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15 Jul: Market Insights @ IE Singapore
Roger Loo, Associate Director of Management
Consulting division, speaks at IE Singapore’s Tea Talk.
Roger shares experiences in global marketing
expansions with over 50 participants.

16-17 Jul: Corporate Tax and Transfer Pricing Workshop
The Head of Tax division- Rohan Solapurkar was
invited as panellist for this 2 days workshop held at
Marina Mandarin Singapore.

17 Jul: BDO-Rodyk Seminar
Jointly organised by Risk Advisory division and Rodyk
& Davidson LLP, this tea time seminar covers topics
on directors’ duties and issues during economic crisis.
Delegates found the session useful and enriching.

31 Jul: Rodyk & Davidson LLP Get-together
It was a merry time at Raffles Lounge filled with
much drinks, food and a game of pool. Rodyk &
Davidson LLP paid a visit to BDO's office for an after
work get-together, along with the visit of Mr Yeo
Cheow Tong, former Minister.

Aug-Oct: CPA Games 2009
The CPA Games 2009 will be held from 17 August
through the month of October. BDO team had
started training hard for the tournament.
Participants have been arranging their group
practice, displaying leadership and ownership to
the event.

11 Sep: Financial Reporting Standards 2009
BDO’s annual Financial Reporting Standard updates
will be held in September this year. The event aims
to provide an overview and updates on the major
changes in these standards.

24 Sep: Merger and Acquisition Seminar
Organised by the Corporate Financial division
together with supporting partners, this half day
seminar will share with audiences how to grow
businesses through mergers and acquisitions.
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Building A Dashboard for Companies
be developed to ensure that risks and their
corresponding countermeasures are monitored
and reported upon periodically. Controls self
assessment has become a popular method for
companies to assess operating effectiveness of
the risk countermeasures.

Companies who have matured ERM programmes will
usually have developed ERM processes within sub
business processes which require more detailed risk
analysis. For example, many ERM reporting focus on
specific areas such as project management, mergers
and acquisitions etc. This helps to ensure a proper

and a comprehensive evaluation of more complex
risks undertaken.

ERM programmes are usually supported
with a strong reporting structure to senior
personnel that helm the organisation,
a structured process to report and
identify risks on an ongoing basis and
utilisation of appropriate tools to support

the ERM programme.

Successfully managing risks can be highly
beneficial to the company in terms of:

• Better prevention of a single risk from crippling
the entire organisation

• Transparency in risk taking
• Leverage on opportunities offered by risk events
• Early warning system
• Appointed individuals to monitor and to be

accountable for selected risk events
• A consistent risk appetite across the organisation

Development of such a business dashboard is vital
to monitoring business activities and building a
corporate culture that takes risks based on
information rather than on what other companies
are doing or based on gut feel. This can go a long
way towards better protection of the company
and in many cases, better position for the company
to react quickly and correctly to occurrences of
risk events.

[ Willy Leow, Risk Advisory Services ]
Sample of Risk Reporting Structure can be
requested from the department.

Companies have become very global in outlook
and many operate in different countries and in
different operating environments. Against such
a back drop, understanding the multitude of risks
and how they are being managed become an
important exercise for companies.

Risks beget returns. However, a single risk event
can lead to the downfall of an entire company.
The number of examples of companies falling
prey to risks that they were unprepared for has
led to the increasing popularity of Enterprise Risk
Management (ERM) programmes.

On the other hand, individuals who have
built sprawling conglomerates would
have taken mammoth risks in their
initial stages that no one else would.
Successful entrepreneurs brag about
how they threw in everything they had
before success came their way. It is
not about managing risks but spotting
risks that they can take to give them
the highest return. Had they been trying
to assess the risks and quantify likelihood
of success against downsides, they probably
would not have made the millions in their bank
accounts.

Therein lies the conflict faced by many public
companies that were previously owner managed.
The owners believe that risk taking is the essence
of the company while disapproving independent
directors and shareholders prefers more detailed
review and understanding of different outcomes
and downside risk. One needs speed while the other
needs details. This creates frustration all around.

A business dashboard

One way to bridge the divide is to implement a
structured ERM programme where views from key
units in the organisations are obtained,
consolidated and analysed. This process would
assist in tightening and identifying the key risks
for an organisation and determining the most
effective means of spending cash resources. It is
a bit like building an effective dashboard of a car.
You want to be alerted when certain events occur
that could leave you stranded. For example, if
you are running low on fuel, you want to be
informed in advance. You want to know what
speed you are travelling so that you don’t breach
the speed limits. Yet, there is only so much that
you can monitor- you wouldn’t want to dashboard
to be flashing things that are not important- like
what volume is the stereo tuned to and if the
windscreen is dirty.

Developing an ERM system is a bit like building
a good dashboard for the company. You want to
know what speed the company is operating at.
If there are any speed limits, you want to make
sure that your company does not breach these.
Any time a major event can cause the company
to be left stranded, you want to make sure a
monitoring process is in place to sound an alert.

Many ERM frameworks have been developed to
have better assurance that major risks in the
company will be addressed and reported should
they manifest. The framework also usually
addresses countermeasures to the risks and a
continuous monitoring process. The COSO ERM
framework is a popular one that many companies
are adopting while ISO (International
Organisation for Standardisation) is also in the
process of finalising ISO 31000 which provides
guidel ines on implementation of r isk
management programmes.

Switching Lane to LLP
Limited Liability Partnership (LLP) offer the limited liability benefits feature of companies, coupled
with the flexibility arrangements of a partnership, converting to or creating an LLP can lead to some
tax planning opportunities. We examine the taxation of this structure in our BDO Connect column.

The Government announced in 2003 its intent to
introduce two new business vehicles, namely the
Limited Partnership (LP) and Limited Liability
Partnership (LLP) to give businesses more options
in structuring their businesses.

LLP came into being in 2005 with the enactment
of the LLP Act. In order to bring LPs into effect
in Singapore, the Limited Partnerships Act 2008
(“LP Act”), was passed by Parliament on 18
November 2008 and became effective from 4th

May 2009. This marked the existence of 3 different
Partnerships Act in Singapore:

(A) Partnership Act;
(B) Limited Liability Partnership Act – effective

on 11 April 2005 onwards;
(C) Limited Partnerships Act – effective on 4th

May 2009 onwards.

What is an LLP?

An LLP is a body corporate registered as such
under the Limited Liability Partnership Act 2005.

An LLP has a separate legal personality from its
partners. An individual or a corporate body can
become a partner in the LLP. It is a business
structure that allows businesses to operate and
functions as a partnership while giving it the
status of a separate legal person.

The LLP is liable for its own debts and the partners
and managers of the LLP cannot be made liable
for such debts. The limited liability feature offered
by an LLP means that the partners’ liabilities are
capped at the amount they contributed to the
LLP. The partners do not assume liability for the

> continue next page

Implementing an ERM programme

The following are usually the stages involved in
implementation of an ERM Programme:

Stage 1: Risk Identification Risk interviews and
questionnaires are usually undertaken in this
initial stage. The main objective of this stage is
to identify all major risks that might affect the

company. Hence, understanding key business
drivers and personnel is vital in ensuring
completeness of risks identified.

Stage 2: Risk Analysis and Measurement
To add meaning to risks, they should be measured
with consistent benchmarks. Risks can be defined
with two dimensions, likelihood and impact. A
tailored grading scale that is relevant to the
company should be established to prioritise and
rank the identified risks.

Stage 3: Risk countermeasures After determining
the risks that that company faces, existing
countermeasures that mitigate the likelihood or
impact of the risks should be assessed for
effectiveness. Action plans to design risk responses
should be taken if existing countermeasures are
not deemed to be effective in addressing the risks.

Stage 4: Risk Monitoring To fully leverage the
benefits of ERM programmes, a process should
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negligent acts of other partners, although they
are personally liable for their own negligence.

As such, LLP shield innocent partners against
bankruptcy because their liabilities are truly
limited. However, while partners in an LLP are
protected by this limited liability feature, the
LLP itself can be fully liable to its clients due to
the wrongful actions of its partners.

Tax treatment of LLPs

The tax treatment of LLPs is detailed in a circular
issued by the Inland Revenue Authority of
Singapore (IRAS) in 2004 and subsequently revised
on 30 June 2009 titled “Income Tax Treatment
of Limited Liability Partnerships”. Some of the
key issues are outlined below:

1. LLP is not a tax resident by itself and it is not
possible to obtain a tax residency status.
Accordingly, it may not be possible for a LLP
to claim any benefits under a tax treaty.
However, the partners can be a Singapore tax
resident if it fulfills the necessary requirements
and claim the treaty benefits.

2. The main tax feature of the LLP tax structure
is the concept of tax transparency. Although
the LLP is regarded as a body corporate, it
is treated as a partnership for income tax
purposes. The income of an LLP will be
chargeable with tax in the hands of its
partners and not in the hand of the LLP.
Under tax transparency, a corporate partner
of an LLP will be taxed on its income derived
from the LLP at the prevailing corporate tax
rate. Similarly, an individual partner of the
LLP will be taxed on his income derived from
the LLP at his prevailing personal tax rates.

3. Under the tax transparency treatment, any

capital allowances (CA), tax losses or profit
and any approved donations to charitable
institutions will be allocated to the partners
according to the agreed profit-sharing ratio.
In addition, any amount that is in excess of
his or her income from the LLP will be available
for set off against income from
other sources.

4. Contributed capital - A key
d i f f e r e n c e  b e t w e e n  a
conventional partnership and LLP
for tax purposes is the concept
of contributed capital. The
contributed capital of a partner
of any LLP is the aggregate of
the amount at the end of the
basis period for that Year of
Assessment (YA) that the partner
has contributed to the LLP as
capital and the amount of profit
from which he is entitled to as
a partner. The contributed capital
does not include any capital that
the partner has agreed to
contribute but has not actually been
contributed to the LLP.

5. The deductibility of the current year LLP tax
losses, CA and industrial building allowances
(IBA) (referred to as “relevant deductions”)
against the partner’s income from other sources
together with all relevant deductions allowed
in the past YsA is restricted to the partner’s
contributed capital as at the end of the basis
period for the YA.

6. Any amount of LLP tax losses, CA and IBA in
excess of the partner’s contributed capital
can be carried forward to be set off against
future taxable income. However, such a set
off is possible only against income from the
same partnership subject to meeting the
business continuity test and/or shareholders’
continuity test as the case may be.

If a partner’s contributed capital is reduced in
any YA and the past relevant deductions already
allowed to him or her exceed his or her
contributed capital, the excess will be deemed
to be income for the partner and will be
chargeable with tax under sec 10(1)(g) of the

Income Tax Act for that YA. The amount equal to
the excess will be deemed to be a loss incurred
by him or her in the trade, business, profession
or vocation of the limited liability partnership
(sec 36A (5)).

Converting to an LLP

An LLP can be formed to take over a sole
proprietor, a partnership or a company. This can
be done by way of a conversion of the relevant
business entity into an LLP or by transferring the
business to an LLP. In either situation, the issue
of whether unabsorbed CA, IBA, tax loss and
donation of the old entity can be carried forward
to future tax years for set-off against future
income of the LLP will have to be considered.

[ Lee Aik Peng, Tax Advisory ]

Beijing’s Way of Hello to
Multinational Companies
Implementation Rules issued to encourage multinational corporations to
establish Regional Headquarters in Beijing

Further to the Regulations issued in May 2009,
the eight municipal authorities in Beijing
jointly issued the Implementation Rules
Encouraging Multinational Corporations to
Establish Regional Headquarters (RHQs) in Beijing
(“the Implementation Rules”).  The Implementation
Rules set out the criteria and details of the
incentives available to RHQs in Beijing.

Recognition criteria

RHQs include the following two types of
companies:

1) Foreign investment holding companies; and
2) Foreign investment management companies

satisfying the following conditions:

• The total assets of the parent company
should not be less than USD 400 million.

• The aggregate capital injected by the
parent company in China should not be
less than USD 10 million and the parent
company needs  to invest in (or authorize
the management to manage) at least
three domestic or overseas companies.
Alternatively, the parent company needs
to invest in (or authorise the management
to manage) at least six domestic or

overseas companies.

• The registered capital of the management
company should be more than USD 2 million.

• The management company shall have
the highest administrative authority over
all the Chinese subsidiaries of the parent
company.

A foreign management company is a legal entity
engaged in the provision of management services,
fund management, logistics, sales, planning,
consulting and training to Group Companies or
Associate Companies.

These conditions may be relaxed for well-known
multinational corporations.

Recognition authority

The Beijing Municipal Commission of Commerce
will be responsible for recognizing RHQs in Beijing.

RHQ business scope

According to Jingzhengfa [2009] No. 15, an RHQ
can engage in investment, operation management,
fund operation and management, technical support
and R&D, marketing services, personnel training

and management activities.  Additionally, the RHQ
can also be involved in import and export activities,
domestic distribution, logistics, information
services and outsourcing services.

Financial support

Beijing’s Municipal Commission is expected to
offer financial support to RHQs in the following
areas:

• RHQs that are newly registered in Beijing or
relocated to Beijing on or after 1 January 2009
can be granted a one-off subsidy depending on
the registered capital of the RHQ:

The subsidy is expected to be paid to an RHQ

in three installments at 40 percent, 30 percent
and 30 percent over a three-year period. In
addition, existing RHQs that reach the above
capital thresholds through capital increases

Partnerships Changes and Dissolution

Admission of
a new partner

Capital allowances /
Industrial building allowances

Tax losses/ Unabsorbed
donations

Can be brought forward if each of the existing
partners is carrying on the same tradeIndividual partner Can be brought forward

Can be brought forward but need to
meet the “business continuity” test
and “shareholders test”

Corporate partner Can be brought forward but need
to meet the “shareholders test”

Withdrawal of
a partner

Capital allowances /
Industrial building allowances

Tax losses/ Unabsorbed
donations

Withdrawing partner cannot carry these
forward. Existing partners can carry these
forward but subject to the “business
continuity” test

Individual partner

Withdrawing partner cannot carry these
forward. Existing partners can carry these
forward but subject to the “business
continuity” test and “shareholdings test”

Corporate partner
Both withdrawing and existing
partner can carry these
forward but subject to the
“shareholders test”

Both withdrawing and existing
partner can carry these forward

> continue next page

RMB 10 million

Registered Capital of RHQs Amount of Subsidy

RMB 100 million  < Registered
capital < RMB 500 million RMB 5 million

RMB 500 million < Registered
capital < RMB 1 billion RMB 8 million

Registered capital > RMB 1 billion
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may also be eligible for these incentives
depending on the extent of the capital
increase. The accumulated subsidy should
not  exceed RMB 10 million. For example, if
an RHQ increases its registered capital from
RMB 200 million to RMB 600 million, then a
subsidy of RMB 5 million would be granted
for the capital increase of RMB 400 million;
if an RHQ increases its registered capital
from RMB 200 million to RMB 800 million,
then a subsidy of RMB 8 million could be
granted for the capital increase of RMB 600
million.

• Starting from 2009, RHQs that reach a certain
annual turnover for the first time can be granted
a one –off reward of RMB 1 million or RMB 5
million or RMB 10 million, paid in installments
over three years at a rate of 40 percent, 30
percent and 30 percent. The accumulated reward
cannot exceed RMB 10 million.

• Subject to certain conditions, RHQs and their
R&D centres that are newly registered in Beijing
or relocated to Beijing on or after 1 January
2009 that build or purchase office premises in
Beijing can be granted a one-off subsidy of
RMB 1,000 per square metre for self-occupied
office space. This subsidy is however limited
to 5,000 square metres.

• Subject to certain conditions, RHQs that are

newly registered in Beijing or relocated to
Beijing can be granted a rental subsidy. The
subsidy would be for the first three years and
equivalent to 30 percent, 20 percent and 10
percent of each year’s rental.

Although not explicitly mentioned in the
regulations, the subsidies mentioned above are
likely to fall outside the scope of non-taxable
Government subsidies, and would therefore be
subject to Corporate Income Tax.

• Starting from 1 January 2009, one senior
executive of the RHQ would be eligible for cash
reward for the first three years commencing
from the year following the granting of the RHQ
status. The reward is expected to be equivalent
to 80 percent of the individual Income Tax paid
by the individual and retained by the Municipal
treasury.

If there is a change in location, Qualified RHQs
need to apply to the Department of Commerce
at the District/County level in order to be eligible
for the financial support discussed above.  The
application needs to be made between 1 August
and 30 September each year.

Attracting talent

To simplify the employment application procedures
for expatriates, RHQs can simultaneously file
applications for employment permits and
employment certificates.

In addition, personnel working for more than two
consecutive years in the RHQs as deputy general
managers or an equivalent post, or higher can
qualify for a special award stipulated in the circular
Jingzhengbanfa [2005] No. 18. The individual is
eligible for a special award if certain investments
(e.g. purchase of resident property, car, etc.) are
made by senior employees of specified industries
and enterprises. The circular caps the reward at
RMB 300,000 each year.

Simplified visa application

The Implementation Rules provide simplified visa
application procedures for expatriate employees
working in RHQs. Expatriates working at RHQs may
apply for Multiple Entry F Visas of up to five years,
subject to their seniority in the RHQ.

Implications

Setting up RHQs in Beijing can help multinational
corporations promote their company’s image,
enhance their relationship with Government
authorities and enjoy the relevant financial
subsidies offered by local Government.

[ Ross Limjoco, Business Transaction Services ]

Ways to modify your equity linked
compensation in light of current
economic condition

> continue next page

Till recently, equity linked compensation was one
of the best financial instrument for employers.
This helped align the interests of the employees
to the interest of the company as well as attract
and retain the best employees. Additionally, it
did not put any undue strain on the company’s
operating cash-flows.

The recent global financial crisis was quoted by
some as one of the worst economic crises since
the Great Depression. Today, these share options
have lost much of their appeal being “underwater”
options whose share prices have sunken well
below the exercise price.

It is a challenge for employers to modify
these options to enhance their appeal to
employees while managing the financial
reporting consequences and shareholder and
market expectations.

Inevitably, some employers will need to cancel a
number of granted share options, either because
employees no longer place any value on the awards
or because they are unlikely to vest as performance
conditions will not be met, before the end of the
vesting period. The company is required to then
immediately recognise the corresponding expense
based on the grant date fair value of the original
awards. In the event where non-market
performance conditions or service conditions are
not met by the end of the vesting period, the
cumulative expense of these share-based payments
will be zero, because no awards will have vested.

Alternatively, to avoid the above scenario,
employers can consider various modifications
including repricing of the share options,
swapping these options for shares or changing

an award from equity-settled to cash-settled
among others.

Modification 1– Reprice

The fair value of equity instruments granted may
be increased by reducing the exercise price of
share options. Hence, repricing of share options
to the current market share price will increase
the incentive to the employees. This is equivalent
to replacing existing options with new options at
the current market price. The incremental value

to the employees resulting from the repricing is
recorded as an additional expense over the
remaining vesting period of the options. The main
drawback of repricing share options is that other
stakeholders, such as the investors, are not able
to enjoy the same benefit as those offered to the
company’s employees.

Management might also consider changing the
terms of the existing awards, i.e. reducing the
number of options, extension of service period or
adding performance/market conditions to repricing
options exercise.  The benefits and cons of each
strategy are further explained in the table next
page.

Modification 2- Swapping Options for Shares

Swapping share options for restricted shares that
are subject to the same vesting conditions as the
options can restore the alignment of interests
between employees and investors. In addition,
employees may consider that share grants provide
more security in a bear market because of
uncertainty in repriced share options.

The fair value of the restricted shares at the grant
date should be expensed over the vesting period.
The income statement impact depends on how
much ‘incremental’ value is provided to the
employees. Exchanging options for a smaller
number of restricted shares may help to reduce
or even eliminate any additional expense.

Modification 3- Changing an award from equity-
settled to cash settled

Management could change an award from being
equity settled to cash settled. This modification
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When a company is facing cashflow problems, its
lenders and suppliers may start to knock on its
door to demand for payment of their outstanding
debts. In this instance, the company may want to
consider engaging an Independent Financial
Consultant (IFC) to assist in handling its creditors
as well as formulating a debt restructuring plan.
The IFC will assess the financial position of the
company and the viability of its underlying business.
The IFC will then make recommendations on the
restructuring of the outstanding debts as well as
negotiating with the company’s lenders and
suppliers on the proposed debt restructuring plan.

If a company is currently facing financial
difficulties but has a viable underlying
business, there may be a basis for a debt
restructuring. However, if the underlying
business is not deemed to be viable, a debt
restructuring becomes less likely and the
other options to consider may be an orderly

Fuel Not Enough!
Who To Seek Help When Faced With Cashflow Problem

winding-down of business, or liquidation of
the company.

In the case of a debt restructuring, the IFC
will formulate a plan to repay the company’s
debts, either in part or in full. The repayment
can be made by cash, by shares or a
comb ina t i on  o f  bo th .  A s cheme  o f
arrangement (Scheme) will thereafter be
proposed between the company and its
creditors for the creditors to vote on the
repayment plan at a creditors’ meeting. In
the event that the Scheme is not voted for
by the requisite majority of the creditors at
the said creditors’ meeting, the company
may have to consider other option(s) to
ensure its continued survival (e.g. judicial
management) or be wound up so that the
remaining assets of the company will be
distributed to its creditors in the priority
set out in law.

Reprice- Modifications

Benefits

May reduce the additional
expense as the employer will
have to account for a lower
number of options.

Benefits

May require the employee to
work for a longer period to earn
the options.

May reduce the additional
expense recognised per month
as the expense will be amortised
over a longer vesting period.

Con

In the event that the expiration
period is extended, the fair
value of the options will be
increased which leads to a
higher incremental charge.

Benefits

Adding a performance condition (e.g. a
specified increase in the company’s revenue
or profit over a specified period of time) to
be achieved by the employee before the
repriced option vests will promote employees
to work harder to meet the company’s
objectives.

To counter negative feelings of some
employees who might feel penalised by the
weak market as they will only benefit from
the options if the company has positive
results, the employer may add a market
condition (e.g. target share price) prior to
the vesting of the repriced options.

Con

Due to the complexity of the accounting
and valuation method, employer will
probably need to seek professional
consultation.

Reduction of Number
of Options

Extension of
Service Period

Additional Performance/
Market Conditions

< from previous

is attractive to employees as cash payment
eliminates uncertainties or volatility of share price
movements. If settlement is in cash rather than
equity instruments, the payment made is applied
to settle the liability in full. Unless the cash
payment is fixed at the date of the modification,
the liability is marked to market because a cash-
settled award will introduce income statement
volatility. FRS 102 requires the original grant date
fair value to be recognised, in addition to any post-
modification change in fair value, so the cumulative
expense will be the original grant date fair value
plus any fair value movements in the liability. A
fixed cash award will still result in the original
grant date expense plus any incremental fair value
being recognised. Management should also consider
the company’s cash flow if this option is chosen.

In Conclusion

Management might adopt a combination of the
above and other strategies to strike a balance in
stakeholders’ expectation. Management should
consider any legal and contractual implications
including tax consequences, if any, of option
repricing in the relevant jurisdiction.

[ Calvin Ho, Audit & Assurance ]

The Role Of An Independent
Financial Consultant

The role of the IFC is to help the troubled
company find a way out of its financial problems
and to help reassure its creditors that its
problems are being addressed. The IFC will also
keep the creditors informed of any debt
restructuring plan that may be proposed. Services
that an IFC may provide in relation to the debt
restructuring process include but are not limited
to the following:

1. Reviewing the current financial position of
the company.

2. Reviewing the cashflow and cost structure
of the business.

3. Leading the debt restructuring process and
coordinating the work of other
professionals involved (if any).

4. Advising the company on its debt
restructuring plan and negotiating with the
company’s creditors for their continual
support.

5. Identifying and negotiating with new
investor(s) with the view of raising new
capital for the business.

The current financial crisis has forced several
companies into financial difficulties (albeit
temporarily for some), nevertheless, if a
company is able to recognise its problems and
seek professional help in a timely manner (e.g.
seeking out the help of an IFC), it may survive
in this challenging economic environment.

[ Seah Roh Lin, Business Restructuring Services ]

INSIGHTS | .05



Three models are commonly used to evaluate
market potential with a top-down perspective
(country to company) and they are:

• PEST Analysis PEST model analyses the
external environment by looking into the
Political, Environment, Social-cultural, and
Technolog ica l  factors .  (country  )

• Porter’s 5 Forces Porter’s 5 Forces are;
barriers to entry, buyer and supplier power,
threat of substitutes, and degree of rivalry.
(industry)

• SWOT Analysis SWOT analysis classifies the
situation under internal strengths and
weaknesses, and external opportunities and
threats. (company level)

The fact that Singapore’s business environment
is one of the most conducive in the world should
not be taken for granted in foreign markets. A
deep understanding of each country’s unique
business regulations and culture is important

to avoid misunderstandings and disputes. Failure
to do so may severely impede on the operations
of the new business.

In addition, consumer preferences, behaviour
and service requirements vary across countries.
The understanding of these customers’ culture
is important in deciding the need and extent
of localisation in catering to their demands.
Meanwhile, the receptiveness of one’s products
may be ascertained via primary research using
one or more of the following means below.

• Street Surveys
• Focus Groups
• One-on-One Consumer Discussion Sessions

Lastly, fellow competitors determine the ‘pace
of the race’. Only by identifying and understanding
their competitive advantages and marketing
strategies allows one to preempt them and exploit
relevant market gaps.

I n  t oday ’s  c ompe t i t i v e  l a nd s cape ,
internationalisation is similar to the Formula 1
(F1) race as it requires substantial investment,
commitment, and ‘a dose of opportunism and
danger’.  It entails numerous advantages such
as greater market opportunities and profits.
Despite the apparent benefits, many companies
are hesitant to expand due to fear of moving
out of the comfort zone. However, they can be
prepared to manoeuvre through unfamiliar
terrain by conducting an internal diagnosis,
market assessment and subsequently develop
viable market entry strategies.

Step 1: Check Your Engine

Engine check! Knowing oneself is ‘half the battle
won’. A company can internally evaluate itself
using three main criteria identified below:

• Financial Resources
• Human Expertise
• Product and Service Standards

Generally, having adequate financial resources
i s  an  important  precursor  pr ior  to
internationalisation. Senior management must
decide on the level of investment to be committed
depending on the availability of funds, and ask
“what are the expected returns and risks?” Then,
sufficient funds should be allocated for establishing
and sustaining the new business during the initial
years. Liquidity is important, but often overlooked
by new start-ups.

The new venture must have a driver backed by
a multidisciplinary project team. The driver is
the ‘leader’ assigned to spearhead the
internationalisation project. Over and above the
necessary entrepreneurial mindset and
management skills of the leader, previous working
experience in the target market is also beneficial.
Similar to the pit crew of a F1 team, the other
team members must also fully support the project
as a cohesive team can overcome obstacles when
entering into new markets.

Next, product and service standards, which is
the ‘lifeblood’ of an organisation. Their
products and service standards generate
revenue, profits, business sustainability, and
ultimately prosperity. Although advanced
technology and standardised operations may
be benef ic ia l ,  ex ist ing  bus iness  and
administrative procedures may have to be
localised in catering to foreign markets.
Furthermore, continuous product development
and innovation is needed to ensure one’s
competitiveness. Once the engine is in excellent
condition, the company is ready in its foray
into the target market. The next step is to
crit ical ly assess one’s target market.

Step 2: Know Your Race Tracks

The next half of the battle, ‘Knowing your
market’, allows management to make informed
choices and streamline their decision process
when entering the market. Therefore, feasibility
studies should be undertaken to evaluate and
understand the various pitfalls in the course.
Four common issues include:

• Evaluate the Market
• Be Aware of Local Business Regulations
• Understand Target Consumers
• Identify and Preempt Key Competitors

Racing Unfamiliar Tracks
Preparing Your Company To Manoeuvre in Foreign Zones

Step 3: Develop Your Race Strategy

The combined findings obtained from steps one
and two are then harmonised to conceive a
viable business strategy that represents the
company’s intent. Thereafter, key strategies and
relevant action plans could be formulated to
implement the actual entry process itself. Major
issues would include:

• Mode of Entry
• Marketing
• Human Resources
• Logistics and Operations
• Financial Projections

However, it must be noted that such plans do
not remain static and should be adjusted on
a regular basis in adjusting to changes in
market conditions.

Step 4: Ready Your Safety Equipment
and Attire

The last step before implementation is
contingency planning. One should anticipate
different scenarios and develop specific plans
in mitigating them. Lack of appropriate
knowledge about the market, customer
preferences and culture may be some of the
factors which may impact the financial
performance adversely. They need to be
carefully “thought through” while developing
business plans so that there are no sudden
“engine failures” or “brake failures”.

Having achieved the above four steps,
internationalisation begins. ‘Drive and thrive’
when one is all set to speed on the race tracks.

[ Debbie Tse, Management Consulting Services ]
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From left: Mr Yeo Cheow Tong, Mrs Helen Yeo
and Frankie Chia, Managing Partner, BDO

Teamwork, proficiency test, role play, self
reflection and fun are what BDO Management
Development Course (MDC) is all about.
Moving into its fifth year, this is the most
creative yet.

The importance of leadership to the function
of organisations and society is rarely in
dispute, indeed, the lack of leadership is
often cited as being responsible for
weak management and this is the
objective of MDC program- grooming
leaders of tomorrow.

Held in Mecure Palm Resort in Johor
Bahru from 14 to 17 August 2009, its
aim was to bring the participants out
from their work cubicle, creating
opportunity for them to rethink about
their usual ways of doing things and
improving soft skill.

The course program
are designed for each
of them to identify
their key capabilities
required for effective
leadership in areas of
p r e s e n t a t i o n s ,
communicat ions ,
public speaking, self-
esteem, dealing with
difficult situations
and how to work as
a team.

At the end of the
course, participants
all brought back
useful techniques,
positive energy beneficial to both organisation
and individual, and, the great friendship
developed over the past four days.

Jointly organised by Risk Advisory division and
Rodyk & Davidson LLP, the tea time seminar held
at Grand Park Hotel on ‘Directors’ Duties, Common
Pitfalls and Issues in the Face of Economic Crisis’
addresses on common fraud and issues overlooked
by corporate decision makers.

The turnout was overwhelming with over 50
attendees from various SMEs and Multi-national
establishments. It was a great network session
where BDO to identify the concerns of these
decision makers.

Willy Leow of Risk
Advisory Division

Rodyk & Davidson Get-together It was an evening of wine, pool and catch-up
when Rodyk & Davidson LLP paid a visit to BDO's
office for an after work get-together. Organised
by the Business Restructuring division, this leisure
evening aims to give each other an update and
social bonding for the two organisations.

Mr Yeo Cheow Tong, former Minister, paid the
visit together with Mrs Helen Yeo, Managing
Partner of Rodyk & Davidson LLP.

With inspirational sharing, wine and good food,
the Friday’s evening wrapped up with much
success; indeed an evening well spent.

Management
Development
Course 2009

Risk Advisory
Seminar

A catch-up over wine

Left: Outdoor team building
Far Left: putting 11 persons on a single chair
Below: Building the BDO Tower
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International Snippets

BDO is the proud sponsor of the World Hockey
Federation. This year, the upcoming BDO title
events are: BDO Junior World Cup in Boston, USA
from 3-16 August 2009, as well as BDO Champions
Challenge Women in Cape Town (RSA), 11-18
October 2009 and BDO Champions Challenge Men,
in Argentina, 6-13 December 2009.

Final standings at a glance.

1. NETHERLANDS
2. Argentina
3. Korea
4. England
5. Australia
6. Germany
7. China
8. USA

9. India
10. New Zealand
11. South Africa
12. Chile
13. Spain
14. France
15. Belarus
16. Lithuania

• BDO is the fifth largest accountancy network
in the world with Member Firms in 110
countries.

• BDO is the leading challenger to the largest
global accounting networks and its Member
Firms are committed to recruiting and
developing the best people to enable them
to deliver an exceptional level of client service
both nationally and internationally.

• Each BDO Member Firm is an independent
legal entity in its own country. The network
is coordinated by BDO Global Coordination
B.V., incorporated in the Netherlands with
its statutory seat in Eindhoven and with an
office in Brussels, Belgium, where the
International Executive Office is located.

• BDO challenges the market model to provide
a distinctively different option for clients:
an option that is without equal.

• Is a worldwide network of public accounting
firms, called BDO Member Firms, serving
international clients

• Was founded in 1963, when it was called
Binder Dijker Otte

• Is the world’s fifth largest accounting network

• Is 44,002 people in 1,095 offices in 110
countries

• Is known for a natural affinity for client
rapport

• Is unlike other accounting organisations

• Is committed to developing and strengthening
the international network to ensure that it
meets the needs of BDO’s people and clients

Malaysia: BDO Head of Audit appointed to AASB
Tang Seng Choon, Head of Audit at BDO Binder
Malaysia has been appointed to serve on the Audit
and Assurance Standards Board of the Malaysian
Institute of Accountants (“MIA”).

The Audit and Assurance Standards Board will
articulate corporate Malaysia’s view points and
participate in the international standards setting
process to ensure standards are relevant and
applicable.

Australia: Global client win
BDO Kendalls has been appointed the Global Internal
Audit (Corporate Assurance) Panel for Rio Tinto.

Historically, EY had an exclusive contract with Rio
Tinto to provide significant support (between $8m
and $11M in fees) to Rio Corporate Assurance Group.
We are now a member of a restricted panel which
allows us the opportunity to pitch and deliver
internal audit projects around the world.

Ecuador: IFRS executive breakfast
BDO Stern Ecuador organized in Quito and Guayaquil
an executive breakfast about International Financial
Reporting Standards (IFRS). Senior executives of
large companies and Ecuadorian control entities
were there. Rodrigo Vergara from BDO Chile and
Xavier Aìzaga from BDO Ecuador acted as presenters.

Ukraine: MBA student visit BDO in Hong Kong
From 2008 BDO Balance-Audit is a partner of the
International Management Institute in Kiev (IMI).

Within the framework of MBA modular group
probation, a visit of IMI-Kiev to BDO McCabe in
Hong Kong took place. BDO McCabe partners and
managers had discussions with the IMI-Kiev students,
on Chinese entrepreneurship, peculiarities of audit
and taxation in China and Hong Kong, going public
to IPO at Hong Kong stock exchange etc.

International: BDO Forensic Conference in Barcelona
Hosted by BDO Audiberia, the three days event
gathers professionals of the Forensic division
of over 20 countries of the BDO network, to
share their knowledge about different subjects.
This includes: Computer forensics integrated
into investigations, Legal and financial forensic
accounting, Case Studies, and country by
country presentations, among other activities
and presentations.

BDO World
Hockey News
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Peter Leong | peterleong@bdo.com.sg | T: 6828 9120
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Accounting Services
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Singapore 089058

Tel: 65 6828 9118
Fax: 65 6828 9111
Email: info@bdo.com.sg
www.bdo.com.sg

BDO International is a worldwide network of public accounting firms, called BDO Member Firms. Each BDO Member Firm is an independent
legal entity in its own country. The network is coordinated by BDO Global Coordination B.V., incorporated in The Netherlands, with
its statutory seat in Eindhoven (trade register registration number 33205251) and with an office at Boulevard de la Woluwe 60, 1200
Brussels, Belgium, where the International Executive Office is located. BDO Raffles is the BDO Member Firm in Singapore.

What is BDO?
Some fun facts you may not know
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