kong media then widely reported that
Klook’s valuation reached US$1 billion. Is
Klook’s “true value” in line with this value
quoted?

Companies usually release information on
the price paid and the percentage of the
company that investors purchased after
closing a fundraising round. The media
then calculate the value of the company,
known as the post-money valuation, by
multiplying the last round price with the
total number of shares issued. In fact, the
media often ignore the complexity inherent
in calculating an accurate valuation, as
the stocks issued by start-ups often have
different rights and seniority. According to
recent research in the United States, these
values were on average, 50 percent higher
than fair value of the 135 unicorns studied.
In view of the high risks and illiquidity
associated with start-ups, venture capital
(VC) and private equity investors typically
seek downside protection and certain
controls over the portfolio companies’
activities. Hence, they may receive
preferred stock conveying various rights
and enhanced seniority on liquidation. As
a result, VC-backed and private equity-
backed start-ups often have complex capital
structures with various classes of stock with
different rights, dividends, participations
and conversion ratios.

In reality, the majority of VC-backed
start-ups fail and are eventually liquidated.
Post-money valuation only holds true

if the company can go public at that

price, or if someone is willing to buy the
entire company at that valuation. Venture
capitalists who quote the post-money
valuation usually assume their investment
will go public soon, and that the shares will
convert to common stock. This is often a
clause in the Memorandum and Articles
of Association, which details the terms

of securities, rights and preferences of
shareholders of different classes.

Post-money valuation disregards
the rights and preferences of preferred
stocks and sometimes oversimplifies the
valuation, which results in a misstatement.
While many finance professionals are
aware that post-money valuations do not
truly reflect the value of the company, it
is not uncommon to report post-money
valuation as fair value. A survey conducted
in a valuation event by IHS Markit in
Singapore recently revealed that 75 percent
of participants use post-money valuation to
value their portfolio companies.

Using post-money valuation is
appropriate when market participants expect
the preferred stocks to convert to common
stock, which may be the case when an
initial public offering (IPO) is imminent
or when latter rounds have additional
preference but early rounds investors have
control on the timing to exit. If the IPO
plan is remote or uncertain, a full scenario
analysis or a “backsolve” can be used to
value the company.

A backsolve is a valuation approach
based on an option pricing model. When
using a backsolve, the enterprise value is
solved as a variable in an option pricing
model with the latest transaction price.

Due to the disruptive nature of start-ups,
truly comparable guideline public compa-
nies, at a similar stage of development with
similar growth and risk expectations, do not
usually exist. With little revenue and often

no profit, it is sometimes impossible to
come up with a reasonable valuation using
comparable companies.

The revised Fund Manager Code of
Conduct and the implementation of HKFRS
9 Financial Instruments last year called for
more scrutiny on the fair value of private
companies’ valuation. Despite an improved
awareness of the need for a higher level of
quality in valuations over the past years,
there is still a gap between the actual market
valuations, and the auditor’s expectation.

The issues are two-fold. Some VC funds
do not have the expertise, or indeed the
resources to value their own investment.

To make matters worse, start-ups cannot
usually produce reliable operational metrics
or financial forecasts. Chief financial
officers in venture capital in Hong Kong not
only face pressure in meeting accounting
standards, but also when it comes to
managing volatility in valuations.

HKERS 9 or IFRS 9 do not provide detailed
requirements of the valuation methodology
for private companies. Finance professionals
may refer to other resources such as the
International Private Equity and Venture
Capital Valuation Guidelines, or the
Valuation of Portfolio Company Investments
of Venture Capital and Private Equity Funds
and Other Investment Companies by the
American Institute of CPAs for best practice.
Valuation is indeed more of an art than
a science. Finance professionals in Hong
Kong need to make this art more accurate
and consistent to enable stakeholders to
make better asset allocation decisions
and to make meaningful comparisons.
The finance team in VC funds may not be
large enough to allow for a segregation
of duties. As the guardian of the financial
statements, the CFO should challenge the
investment team regarding their valuation
and the methodology they use to create it.
Understanding the rights and preferences of
the securities of their investments and the
different valuation methodologies available
would be the first step to more effective
control.
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Wong Wai Ming has helped to oversee
Lenovo's transformation from a local
Chinese company to the largest
computer supplier in the world. The
Executive Vice President and Chief
Financial Officer tells Nicky Burridge
how he is leading the company
through changes brought by the new
economy, and how his accounting
background still plays a pivotal role

Photography by Calvin Sit

one for a company that today has a presence in more than 60
countries and sells its products in 160 different markets.

But Wong Wai Ming, Executive Vice President and Chief
Financial Officer at Lenovo and a member of the Hong Kong
Institute of CPAs, remembers that the company’s decision to
expand its reach through the acquisition of IBM’s personal
computer (PC) business in 2005 was highly controversial at the
time.

“Being in China and Asia Pacific was very profitable and
people questioned why we were going global, especially as China’s
economy was growing by high-single digits every year,” says
Wong. “But the board and shareholders took the view that if we
wanted to grow the company over a much longer period, we needed
to think about the global market, and not just stay in one country or
one region.”

While the decision to expand internationally has clearly paid
off, with Lenovo currently the largest computer supplier in the
world, Wong concedes that the global nature of its business does
create challenges. “We have US$51 billion in revenue, which is
spread pretty evenly between China, Asia Pacific, Europe, the
Middle East and America. This means the clock is on 24 hours
aday. You can never say, ‘it is evening now,’ and take a rest.

I tis hard to imagine the decision to go global was ever a difficult
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Something could happen at any
time, in any part of the world.”

He adds that the challenges the
business faces and the nature of his
own work are also ever-changing.
“I think it is literally different every
day. That can be tiring sometimes,
but it is rewarding when you
overcome these challenges, see
the result and generate value for
shareholders,” he says.

A transforming business
Lenovo was founded in Beijing in
1984 and listed on the Hong Kong
Stock Exchange in 1994. Wong
joined the company in 1999 as an
independent non-executive director,
before becoming group CFO in
2007. His role involves running
the overall financial operations of
the group, including the financial
control, financial reporting and
treasury functions.

During his time at the company,
he has helped to oversee significant
change at the business, including
Lenovo’s transformation from being
alocal Chinese company to what he
describes as “a truly global firm.”

He was also involved in
Lenovo’s decision to diversify its
product range away from only PCs
to include mobile phone handsets,
data storage solutions and servers.
This process began in 2014, when
Lenovo acquired IBM’s x86 server
business, followed in the same
year by the purchase of mobile
phone handset maker Motorola.
“Although we still believed that PCs
were a growing business, we were
aware that the world was changing
and if we were going to expand
our activities, we needed to have
more than one product line,” Wong
explains.

The initial transition was not
easy. “We went through a number
of challenges because the market

changed quite dramatically, and
these were two new businesses

that we were in, but after two to
three years we started to gain
momentum. It has given us a very
solid foundation to capture business
opportunities going forward.”

He adds that the acquisition
of IBM’s back-end operations
and capabilities gave Lenovo the
“building blocks” to offer a fully
integrated service, including data
storage, servers and networks.

As part of its transformation,
Lenovo has introduced what it
calls its “three-wave strategy,”
under which it focuses on three key
areas: its core business, growth
in key segments, and investing in
emerging technologies.

“You can never say,
‘itis evening now,’
and take arest.
Something could
happen at any time,
in any part of the
world.”

“We have introduced an
intelligent transformation process
to capture the opportunities coming
out of the new economy driven by
technology,” Wong explains.

He adds that Lenovo also
recognized that its customers no
longer wanted just devices, but
they also wanted the infrastructure
that was needed to support those
devices. “We need to provide smart
devices, smart infrastructure, smart
verticals.” He explains that smart
devices need to be backed by smart
infrastructure, such as servers,
storage and networks, while these
in turn need to be backed by smart
verticals, namely solutions that

enable different industries to make
the best use of their smart devices
and smart infrastructure.

“This really captures our belief
that the world is getting smarter and
we are building up our capabilities
to meet those opportunities,” he
says.

Constant innovation

One of the biggest challenges Wong
thinks Lenovo, as well as the whole
industry, currently faces is keeping
up with the speed of change in
technology. “Many of the things
that we thought were impossible in
the past are here today. The key is
how this technology will be applied
in our daily lives, and how will it
make our lives easier,” he says.

To keep up with this change,
Lenovo is constantly investing
in innovation and has numerous
research centres around the world.
“Given the pace of change, we will
not be able to excel in every area,
we need to pick where to invest. We
are not a purely scientific research
company. Our aim is to leverage
technology to improve the lives of
our customers,” Wong says.

The group is applying this
philosophy to its PCs, which remain
its most popular product. “One of
the reasons people use smartphones
more than computers is because
they are always on and always
connected,” Wong says. “We want
to put those features into our PCs to
make them smarter. But to do this,
we need to overcome challenges,
such as using computing power
and limited battery life, in order to
create a much more user-friendly
machine.”

He jokes that his colleagues
tease him that one particular laptop
Lenovo makes, the ThinkPad X1
Carbon, is specially designed for
him, as it has high computing power
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Wong Wai Ming was
involved in Lenovo's
decision to expand its
product range from
personal computers to
include mobile phone
handsets, data storage
solutions and servers.

and long battery life, which means  everything in one go, so you have these are customers, suppliers or
he does not need to recharge it on to work with each other, and more colleagues within the company. “If
a flight from Hong Kong to New openly, to get the most benefit. If we want to be a trusted partner, that
York. you look at the history of technol- has to be reflected in our culture

Among Lenovo’s latest products, ogy, sometimes you have closed and we have to build processes
Wong is particularly proud of systems and sometimes you have around it. Rather than just driving
Moto Mod snap-ons, modular more open ones. Most of the time short-term profit, you have to drive
accessories users can attach to the open systems are more success-  sustainability.”

a Motorola smartphone. These ful. We subscribe to the view that Its CSR strategy focuses on areas
devices have been released in the a more open system will serve the ranging from employee welfare, to
United States, and fit on the back needs of people better.” maintaining high ethical standards,
of moto z* smartphones, the first including respecting intellectual
mobile phones to have access to a A trusted partner property, to taking action to reduce
5G network, to give them different ~ Lenovo places a high emphasis its greenhouse gas emissions. More
functionalities, such as enabling on corporate social responsibility recently, it introduced packaging
them to be used as a film projector ~ (CSR), winning a Platinum Award ~ material derived from renewable

or a smart speaker with Amazon’s in the H-share Companies and sources, known as bio-based

Alexa virtual assistant. Other Mainland Enterprises product packaging.

Another innovation break- Category and a Sustainability and Lenovo has published an annual
through by Lenovo, unveiled in Social Responsibility Reporting Sustainability Report for the past
May, was a preview of the world’s Award in the same category in 12 years, in which it sets out its
first foldable PC in the ThinkPad the Institute’s Best Corporate objectives and targets in this area,
X1 range. Governance Awards 2018. as well as providing progress on its

Lenovo also works cooperatively Wong explains that the driving performance in relation to previous
with other firms to develop in- force behind Lenovo’s approach targets, such as reducing its global
novative solutions. Wong explains:  to corporate governance is that direct and indirect greenhouse gas
“Today you have a term called it wants to be the most trusted emissions by 40 percent from 2010

‘co-petition’ because nobody cando partner for all stakeholders, whether levels by 2020. It has so far achieved
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Wong was previously an
investment banker for more
than15years and also
held senior management
positions at listed
companies in Hong Kong.
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“When you encourage people to work
together and they have a sense of
belonging and a platform where their
capabilities are recognized, it gives
them the ability to perform.”

a 32 percent reduction. The group is
working on improving transparency
in its supply chain, and it requires
suppliers to comply with its own
Supplier Code of Conduct. It

has also joined the Responsible
Minerals Initiative and supports the
Responsible Minerals Assurance
Process, with 82 percent of the
minerals it uses having conflict-
free status.

In addition to these measures,
the group has launched the
Lenovo Foundation, which aims
to empower minority groups
through giving them access to
science, technology, engineering
and maths (STEM) education. “I
think if you have an open company
that embraces different groups of
people, and accepts them as part
of the family, it helps people to
come up with innovative ideas,”
says Wong. “When you encourage
people to work together and they
have a sense of belonging and a
platform where their capabilities
are recognized, it gives them the
ability to perform.”

Lenovo also strives to make sure
the head of each of its regions is
from that region, rather than being
brought in from China or Asia.
“People from different parts of the
world have different cultures and
we put a lot of effort into building
that up. In that sense, we are a truly
global company.”

Accounting background
Wong started his career as an
accountant, and he credits the skills
this gave him for enabling him to go
on to undertake the many different
roles he has done. “I think if I was

not an accountant, I would probably
not be in this position. Accounting
gave me the basic training to
understand what numbers mean. It
is a very solid training for anyone to
be successful.”

After graduating from the
University of Manchester Institute
of Science and Technology in the
United Kingdom with a Bachelor
of Science in Management in 1982,
he joined accounting firm Moore
Stephens in London, where he
qualified as an auditor.

“At the time, everybody wanted
to join one of the Big Eight firms
because of their high-profile
clients. Moore Stephens had a few
high-profile clients, but a lot of their
customers were small- or medium-
sized businesses or even family
firms. Working for them enabled
me to gain experience in dealing
with very small companies through
to very big businesses. It was a
wonderful three years,” he says.

After he qualified, he moved
back to Hong Kong, taking up
an investment banking job with
HSBC, where Lenovo was one of
his clients, before moving on to
Bank of China.

Wong left the banking sector
after nearly a decade to become
chief executive officer at media
group Sing Tao, which had
also been one of his clients. He
stayed there for five years, before
taking up the post of CEO at
investment holding company Roly
International Holdings, and then
moving on to be CFO at Lenovo.

He thinks his varied career has
given him a deeper understanding
of how businesses operate and

the importance of understanding
customers’ needs.

Despite his more than 30 years’
experience, Wong still considers
qualifying as an accountant to have
been one of the most memorable
moments of his career.

His second most memorable
experience occurred when he was
working at HSBC. The Mainland
was beginning to open up its
economy and he was involved in
helping one of the first batch of
companies to list.

The company, Maanshan Iron &
Steel Company Limited, was based
in Anhui Province, and there was
no direct flight there at the time,
with Wong having to fly to Nanjing
and then spend a further two to
three hours travelling. Alongside its
steel operations, the company had a
range of other businesses, including
hotels.

“We helped the company
transform and segregate its
commercial and non-commercial
activity, raise money and build
anew production line,” Wong
remembers. “It was a challenging
transaction because it was a very
traditional industry in place that did
not have a direct flight, but it turned
out to be very successful and raised
US$500 million.”

‘Wong’s current role does not
leave him with much spare time,
although he likes reading and
enjoys watching football.

He describes himselfas a
“die-hard Manchester United
fan,” following his days in the city
as a student. “T have been
a supporter of Manchester A
United for many, many years.”

Sagy

At the Institute's
2018 Best
Corporate

Governance
Awards, Lenovo
Group Limited
won the Platinum
Award and the
Sustainability
and Social
Responsibility

Reporting Award

inthe H-share

Companies and

Other Mainland

Enterprises
Category.

23



Visit HKICPA Source, an online job portal
for members of the Hong Kong Institute of CPAs

HKICPA Source contains a wide range of opportunities in
accounting, business and finance in Hong Kong and beyond

HKICPA Source your reSource for jobs

CPA Hong Kong Institute of
Certified Public Accountants
-y EFAETMLY

www.hkicpa.org.hk/en/members-area/hkicpasource/




How to...

Xero's Regional Director of Asia
on easing the transition to the
cloud for both employees and
clients

How to migrate clients

loud platforms and applications
have become an integral
part of the IT infrastructure
of businesses around the world. As
new technologies develop and deliver
the sweeping digital transformation
of industries, the prospect of greater
revenue and competitiveness has
increased significantly.

In online accounting, the benefits
are obvious — accountants can obtain
instant access to clients’ financial
data, and reduce time spent on manual
reconciliation work. In their evolution
to serve as business advisors to their
clients, they can add value by offering
business analysis, financial reporting
and forecasting using tools that connect
seamlessly with the cloud accounting
platform. All these collaborations are
also made simpler and more secure
with a common dashboard and a single
ledger.

Yet, a significant number of
businesses have yet to migrate to the
cloud, or have encountered hurdles
in their migration process. According
to research by Xero, only 17 percent
of businesses have adopted cloud-
based accounting software in Hong
Kong. This is lower than 26 percent
in Singapore, and significantly lower
than their counterparts in Australia and
New Zealand, which are leading in the
world at an average of 40 percent.

Your clients may be deterred from
migrating to the cloud due to the lack
of IT personnel in their organization
to handle the process. In fact, this
skills gap has caused 40 percent of IT
leaders to put their cloud migration on
hold, according to computer security
software company McAfee. Conflict
with existing systems and cloud
platforms with little to no vendor
support add to concerns regarding poor
integration and further deter adoption.

to the cloud

The cloud adoption journey differs
from client to client, depending on
their receptiveness and understanding
of new technology, so it is important
to assess where your clients are on the
adoption curve. Clients who are early
adopters will be easier to persuade,
whereas late adopters will require
more education and support during the
process.

Successfully migrating clients to
the cloud will improve your team’s
ability to service clients and deliver
more added value via data analytics.
As you consolidate your role as a
business advisor through increasing
consultancy work, you will also
be rewarded with greater customer
loyalty, which will boost profitability
in the long term.

Here are three ways to engage with
clients as they embark on their cloud
journey.

Clients need to understand that they
must commit time and resources to lay
a strong cloud foundation before they
can reap the fruits of their labour. It is
good practice to let clients know that
there will be a period of transition and
learning before the organization can
enjoy the automation and efficiency
that cloud adoption brings. Once time-
consuming manual jobs are automated,
it will be much easier for your clients
to track their business performance on
a shared dashboard.

Help your clients’ workforce to
prepare to migrate to modern
accounting software by pointing them
towards good webinars, workshops

and user guides to get up to speed. You
might even want to consider leading

a workshop for them to demonstrate
the key software features and
functionalities, and how they apply

to their daily work. Fostering a small
business community can also increase
your clients’ confidence as they move
further along their cloud journey.

When you recommend new cloud
solutions to your clients, they’ll

see you as an expert. There will be
issues along the way, so prepare your
employees to handle urgent calls

or emails from clients. However, it

is important to draw a distinction
between business support and
technical support. You are there to help
your clients manage their finances, not
provide software support. If a client

is calling repeatedly with software
queries, refer them to the software
company for the technical support they
seek. The software company will also
have specialist advice and training
materials to help ease the transition.

You already know that clients have
different appetites for new technology.
Practising these methods can help you
create a strategy for moving them to
the cloud. Identify your early adopters
and work your way through the list.
Use your success stories of the early
adopters to encourage and convince
more conservative clients to take the
leap. As you go through this process,
document your learnings and develop
formal processes for introducing new
technologies. It could become a whole
new revenue stream for your business
as you move into more complex
advisory services.

25



Business development

26



With the third Micro-, Small- and Medium-
sized Enterprises Day coming up on

27 June, entrepreneurs tell

about what it takes for start-ups to survive

the start-up phase in Hong Kong and build a

wo events in January

served as a reminder of

Hong Kong’s increasingly
crowded start-up scene —
StartmeupHK, an InvestHK
initiative that supports founders
of start-ups from abroad to set
up or grow in Hong Kong, held a
five-day event, and Startup Impact
Summit 2019, hosted by WHub,
held its annual event at the Hong
Kong Convention and Exhibition
Centre. Meanwhile, invitations for
the RISE conference —a four-day
event in July billed as the largest
technology conference in Asia —
have already started going out.

InvestHK, which also hosts
dozens of start-up related events
throughout the year, reports that
2,625 new start-ups launched here
in 2018, up 18 percent from a year
earlier. The new businesses are
growing faster too, with recruit-
ment up 51 percent year-on-year,
and now totalling 9,548, or around
four employees per business.
According to InvestHK, start-

ups a