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2 From the President's Desk

From the 
President’s Desk

T/Dialogue October 2011

Dear members and students,

AATs are all-rounders in the accounting profession, possessing the 
unique combination of ability and agility which have gained wide 
recognition from employers. Our AAT qualification is designed to equip 
students to become well versed in the technical knowledge and practical 
skills as desired by today's employers. My heartfelt congratulations 
go to the 305 students who have successfully completed the June 
2011 session of the AAT examination. This is a great milestone in the 
graduates' life, and I am sure that a prosperous future awaits them. 

It is never easy to do well in examinations. It requires not only hard 
work, but also grasping examination techniques. For those who have 
enroled in the December examination session, it's never too late to boost 
your studies and sharpen your skills. In this issue, we are publishing 
technical articles to help you. We have also organized a series of 
examination technique seminars to teach you the important techniques 
needed for answering questions during the examinations. Most of all, 
practice makes perfect. So don't forget to practice past papers!

After many months’ effort, we have now launched the AAT Foundation 
Examination for senior secondary students. I am delighted to see that 
over 1,800 enrolments have been received for the second examination 
session, which will be held in December 2011. This is an excellent 
start and has deepened our commitment to strive for better in future. 
Another of our undertakings relating to the younger generation is the 
Accounting and Business Management Case Competition. For its 10th 
anniversary, the competition is adopting Ocean Park Corporation as its 
case study. This year we will invite both full-time sub-degree students 
in Hong Kong and PRC college students to take part in the competition.

China continues its rise to become a major global economic power. 
With more foreign investments and pre-IPO activities in China, the 
demand for Hong Kong skilled accounting personnel is immense. 
Nowadays, China experience has almost become a pre-requisite for 
many accounting jobs, and having relevant exposure is definitely a big 
plus to accounting professionals' credentials. In this issue's cover story, 
three AAT graduates talk about their China experience and how they 
prepared to tap into the China market.   

Preparation for the future means planning and acting today. Our AAT 
qualification will help you lay a solid foundation for your career, 
but how far and where you can go depends on your aspiration and 
dedication.

Johnson Kong
President
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The HKIAAT invites entries to the Accounting and 

Business Management Case Competition 2011-

2012. This year, Ocean Park Hong Kong is the selected 

organization for case study. In the 10th year of Competition, 

we will collaborate with the China General Chamber of 

Commerce (CGCC). The most outstanding PRC team(s) 

will compete alongside the Hong Kong merit teams for the 

championship on the oral presentation day.

The Competition is an excellent platform for students to 

enhance their ability in using accounting information for 

business development and their soft skills as required by 

today’s business world. Through using the information 

from the annual report of Ocean Park Corporation 

students will learn how to apply what they have learned 

in class in real-life situations. Participants will also be 

invited to attend free business seminars and workshops to 

enhance their technical and soft skills. 

Winning teams can also win a chance to have an 

insightful journey in visiting the selected company of 

the year. On 19 August 2011, winning teams from the 

Competition 2010-2011 visited Convenience Retail Asia 

Limited (CRA), the selected company for last year’s case 

study. 

All full-time sub-degree tertiary students and senior 

secondary school students are eligible to enter the 

Competition. A briefing session will be held on  

9 November 2011. For further details, please visit  

www.hkiaat.org. 

2011-2012  

HKIAAT Accounting and Business 
Management Case Competition

Open for entries!
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AAT
On 4 July 2011, HKIAAT organized the “AAT Fun 

Day” for our Applied Learning students and other 

secondary school students, attended by around 300 

participants. The event was one of the learning activities 

of our Applied Learning course “Practical Accounting for 

SMEs”. Check the HKIAAT website for the event photos 

and video.

Fun Day

Advertisement



An abundance of opportunities
Many companies choose to set up their headquarters in 
Hong Kong, since the city serves as a perfect gateway to 
China. As a result, Hong Kong’s accounting personnel 
are increasingly working across the border on regular 
basis. They might make a few trips a month, weekly visit 
or even a daily commute – the workforce connection 
between Hong Kong and mainland cities has never been 
closer. 

Louisa Yeung, managing director of Michael Page 
International, thinks that many employees based in Hong 
Kong are now geographically mobile, enabling them to 
companies’ demand by paying trips to the North.

“China will continue to be the focus for international 
corporations over the next ten years,” Louisa says. 
While business expansion is brisk, there are not enough 
accounting personnel to meet companies’ demand, 
leaving an opportunities gap all over China, especially 
in the emerging offshore cities. If you think Beijing and 
Shanghai are the only spots affected, think again. Louisa 
recommends accounting professionals stay mobile and 
be ready to pursue their career in growing cities. Job 
level-wise, figures show that some pre-IPO activities and 
immense new business ventures in China have brought 

Amid the economic gloom, China is 
seen to be a leading light in the midst 

of global economic gloom, with its 
fast-growing economy and continual 

business development. With this 
growth comes a great demand for 

finance and accounting services. With 
ever more multinational companies 

investing in China, the demand 
for skilled and talented accounting 

professionals is immense.

T/Dialogue talks to three AATs who 
work in China and to the managing 

director of Michael Page International 
about the opportunities for accounting 

professionals. 

AATs follow
China’sgrowthstory

by Tony Chau
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in opportunities at every tier: chief finance officer 
and finance director at the top level; controllers and 
managerial positions at the middle level; and treasuries, 
taxation and accounts payable specialists at the junior 
level. Louisa suggests that AAT members with little 
experience should start at junior positions offered by 
commercial enterprises or supporting roles in CPA firms. 
After attaining a certain level of expertise and more 
advanced qualifications, they could move to more senior 
positions. 

She explains that the added value which clients look for 
from Hong Kong accounting staff is their international 
exposure and leadership skills. Such qualities, once 

Evita Pang Sun Cheung Queenie Li

Qualifications •	 Became	an	AAT	in	2007
•	 Acquired	a	Bachelor’s	degree	
in	Accounting	in		Jinan	
University	in	2008	(part-time	
degree	conducted	by	Jinan	
University	and	HK	College	of	
Technology

•	 Became	an	AAT	in	2008
•	 Acquired	an	Associate	degree	
in	Business	Administration	
Accountancy	in	the	City	
University	in	2006

•	 Currently	a	PBE	student

•	 Became	an	AAT	in	2004
•	 Acquired	an	Advanced	
diploma	in	Accounting	from	
the	Sacred	Heart	Canossian	
College	of	Commerce

•	 Acquired	a	BA	(Hons)	in	
Accounting	from	Napier	
University	in	2007

•	 Became	a	CPA	in	2009

Current 
position

Operations	manager	–	G.M.I.	
Technology	Inc.	(2004-present)

Senior	officer	(China	
Department)	–	Union	Alpha	
CPA	(2008-present)

Senior	accountant	–	Mainfaith	
CPA	Limited	(2007-present)

Frequency 
of visits to 
mainland 
China

Daily Stationed	in	China	for	two	weeks	
a	month

A	few	times	a	month

Work place in 
PRC

Shenzhen Beijing Guangdong	province

deemed as the privilege of people in Hong Kong, have 
been marginalized due to the fast-improving standards 
of mainland professionals. Louisa suggests that local 
accounting personnel may consider opportunities in 
secondary cities such as Chongqing, Chengdu and 
Qingdao, where competition is relatively less keen as of 
now. 

Opportunities are everywhere. China experience has 
become a valuable asset in the employment process. Young 
accounting personnel should prepare themselves for frequent 
cross-border travel, whether they are working in audit or 
in commercial organizations such as the manufacturing, 
retailing or property industries. AATs who have been trained 



8 Cover
Story

T/Dialogue October 2011

with a strong accounting, auditing and legal foundation, 

and who have a good understanding of Hong Kong and 

international standards, can equip themselves to make the 

most of the potential in the China market. 

From accounting to operations management
Stationed in Hong Kong, Evita Pang is a mainland-born 

Hongkonger who works as an operations manager at a 

technology firm listed in Taiwan. She spends two hours 

commuting to work in Shenzhen daily, where she is 

responsible for overseeing operational expenses for both 

Shenzhen and Hong Kong branch offices. For instance, 

she has to regularly review the percentage of expenses 

in respect to sales revenue. With such data in hand, Evita 

has to implement cost-cutting measures to maintain 

the company’s profitability. She has to review each 

product line’s gross profit rate and study the possibility 

of consolidating businesses that are less lucrative. “To 

monitor the operations effectively, I will have to travel 

between Shenzhen and Hong Kong to make sure offices 

on both sides are operating optimally,” says this working 

mother, who has got used to the daily long commute. 

Burning passion for the China market
Sun Cheung, 27, is a driven young man who started his 

career as a company secretary before he realized his 

genuine interest in accounting in general, and in China 

business accounting in particular. Sun enrolled on a 

three-month Mandarin course in Beijing to overcome 

any language barrier he may have faced working in the 

mainland. He is now a senior accounting officer at Union 

Alpha CPA and spends two weeks a month stationed in 

Beijing.

“This professional language training opened new 

opportunities for me,” says Sun, who was recruited by the 

firm’s China team from a position within the Hong Kong 

office. There are six staff in Hong Kong's China team, 

and they have to be stationed in either the company’s 

Shanghai or Beijing offices. The team in the mainland 

completes all the basic accounting work for clients, and 

this work is reviewed by the Hong Kong staffs, which 

a l s o  h e l p  t o 

bridge the PRC GAAP 

( G e n e r a l  A c c e p t e d 

Accounting Principles) 

t o  t h e  i n t e r n a t i o n a l 

standards. After joining 

t h e  c o m p a n y  a s  a n 

accounts officer,  Sun 

was tasked with auditing 

t he  pay ro l l  w i th  t he 

Beijing team. He also 

reviewed his colleague’s 

m o n t h l y  a c c o u n t i n g 

a n d  t a x a t i o n  r e p o r t s 

–  a  t a s k  f r o m  w h i c h 

he learnt  many of the key 

differences between the taxation 

systems in the two places. Under 

the complicated China taxation 

structure, different formulas apply 

to local and foreign residents, and 

there is no special allowance for 

taxpayers residing with their parents. Another significant 

difference is the value added tax and business tax for 

trading businesses. Gaining an understanding of the 

taxation system in China has given Sun a huge advantage. 

An auditor’s life in China
Queenie Li, 25, is an auditor at Mainfaith CPA Limited, a 

local firm with business divisions scattered in Hangzhou, 

Nanjing and Guangdong. She has to visit the mainland 

once or twice a month. Like other auditors, Queenie pays 

annual visits for the year-end audits to mainland factories, 

where she participates in inventory taking, checking on 

accounting records and perform analytical reviews in 

order to obtain sufficient and appropriate audit evidence. 

She also reviews clients' tax position and replies queries 

from Hong Kong Inland Revenue Departement. 

Louisa believes that 
accounting professionals 
need a recognized 
qualification, international 
exposure, practical 
experience and a positive 
attitude to succeed in this 
big market.
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Like Sun, Queenie has learnt about the differences 

in taxation systems between Hong Kong and China. 

She is also becoming familiar with the differences in 

the procedures for handling financial documents. For 

instance, in Hong Kong auditors require all invoices to be 

sorted in sequential order and copies archived for future 

reference. However, in the mainland documentation is 

taken less seriously. Queenie then has to explain to the 

clients that there are certain procedures they need to 

follow regarding the handling of documents to comply 

with accounting standards and tax law. 

Narrowed differences 

According to Louisa, the number of mainlanders with 

international exposure from study and work overseas will 

continue to soar, posing a threat to the competitive edge 

of accounting personnel from Hong Kong. It is, therefore, 

important for Hong Kong team members to absorb as 

much knowledge as they can from their China experience. 

What Sun has learnt from his China experience is not only 

proficient Mandarin and China taxation rules but also, and 

more importantly, the sources to use when researching 

subjects. “It was also an eye-widening experience to work 

with mainland government authorities,” says Sun who has 

to represent his Hong Kong team to liaise with different 

departments in processing tax reports and other human-

resources management procedures, since these services 

are included in his company’s one-stop business set-up 

service.

Born in the mainland, Evita received her higher education 

at Jinan University and has worked on both sides of the 

border, making her uniquely positioned to compare the 

work ethic in the two places. “There are some stereotypes 

when it comes to such a comparison,” she says. These 

include the Hong Kong workforce being hardworking, 

pro-active, aggressive and responsible while mainlanders 

are more passive fol lowers.  Such stereotypical 

characteristics have, says Evita, become outdated. Also 

the line between the two teams is increasingly blurred. 

“Mainlanders are now well-educated and speak good 

English. Therefore, to stay in the game, it is paramount 

that Hong Kong accounting personnel start picking 

up their Mandarin language skills, and work on their 

accounting and legal knowledge of both systems.”

Gear up
Summarizing the preparations which AAT members 

should work on before deciding to work in China, Louisa 

suggests a few pointers. First, language is everything. 

Young accountants need to enrol on a Mandarin course 

and be confident in communicating in the language. 

Although accounting tasks are numerical, it’s vital to be 

able to communicate effectively with team members. “The 

general perception is that the language barrier is the major 

stumbling block for those who visit China,” says Louisa. 

She adds that Hong Kong accounting personnel are 

willing to go the extra mile in overcoming this obstacle 

and clear the language bar within two to three years of 

working in the mainland. Sun started his preparations 

in a more pro-active manner, by enrolling himself in the 

Beijing University of Foreign Languages (北京語言大

學). This gave him a strong foundation for his language 

skills and served as an important first experience in 

immersion in the local cultures.

An added value for Hong Kong staff is their English 

proficiency, which serves as a competitive edge when co-

ordinating communications between the mainland and 

international teams. 

Evita (2nd right) spent an enjoyable time with the Taiwan, Hong 
Kong and PRC team touring Beijing this year.
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Second, a professional 
q u a l i f i c a t i o n  g i v e s 
international employers the 
confidence to hire people 
to operate industry-specific 
tasks. Local enterprises 
and even China based 
multi-national corporations 
always look for expatriates 
who can help the company 
bridge the gap with the 
world. Therefore acquiring 
qualifications with world-
wide recognition, such 

as AAT, is far better than only having an academic 
qualification. Accounting personnel can also consider 
pursuing PRC qualifications such as the PRC Accounting 
Qualification Examination (中華人民共和國會計從業
資格考試), a qualification which Hong Kong residents 
can acquire in Shenzhen, and the PRC Accounting 
Professional Qualification Examinations (中華人民
共和國會計職稱考試). Third, “A change in attitude 
is a change in everything.” Louisa recommends local 
accounting personnel to keep an open mind about working 
in a city and to embrace any challenges that come with 
the change.

Value-adding qualities 
Louisa states that her clients’ expectations towards 
recruitment focus on international exposure, experience 
and value-adding qualities for the company. Hong Kong 
is a springboard for foreign investment into the China 
market. Hong Kong people are famous for their energy 
and enthusiasm fuelled by the speed of market changes. 
They are also highly respected due to their insistence on 
quality and integrity. 

From Sun’s observations of the mainland job market, he 
finds that opportunities come from foreign companies 
setting up business in the mainland. Such companies, 
mostly from Europe or the US, prefer financial and 
accounting services to be provided by Hong Kong-based 
CPA firms as they have a better reputation for quality of 
service. Other reasons for choosing CPA firms in Hong 
Kong are the better communications skills and English 
proficiency, and the broader international exposure in 

handling foreign business. Very often such opportunities 
are taken by small to medium-sized CPA firms who 
provide more affordable service than the top-notch firms.

With rich experience of working directly with accountants 
in the mainland, Sun’s advice to Hong Kong accounting 
personnel is to fight for an opportunity working at 
mainland offices. Sun’s experience reflects the fact 
that junior-level staff usually have a slimmer chance 
of being sent to mainland cities for work. Working in 
China can be considered as a means to demonstrate your 
competency. China expertise and experience is well-liked 
by employers. After just a year of city hopping, Sun was 
promoted. He is also satisfied with his current salary, 
which is comparable to assistant accountant level. 

Overcoming roadblocks
To certain extent Sun finds it difficult adapting to the 
local work cultures where archiving is considered 
less important. Also, it is common practice for people 
to rely much on ‘experience’ in solving problems. In 
other words, they tend to follow precedent rather than 
searching for a new perspective when solving problems. 
For instance, when working with local in-land revenue 
departments, they will need to be aware of the working 
style in each department and follow that style in every 
project. The drawback of such an approach, especially 
in a fast-changing industry as accounting, is compliance 
with accounting standards.

Although working in the mainland creates a negative 
impression for some, there are some positive aspects 
too. Evita thinks that when it comes to team morale 
and relationship building among co-workers, mainland 
companies score much higher than those in Hong Kong. 
“People are generally more sensitive and care more about 
each other’s well-being, like a family,” she adds.

One country, same living standards
“Dining out in the mainland is now as pricey as doing 
so in Hong Kong!” exclaims Queenie, who sometimes 
tries different restaurants during her stays across the 
border. Louisa explains that with China’s fast economic 
development and high inflation rate, the cost of living 
across the border might not be as affordable as many 
deemed in the last decade. Employers normally provide 

During her free time, Queenie 
enjoyed a trip to Hangzhou with 
clients.
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allowances and accommodation for their staff travelling 
to the mainland, and all three AAT members interviewed 
for this article are quite satisfied with the hotel or local 
accommodation arranged by their companies. However, 
adaptability is required in adjusting to the lifestyle 
differences. Sun points out that the weather in Beijing is 
extreme while the food might not be acceptable to people 
from the South. To fully immense himself in the local 
culture, he has rented a local residential apartment just to 
experience life there more fully.

To the idea of having a job in a big Chinese city where 
you can meet new people and learn new things for your 
career sounds great. However, staying away from your 
hometown is not always easy. “As the only son in my 
family, my disappearance from home two weeks every 
month is not so welcome by my parents,” says Sun. 
During his weekends in Hong Kong, he usually spends 
all the time with his family to make up for the loss. As 
for Evita, who commutes daily between Hong Kong and 
Shenzhen, she is used to travelling and does not find it 
difficult. Also she is thankful for her flexible working 
hours which allow her to be home for dinner with her 
family in Hong Kong.

Striking the work-life balance
Despite al l  the hardships,  the three accounting 
professionals all find the China experience a rewarding 
one, even when it comes to work-life balance.

Unlike in Hong Kong where offices are brightly lit 
towards late evening to encourage people to work late, the 
interviewees find that their co-workers in mainland offices 
tend to achieve a well-balanced life by not taking too 
much work home or staying late after work. Productivity 
at work in pursuing a more balanced life is one key thing 
Queenie has taken from her mainland work experience. 

Looking ahead
With China’s future looking so promising, what are the 
plans of these cross-border accounting professionals? 
Sun says he sees himself benefitting a lot from working 
with local government officials and clients. He would, 
therefore, like to stay where he is to accumulate more 
agency experience before looking at any in-house 
opportunities in the commercial sector. 

After qualifying as a Certified Public Accountant in 2009, 
Queenie would like to specialize in taxation and venture 
into the complicated taxation systems in China over 
the next few years. She is going to take China taxation 
courses in Hong Kong or consider a masters degree 
programme to sharpen her professional knowledge so she 
can continue to work in the mainland.

As a working mother, Evita wants to continue to strike 
a good balance between her family and her career 
development. On the career development front, she 
appreciates the technical knowledge learnt from AAT 
Exam and would like to apply her knowledge and 
work experience on the path to becoming part of the 
senior management. Specifically she is working on 
learning more about management science to help run the 
company’s operations more smoothly.

The rise of China offers a wealth of opportunities for 
accounting professionals, especially those from Hong 
Kong, if you are committed enough to gear up for the 
challenge and equip yourself with what it takes to take 
this road to the North. 

Things to consider
• Personal safety is a top priority. If you are travelling 

alone, make sure you are in touch with counterparts 
in the mainland who can provide you with support on 
transport and surviving in the new city.

• If you work more than 183 days in the mainland, 
then you will be tax-resident and liable to tax on your 
worldwide income.

• Many companies provide laptop computers or other 
mobile devices for colleagues travelling to the 
mainland for easy access to the Internet and to provide 
a mobile workspace. 

• Social drinking is prevalent but make sure you are not 
intoxicated to a level where it harms your health and 
performance at work.

• To learn more about PRC Accounting Qualification 
Examination, you can visit http://www.hkicpa.org.
hk/en/china-and-international/mainland-china-news-
events/prc-acc-quali-exam/



Learning
Zone12

T/Dialogue October 2011

Every day we see competition in products and services 

in a modern business society. Competitor analysis 

and accounting is a central issue in strategic management 

accounting. These techniques help companies analyze and 

master the competitive situation. Competitor analysis and 

accounting is also called competitor-focused accounting 

or accounting for the competition. 

Key benefits of competitor  
analysis and accounting
Competitor analysis and accounting is regarded as 

a central element in business planning and control. 

There are four key benefits of competitor analysis and 

accounting:

1. Industry benchmarking. Companies compare 

themselves with similar companies in the same 

industry to identify their strengths and weaknesses. For 

example, Bank of East Asia sets Hang Seng Bank as 

its benchmark for comparison, as both are local banks 

in Hong Kong.

2. Learning from competitors. Companies study similar 

market experiments to those which they are planning. 

For example, mobile phone service companies 

compare plans of other mobile companies when 

planning a new promotion of phone services.

Competitor analysis and accounting

(Relevant to Paper II – PBE Management Accounting and Finance – Strategic Management)
Dr Fong Chun Cheong, Steve 
School of Business, Macao Polytechnic Institute

3. Positioning.  Companies try to identify their 

competitors’ strengths when choosing competition 

methods, either by cutting the product price to exercise 

cost leadership or by launching a new product or 

service to achieve product specialization.

4. Identifying opportunities and threats. Competitor 

analysis and accounting links with the traditional 

strengths, weaknesses, opportunities and threats 

(SWOT) analysis  for handling both business 

opportunities and threats.

Competitor analysis helps answer the following 
questions:
• Who are the company’s main competitors?

• What are the company’s objectives?

• What are its strengths and weaknesses?

• How well is it doing?

• Can the company predict competitors’ future moves?  

Five basic steps help answer these questions:
1. Determine the customers and services of the company.

2. Identify current and potential competitors.

3. Gather basic information on each competitor.

4. Conduct in-depth research on each competitor.

5. Conduct a comparative analysis of competitors.

To read the complete article, visit the Learning Centre on our website at 
http://www.hkiaat.org/index.php/services/index/199/



Learning
Zone 13

 October 2011 T/Dialogue

Introduction 
With the increasingly high level of automation in world 

class manufacturing, overheads are today the main 

component of cost. Absorption costing has led to the 

incorrect allocation of overheads and is a poor basis for 

decision making. A more accurate allocation of overheads 

is becoming necessary in the modern manufacturing 

environment where cost information is being used for 

decision making purposes, such as pricing and make-or-

buy decisions. This has led to the introduction of activity 

based costing (ABC), under which it is easier to trace 

overheads to individual products and which provides a 

better allocation of overheads and thus better product cost 

information.

Absorption costing assigns direct costs and all or part 

of overheads to cost units using one or more overhead 

absorption rates. Activity based costing (ABC) is an 

approach to the costing and monitoring of activities 

which involves tracing resource consumption and costing 

final outputs. Resources are assigned to activities, and 

activities to cost objects based on consumption estimates. 

Use of cost drivers and activities for 
cost accumulation
In absorption costing, overheads are absorbed solely on 

volume-based cost drivers (activities are performed each 

time a unit of the product is produced), such as units of 

output, machine hours and direct labour hours. 

Activity based costing

(Relevant to AAT Examination Paper 3 – 
Management Accounting)

Li Tak Ming, Andy, 
Deputy Head, Department of Business Administration,  
Hong Kong Institute of Vocational Education (Kwai Chung)

To read the complete article, visit the Learning Centre on our website at 
http://www.hkiaat.org/index.php/services/index/199/

Under ABC, overheads are absorbed using both volume-

based and non-volume based (activities are not performed 

each time a unit of the product is produced) cost drivers, 

such as number in the production set-up, number of 

material requisitions and number of purchase orders, etc.

Cost drivers are activities that cause costs. Cost pools 

are areas for which all of the costs associated with a cost 

driver are grouped. When the costs for each cost driver 

have been accumulated in a cost pool, then a cost per 

cost driver (cost driver rate) can be determined. The cost 

driver rate can be used to apportion overheads to products 

in accordance with the use of each activity for each of the 

products.  

The key feature of the choice of cost drivers for any 

particular activity is that there is a causal relationship 

between the level of overhead and the volume of the cost 

driver. That is, an increase in the volume of a particular 

cost driver will cause an increase in overheads. 

Examples of activities and costs drivers include:
Activities Cost drivers
Purchase of materials Number of purchase orders
Machining Number of machine hours
Production set-up Number of set-ups
Assembly Number of labour hours
Material handling Number of material requisitions
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To read the complete article, visit the Learning Centre on our website at 
http://www.hkiaat.org/index.php/services/index/199/

Introduction 
Absorption costing and marginal costing are alternative 
cost accumulation systems used to ascertain product or 
job costs for inventory valuation and cost of sales.  
 

Absorption costing 
Absorption costing includes both variable and fixed 
production costs in the cost units. Under absorption 
costing, closing inventory and production cost of sales 
are valued at full production cost. An absorption costing 
system is required by Hong Kong Accounting Standard 
(HKAS) 2 “Inventories” for valuation of inventory when 
preparing financial statements for external use. Gross 
profit is obtained when the production cost of sales is 
deducted from sales. 

Marginal costing 
Marginal costing is also known as variable costing. It 
includes variable costs in the cost units and fixed costs are 
treated as period costs, which are written off in the profit 
statement of the period to which they relate. Variable 
costs may include production costs and non-production 
variable costs.

Under marginal costing, closing inventory (cost units 
which have not been sold) is valued at variable production 
cost only. Cost of sales (cost units which have been sold) 
are valued at variable cost, which may include production 
and non-production costs. The contribution is obtained 
when the variable cost of sales is deducted from sales.

Treatment of overheads under absorption 
costing and marginal costing
Absorption costing and marginal costing treat overheads 
differently.  

Absorption and marginal costing
(Relevant to AAT Examination Paper 3 – Management Accounting)
Li Tak Ming, Andy
Deputy Head, Department of Business Administration, Hong Kong Institute of Vocational Education (Kwai Chung)

Under absorption costing, closing inventory and 

production cost of sales are valued at full production 

cost including a share of the fixed production overheads. 

When the fixed production overheads incurred differ from 

the fixed production overheads absorbed, there will be an 

under or over absorption of production overheads.

Over-absorption means that the overheads charged to the 

production cost of sales are greater than the overheads 

actually incurred. Under-absorption means that the 

overheads charged to the production cost of sales are 

lower than the overheads actually incurred. 

Over/under-absorption of overheads occurs in the 

following situations:

(a) Actual overheads incurred differ from budgeted 

overheads.

(b) The actual production level differs from the budgeted 

production level.

(c) Actual overheads incurred and the actual production 

level differ from budgeted overheads and the 

budgeted production level.  

Under marginal costing, closing inventory and production 

cost of sales are valued at variable production cost only. 

Fixed production overheads are written off as they 

are incurred in the period as a period cost in the profit 

statement. Since there is no absorption of fixed production 

overheads, there is no under- or over-absorption of 

production overheads. 
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Capital budgeting assists decision makers in 

a company evaluate multiple investments 

of the company’s capital. Capital budgeting 

is used to plan for the acquisitions of other 

companies, for the development of new product 

lines of business, for the expansion of the 

existing production plants or for the replacement 

worn-out equipment, and in planning decisions 

on whether or not to enter a new market line, 

whether to buy or rent production facilities, and 

any other investment project resulting in costs 

and revenues that are spread over a number of 

years. 

Capital budgeting is the method used to assess 

a major investment or to see whether one option 

is better than another. There are several capital 

budgeting methods, each with advantages 

and disadvantages. In this article, we discuss 

the basic principle and the advantages and 

disadvantages of using the net present value 

technique and the internal rate of return 

technique. 

Net present value method
When using the net present value method of 

capital budgeting, one of most important factors 

is the estimation of net cash flows from an 

investment. The net cash flow is the difference 

Capital budgeting: 
net present value vs 
internal rate of return

(Relevant to AAT Examination Paper 4 – 
Business Economics and Financial Mathematics)
Y O Lam

between cash outflows and cash inflows over 

the life of the investment. First, cash flows 

should be calculated on an incremental basis, 

and include changes in operating cash flows and 

changes in investment cash flows. Second, cash 

flows must be measured on an after-tax basis. 

Third, non-cash expenses are also considered; 

for example, depreciation is an expense item 

but not a cash flow. 

The internal rate of return technique
The internal rate of return technique is an 

alternative to the net present value technique. 

The internal rate of return on an investment 

is the discount rate at which the net present 

value of the investment is zero. The investment 

should be undertaken only if the internal rate 

of return on the investment exceeds the cost of 

capital to the firm.

Conclusion
The net present value and the internal rate 

of return techniques will always give the 

same decision on an independent or single 

investment. For two or more mutually exclusive 

investments, decision makers should use the net 

present value technique instead of the internal 

rate of return because the former uses the cost 

of capital as the reinvestment rate.

To read the complete article, visit the Learning Centre on our website at 
http://www.hkiaat.org/index.php/services/index/199/
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Introduction
HKAS 1 “Presentation of Financial Statements” sets out 
overall requirements for presentation of financial statements, 
guidelines for their structures and minimum requirements for 
their contents. 

HKAS 1 is one of the most frequently examined issues 
in Paper 7: Financial Accounting. The purpose of this 
article is to equip students with the particular knowledge 
and skills required to attempt questions on the preparation 
and presentation of financial statements for a single entity. 
Techniques for preparing financial statements are also 
discussed.

This article includes the amendments issued by the Hong 
Kong Institute of Certified Public Accountants on 14 
July 2011 in respect of the presentation of items of other 
comprehensive income.

Components of financial statements
This article discusses the following three components of a 
complete set of financial statements:
(a) A statement of financial position;
(b) A statement of profit or loss and other comprehensive 

income; and
(c) A statement of changes in equity.

Techniques for the preparation of financial 
statements   
The basic principle for preparation of financial statements is 
to classify items from the trial balance into the appropriate 
components of financial statements involving some 
adjustments like closing inventories, depreciation, doubtful 
debts, accruals and prepayments. The techniques required 
for the preparation of financial statements will vary with 
different circumstances but basically follow these steps:

HKAS 1 “Presentation 
of Financial Statements”
(Relevant to AAT Examination Paper 7: Financial Accounting)
Patrick P.H. Ng, Lecturer, Department of Business Administration, 
Hong Kong Institute of Vocational Education (Chai Wan) (FCPA, FCCA)
Morris Y.M. Kwok, MPA, ACMA, CPA 

Step 1: Record the items not included in the trial balance
Most examination questions provide additional information 
which shows items not included in the trial balance. You 
are expected to review this information in order to make 
adjustments to items such as property, plant and equipment, 
intangible assets, leases, provisions, borrowing costs, and so 
on. 

Step 2: Classify and present the items in the appropriate 
headings
Next you need to classify the items under the appropriate 
headings. At this level, you need to be familiar with the 
following issues:
• Separate the items into their current and non-current 

portions e.g. bank borrowings, lease obligations.
• Review cash and cash equivalents and make sure that 

bank overdrafts are presented under current liabilities.
• Present the dividend paid in the statement of changes 

in equity rather than in the statement of comprehensive 
income.

• Identify other comprehensive income from the trial 
balance and present it in the bottom section of statement 
of comprehensive income.

• Identify opening and closing inventory. Opening inventory 
can usually be found in the trial balance while closing 
inventory can be obtained from the additional information.

Step 3: Prepare necessary workings
To work out the figures in the financial statements, you 
need to prepare necessary workings such as cost of sales, 
administrative expenses, distribution costs, property, plant 
and equipment and so on.

Step 4: Prepare the financial statements
The final step requires you to write up the financial 
statements showing the main headings, then work through 
the figures in the question line by line and put them in the 
correct positions.

To read the complete article, visit the Learning Centre on our website at 
http://www.hkiaat.org/index.php/services/index/199/
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(1) A legal obligation is an obligation that derives from 

either:

 • a contract,

 • legislation, or 

 • other operation of law. 

 A legal obligation that derives from a contract can come 

either through the explicit or implicit contract terms.

(2) A constructive obligation is an obligation that derives 

from an entity’s actions where, by an established 

pattern of past practice, published policies or a 

sufficiently specific current statement, the entity has 

indicated to other parties that it will accept certain 

responsibilities, and as a result, the entity has created 

a valid expectation on that part of those other parties 

that it will discharge those responsibilities. 

Conclusion
An entity should only recognize a provision when all 

the three conditions stipulated above are fulfilled. The 

traditionally used terms “provision for depreciation”, 

“provision for impairment of assets” and “provision for 

doubtful debts” do not meet the three conditions set out 

above and hence should not be recognized as provisions 

under HKAS 37 “Provisions, Contingent Liabilities and 

Contingent Assets”. 

 October 2011 T/Dialogue

HKAS 37 “Provisions, Contingent Liabilities and 

Contingent Assets” sets out conditions that should 

be satisfied in order for a provision to be recognized. The 

conditions include:

• The entity has a present obligation resulting from a past 

event; 

• It is probable that an outflow of resources embodying 

economic benefits would be required to settle the 

obligation; and

• A reliable estimate can be made of the amount of the 

obligation. 

This article focuses on the first condition set out above 

for the recognition of provision under HKAS 37 and 

discusses what a present obligation resulting from a past 

event is.

What is a present obligation resulting from a past event?

As mentioned above, not all obligations require that a 

provision be recognized. Instead, only present obligations 

resulting from a past obligating event give rise to a 

provision. 

An obligating event is an event that creates either (1) 

a legal obligation or (2) a constructive obligation that 

results in an entity having no realistic alternative to 

settling that obligation. 

Does a present obligation resulting 
from a past event under HKAS 37 
“Provisions, Contingent Liabilities and 
Contingent Assets” exist ?
(Relevant to AAT Examination Paper 7 – Financial Accounting)
Annie Mok Yuet-ngo, Department of Accountancy, City University of Hong Kong

To read the complete article, visit the Learning Centre on our website at 
http://www.hkiaat.org/index.php/services/index/199/
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The hotel’s finance and accounting team has a total 

of 19 staff who oversee different areas including 

revenue management, expense and cost control, and 

payroll systems, all of which are backed up by a 

centralized information technology team. Johnny Tai 

has been the supervisor of AAT member Pauline Wong 

for ten years. He has witnessed the career growth of this 

dedicated AAT staff member and her competency in 

mastering technological changes.  

Changes in the hi-tech era
“Technological advancements have totally changed the 

mode of our accounting operations,” says Johnny. In 

the past the accounts payable team had three members. 

Because of the computerized system, adopted some 

years ago, all the work has been consolidated and is 

now managed by Pauline alone. Johnny says she has 

Employer in the 
spotlight – 
Johnny Tai Check in 

to a 
brighter 
future

Knowledge and 
experience top the list 
in hotel accountingby Aldric Chau

demonstrated immense competency in adapting to the 

change. Downsizing the team has inevitably caused an 

impact on operations. However, Johnny is impressed by 

Pauline’s ability to maximize her productivity to handle 

the increased workload and work effectively with the 

systems.

Magic of the AAT Exam
Johnny learned about the AAT Examination through 

Pauline and other colleagues. The qualification became 

popular among his team a few years ago. “Since 2008, I 

have seen that some of our younger colleagues have been 

keen to acquire the AAT qualification. I think it is good 

for Pauline and others to go back to school to update their 

knowledge after years of work.” Johnny believes that 

studying for the AAT Exam has helped Pauline master 

technical updates, and the knowledge she has absorbed is 

T/Dialogue October 2011

Accounting has an indispensable function maintaining financial stability in a complex 
organization such as a hotel. From inventory and supplies to guestrooms and 
banquetting sales, accounting governs a complicated capital flow. Johnny Tai, 
accountant at Sheraton Hong Kong Hotel & Towers, talks about an AAT member’s 
gate-keeping role in this sophisticated work flow. 
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all directly applicable to her work. Johnny says that since 
she has completed her studies, Pauline has performed 
much better in areas such as financial accounting. She 
is now trained to look at problems from the accounting 
perspective and is able to provide a sound rationale 
for her solutions. “As a result her confidence at work 
has improved,” Johnny says. Pauline can now handle 
every task assigned to her independently without much 
supervision. She is also able to offer help and guidance to 
other team members.

Well-designed syllabus
Johnny, an accounting veteran, thinks that attaining a 
professional qualification is vital, especially given that 
accounting roles have become more diverse over the last 
decade. “To my surprise, Pauline and a few other co-
workers managed to complete the AAT Exam within 
a relatively short period of time and at an affordable 
budget. Another point that impressed me is Pauline, who 
is a working mother, was the first colleague to attain 
the qualification,” says Johnny. He points out that the 
localized syllabus of the AAT Exam suits the needs of 
Hong Kong personnel who need to acquire some instantly 
applicable skills to handle increasing demands from 
work. According to Johnny, the mode of learning and 
level of the AAT Exam studies make the course perfect 
for beginners. “Accounting may intimidate people with 
its professional image and tough requirements. However, 
AAT serves as an easily accessible platform for those who 
are interested to explore the profession at a flexible pace,” 
he says. 

Although technical knowledge is important, how it is 
communicated also determines how far one can go along 
one’s career path. Johnny believes that AAT Examination 
Paper 2 “Business Communication and Organization 
and Management” was the major reason behind 
Pauline’s significant improvement in written and verbal 
communications skills. As Sheraton is part of American 
company Starwood Hotels and Resorts Worldwide, 
there are many occasions where Pauline has to work 
with colleagues from overseas, making good business 
communications skills a must for Pauline.

Star performer at work
While Johnny regards Pauline as one of his star 

performers, she has faced challenges in some areas, such 

as legal related issues. Since she has little relevant work 

experience in this field, she sometimes found it difficult 

to handle legal issues. However, Johnny has found that 

Pauline performs better in this area after taking the AAT 

Exam because her studies for Paper 6 “Fundamentals of 

Business Law” not only gave her an overview of legal 

principles, but also honed her ability to research on her 

own whenever she encounters any difficulties. “During 

discussions on legal issues at work, Pauline is now more 

confident in expressing her views and understands the 

subject without the need for too much explanation,” says 

Johnny.

Accounting is a highly diversified function operating 

across different industries. Some accounting personnel 

are responsible for areas such as budgeting, foreign 

exchange or the ledger while others tend to be more 

closely associated with sales analysis, such as providing 

sales forecasts and revenue reports to senior management, 

and updating variances and year-on-year growth of sales. 

“Therefore, there are still many opportunities for Pauline 

to explore. With her strong foundation in accounting 

gained from her studies for her AAT qualification, I 

believe that Pauline is well-prepared to take on more 

challenges at work to unleash her potential.”

Entry criteria
“A mix of technical knowledge and practical experience 

are what it takes to succeed in hotel accounting,” says 

Johnny, adding that he highly values staff members 

such as Pauline who have both qualities. If accounting 

personnel are interested in this specific industry, Johnny 

advises that employers usually look for those who have 

relevant hotel experience, whether it’s in the accounting 

stream or not. After all, hotels operate a unique business 

model. In terms of personal qualities, Johnny highlights 

the importance of attention to detail and having a service-

oriented mindset, which he maintains is paramount in any 

services industry.

 October 2011 T/Dialogue
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First work experience 
Pauline did not study accounting 
at secondary school. However, she 
was very interested in this subject 
because of her brilliant HKCEE 
results in mathematics and statistics, 
and her simple belief that accounting 
is needed in any business operation. 
Instead of immediately stepping 
into the accounting profession after 
graduating from form seven, Pauline 
joined a two-year trainee programme 
offered by Sheration Hong Kong 
Hotel & Towers (Sheraton) where she 
was rotated to different departments 
in the group: these included catering, 
house-keeping, front desk and back 
office. 

Soon after Pauline has joined the 
company, there was an opening for 
an accounting clerk in the finance 
department. Her human resources 
colleague contacted Pauline, who was 
well known for her strong numerical 
sense. 

A beginner to the 
accounting field
In this completely new environment, 
Pauline was initially overwhelmed 

Versatile AAT – 

Pauline Wong

Accounting 
talent in the 

hospitality 
industry

Hospitality is one of Hong 

Kong’s leading industries and 

has played a pivotal role in 

driving the city’s economic 

development in recent years. 

The industry’s expansion has 

been further fueled by growing 

numbers of arrivals from 

mainland China. Accounting 

and financial employees 

play an indispensable part 

of this massive driver of our 

economy. Pauline Wong, a 

recently-joined AAT member, 

who has worked for Sheraton 

Hotel Hong Kong for about 

fifteen years, tells us about her 

accounting career experience 

in this industry. 

by Aldric Chau

by the change. Since she lacked 
experience she was assigned simple 
tasks such as handling accounts 
receivables. So Pauline actively 
sought out training courses to enrich 
her job knowledge. Two years later, 
the job had become fairly mundane 
and she found her learning curve had 
flattened. An income auditing role 
became vacant, and Pauline moved 
over to this area. 

Even though she was still in the same 
department, income auditing was 
very different from what her previous 
tasks. Her major duties were to 
audit the hotel’s revenue daily which 
included revenue from the room 
charges, food & beverages, telephone 
calls and rental incomes, etc. Since 
computerized accounting had not yet 
been adopted, Pauline had to cross 
check all revenue details manually. 
She recalls: “The job was challenging 
as there was only two staff members 
in the team to provide strict, accurate 
and timely output. Income auditor 
was also responsible for all sorts of 
report comparison for budgets and 
forecasts.”

Later in 2003, after seven years 
i n  She r a t o n ,  Pa u l i n e  f u r t he r 
promoted to be an accounts payable 
supervisor, her current position 
up t i l l  now. She is responsible 
for the cash f low management, 
handling invoices, remittances, all 
kind of bank payments, balance 
sheet  reconci l ia t ion ,  acc r ua ls 
and amortization. Following the 
implementation of a computerized 
system, the role of the AP team (and 
even the accounting department) 
has become less dominant, and the 
number of team members fell from 
three to one. Although Pauline 
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was the lucky person to stay on, this change became the 
overwhelming reason for her to sign up to a challenge 
without hesitation. She decided to pursue a professional 
qualification in 2008 and at the same time, with her 
colleagues in Sheraton, she took an accounting diploma 
course, both in order to expand her knowledge in the 
dynamic accounting industry. “At that time, my daughter 
was seven years old. She needed less time from me and 
so I decided to pick up my studies again during my spare 
time,” Pauline says. After two years of hard work, she 
attained her AAT qualification and returned to work with 
a wealth of new knowledge and ideas. 
 
Setting new challenges
“Studying for the AAT Exam sent me back to the 
classroom and to study groups. This was a challenge, 
especially since it was so long since I had left school,” 
Pauline says. However, the clearly-defined syllabus and 
flexible exam structure meant that she could adapt to her 
new work and study life. Difficult subjects such as Paper 
6 “Fundamentals of Business Law” were quite a challenge 
for Pauline who had no relevant experience and was not 
particularly strong at writing essays.

Specifically, Pauline says that from Paper 5 “Principles 
of Taxation” she learnt how to calculate royalty tax, profit 
tax, and so on and to understand the rationale governing 
all the tax rates, which is essential knowledge for work. 
Instead of needing to take orders from supervisors, she 
now understands the rationale behind every action and 
thus can think a step ahead in solving problems at work. 

The annual audit takes place after the year-end with on-
site work performed by the internal and external auditors. 
Their work was once a mystery to Pauline. Now she is 
familiar with their work through her studies for Paper 8 
“Principles of Auditing and Management Information 
Systems” and so can provide the required data with 
greater confidence. In addition, her knowledge from Paper 
7 “Financial Accounting” gave Pauline an overview of 
the accounting standards backing up the statements of 
comprehensive income and financial position to make her 
realize how calculations should be done.

Putting knowledge into action
All in all, knowledge from AAT has had a tremendous 
impact on Pauline’s career development. As an accounts 

payable supervisor at the hotel, she finds the knowledge 
from her AAT studies provides substantial support 
to her work. The hotel is part of the Starwood hotel 
group, so she is tasked with identifying the various fee 
payments among internal parties under the group, and 
with resolving any payment disputes. Inter-company 
reconciliations and month-end fund transfers are among 
her other key tasks, and she has to work closely with 
different internal parties and with external suppliers. 
 
Pauline has a job that is well sought-after and she enjoys 
the great benefits of being a hotel employee. However, 
all her success would not have been possible without her 
initiative for continuous learning and her investment of 
effort in her career. “You really need to make an effort and 
put aside the time to achieve your career goals,” Pauline 
says, as she encourages counterparts in accounting to 
consider attaining practical qualifications such as AAT. 

Support from study buddies 
As for the study tips for AAT Exam, Pauline highlights the 
importance of attending examination techniques seminars 
organized by the HKIAAT where students can see how 
other speakers interpret the same issue and analyze 
exam questions differently. Another way of harnessing 
team efforts, according to Pauline, is to start a Facebook 
discussion forum where exam strategies and challenging 
questions can be exchanged and discussed. 
 
With her daughter entering the secondary school, Pauline 
has no concrete plans for further study in the near future; 
instead she intends to accumulate more work experience 
in her current position to support the hotel group’s 
development.

Pauline Wong’s study and career path

1995 Form 7 graduate

1996 Registered hotel career trainee at Sheraton Hong 
Kong Hotel & Towers

1997-98 Accounts receivable clerk at Sheraton Hong Kong 
Hotel & Towers 

1999-2002 Income auditor at Sheraton Hong Kong Hotel & 
Towers

2003-Present Accounts payable supervisor at Sheraton Hong 
Kong Hotel & Towers

2008-2010 Diploma in accounting studies (two-year part-time 
course) at the Hong Kong School of Commerce

2010-11 Completed eight papers in the AAT Examination 
(with exemptions from four papers)
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Nothing is too difficult to achieve when 
you plan ahead and remain dedicated. 
Michelle Or, assistant accountant at Full 
Home Limited, believes that attaining the 
AAT qualification was a breakthrough 
for a sub-degree holder like her and a 
vital step towards achieving her goal of 
becoming a certified accountant one day.

Getting started in accounting
After graduating from secondary school, Michelle was 

not sure about which career to pursue. A cousin had been 

studying accounting and introduced her to the field. At 

the time, she thought that accounting had something to 

do with mathematics, which she believed she was good 

at, and this together with a vague notion of entering the 

world of business persuaded her to study for a diploma in 

accounting.

Michelle adds that, in more realistic terms, accounting 

is a necessary component of company administration. 

“Someone told me that almost all major decisions 

made by a company’s management depend heavily on 

information from the finance and accounting department.” 

After obtaining a diploma in accounting studies from 

the Hong Kong Institute of Vocational Education 

Passport to success – 

Michelle Or

Hiking 
towards 

your goal

(IVE), Michelle decided to further equip herself to join 

the profession. She needed to find a way to become a 

Certified Public Accountant (CPA). She understands that 

as a sub-degree holder, she has to work hard to acquire the 

qualification by attaining more professional qualifications 

than her counterparts with a degree. The AAT articulation 

serves as a good cornerstone for her. With exemption 

from four papers due to her diploma studies, Michelle 

completed the remaining AAT examination papers in 

2007. She then immediately embarked on the Professional 

Bridging Examination (PBE), and took just one year to 

finish all four papers. 

Utilizing knowledge in work
Michelle’s current employer, Full Home Limited, is an 

agency mainly distributing electronic components from 

Korea. The Hong Kong office has about 20 people, of 

which four are in the accounting department. Michelle 

first joined the company in its most junior position 

and had limited responsibility. But later on, when 

her superiors realized that she had acquired the AAT 

qualification, she was entrusted with more complicated 

tasks. Now her work involves handling the financial 

matters of four supplying manufacturers. These matters 

include managing the companies’ full set of accounts, 

account receivables, credit control and other payment due 

control issues. 
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Michelle values her AAT and PBE training very much. 

Through her studies for Paper 7 “Financial Accounting”, 

she laid a strong foundation for her work in preparing 

financial statements for stakeholders’ and decision 

makers’ review. She is able to grasp the related concepts 

underlying her work assignments. In addition, she can 

also help colleagues with their personal investments 

through her financial management knowledge. 

Michelle’s studies also enable her to understand the 

contracts her company is entering into with clients. 

“Though I do not possess a very in-depth legal 

knowledge, the basic framework I got from my studies for 

the AAT Exam and PBE are enough for me to interpret 

the basic terms of a contract and their implications,” 

Michelle says. Another area in which she can use her 

knowledge is corporate administration. As her company 

has to deal with issues arising from application of the 

Employment Ordinance, her knowledge from her studies 

for Paper 6 “Fundamentals of Business Law” helps her in 

solving these issues for the company.

Appropriate nurturing and prudent choices
Michelle has learnt that having a qualification is vital in 

the accounting profession. Having a CPA qualification can 

equip her with the ever-changing accounting standards. 

Though she kick-started the qualification programme (QP) 

under Hong Kong Institute of CPAs, she was also eager 

to secure a degree in accounting. Now, she has completed 

two modules of the QP. “The public exam experience 

I gained from the AAT Exam and PBE is coming in 

useful in my preparation for the QP modules. I’ve also 

learnt good time management. However, I need to adopt 

my techniques to the open-book exam mode for QP.” 

Michelle believes the main challenge she faces in her 

QP studies is the different exam format. She is grateful 

for the understanding and support from her superiors. 

There were occasions when she had to work overtime, 

but her superiors still allowed her to leave early whenever 

possible in order to get to her lessons on time.

Michelle advises current AAT students not to give up 

easily. Sub-degree holders should take heart from the fact 

that there are alternative routes to becoming a CPA, with 

the AAT pathway one of the possible ways of achieving 

this. Michelle thinks the most important thing to remain 

dedicated to one’s goal and studies. As for those wishing 

to pursue a top up degree programme part-time, Michelle 

advises, from her personal experience, to choose a Hong 

Kong Institute of CPA accredited programme as this can 

save time and money. Students should also make sure they 

allocate their time well between their work and studies. 

“The truth is that companies cannot afford to be infinitely 

accommodating to every employee’s study needs. You 

should therefore plan ahead your study schedule well in 

advance,” she concludes.

Future plans and goals
Michelle plans to complete the remaining two QP modules 

in the near future. “As an accounting professional, 

upgrading my knowledge and qualifications is the key 

to success.” Career-wise, Michelle is also considering 

job opportunities at a larger-scale establishment. She 

believes large companies offer more diversified work and 

opportunities and a whole different level of professional 

exposure, and that this will be highly beneficial for her 

career in the long-run.

 Michelle Or’s study and career path
1998 Form 5 graduate

2000 Obtained a diploma in accounting studies 
from the Hong Kong Institute of Vocational 
Education (Lee Wai Lee)

2003-07 Completed all eight papers in the AAT 
Examination (with exemption from four 
papers)

2006-present Assistant accountant at Full Home Limited

2007-08 Completed all four papers in the 
Professional Bridging Examination 

2009-6/2010 Obtain BA (Hons) in Accountancy
from Coventry University and 
PEAK (Institute of Professional Education 
and Knowledge)

current Completed modules B & D of Hong Kong 
Institute of Certified Public Accountants' 
Qualification Programme
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Before co-founding Talentspace, I worked as a 

consultant in several consultancies owned by other 

people. During that time, I worked for one particularly 

noteworthy boss. He was a successful management 

consultant and had built up a fairly successful firm. 

Unfortunately, he was a tyrant. When he was in a good 

mood, he could be inspiring and effusive. But when he 

was in a bad mood, he made threats about firing people. 

Looking back, I now realize that he wanted to be the 

centre of attention at all times and was just looking for 

people to acknowledge him constantly. If I’d only known 

that at the time, I could have managed my relationship 

with him so much more effectively and enjoyed my time 

at that firm so much more.

Your boss (although the politically correct term these 

days is “line manager”) is possibly the biggest factor in 

determining whether your working day will be a misery 

or a joy. If you aren’t getting enough interesting work and 

opportunities for development, it’s probably down to your 

manager. If there’s too much work, it’s probably because 

of your manager’s inability to delegate properly.

Thankfully, you are not a helpless victim. Yes, some 

employees allow their bosses to take over their lives, but 

it doesn’t have to be that way. By managing upwards – by 

intentionally and strategically managing the relationship 

with your manager – you can have much greater control 

over how much you might enjoy your job.

Pressures of the job
No matter how much you may wish it, you can’t change 

your manager. However, you can work more effectively 

with them. One of the biggest steps you need to take is 

to consider the pressures that they face. What goals and 

targets do they want to achieve?

It’s easy for us to get bogged down in our own work. But 

if you make an effort to set your own work in the context 

of what your boss is aiming to achieve, you may have a 

better idea of how best to spend your own time. Rather 

than allowing yourself to feel inundated by the many 

tasks you face, try prioritizing by thinking about what 

your boss is ultimately trying to achieve. Thinking about 

the bigger picture – or at least a picture that is somewhat 

bigger than your own role – may help you distinguish 

the truly important tasks that will further your boss’s 

aims from the ones that may simply be distracting and 

clamouring for your attention.

Delegation style
Consider also the way in which your manager likes to 

delegate. For example, some managers like to delegate by 

conveying their expectations clearly and at great length, 

perhaps even going into too much detail. Other managers 

may give only broad instructions, perhaps forgetting to 

share important information or assuming that you already 

have it or don’t need it. That doesn’t mean that your boss 

doesn’t expect the work to be done: it simply means that 

your boss isn’t much good at explaining what needs doing 

or how it should be done.

Of course, if things go wrong, it will be you who gets the 

blame for not having completed the project rather than 

your manager for not having explained it clearly enough. 

If your manager comes from the less expressive end of 

by Dr. Rob YeungBOSS
Managing 
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the spectrum, be sure to ask for more information. Ask 

why a project needs doing, when it needs doing by, what 

the boundaries may be, how much authority you are being 

given, when you should check in with your manager, and 

so on.

Face-to-face, or not?
Another expectation gap often comes from the way that 

managers and their subordinates like to communicate 

information. For example, I once worked for a manager 

who was quite introverted. He usually kept his office door 

closed and he much preferred emailing, even though his 

office was only a 20-second walk from mine. So I learned 

to accept his instructions by email and to respond mainly 

by email too. By communicating in this way, he seemed 

happy and left me alone to get on with my work.

On the other hand, other managers may like to discuss 

matters face-to-face or by telephone. If your manager 

prefers to talk things through but you keep emailing 

them, then you’re going to feel frustrated that they aren’t 

reading your documents. At the same time, your manager 

is probably going to be annoyed that you keep emailing 

documents that they don’t have time to read.

When i t  comes  to  cons ider ing  communica t ion 

preferences, remember that there is no absolute right or 

wrong. Employees who successfully manage upwards 

know that they need to adapt their style to fit those of 

their bosses.

Onwards and upwards
No matter how bad your current or previous bosses have 

been, the truth is that few managers set out intentionally 

to be bad bosses. Many of the conflicts and disagreements 

between managers and employees come down to 

differences in working style rather than because your 

manager is deliberately evil!

Some alleged experts suggest that employees should 

provide upward feedback to their bosses on what they 

like or dislike about the manager’s style. I disagree. In 

relaxed, informal organizations in which managers and 

employees are more like families, this may sometimes 

work. But in larger, more hierarchical organizations – and 

especially in Asian cultures – criticising your boss, even 

in a quiet one-to-one discussion, may not be sensible. Tell 

your boss how you honestly feel about their management 

style and you may end up curtailing your career prospects.

However, do invest time in understanding your manager. 

Remember that managers have their own pressures and 

demands. If you can make more of an effort to do your 

work while thinking about those pressures and demands 

– as well as considering the management style in which 

your manager likes to work – then you will have a much 

smoother ride at work.

Dr Rob Yeung is a psychologist and executive 
coach at leadership consulting firm Talentspace. 
He is the author of over a dozen bestselling 
career and management books including The 
Extra One Per Cent: How small changes make 
exceptional people and the current bestseller I 
Is For Influence (both published by Macmillan). 
www.twitter.com/robyeung 
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Fermentation process decides 
the sweetness
Wines are sometimes described as fermented 
grape juice. During the process of alcoholic 
fermentation, sugars from the grape juice are 
consumed by the yeasts that are responsible for 
fermentation. The alcohol produced contributes 
to the alcoholic strength of the wine, and any 
sugar left from the process contributes to its 
sweetness. Yeasts die off at a certain level of 
alcohol and are removed from the wine before 
bottling. Essentially, most wines – whether 

Wine drinkers are overwhelmed 
with choices: from sparkling wines, 
white wines, red wines, sweet wines 
to fortified wines; from wines from 

the ‘Old World’ such as France, Italy, 
Spain, Portugal and Germany to 

wines from the ‘New World’ including 
Australia, New Zealand, Chile, 

Argentina; from wines with fruity 
oaky flavours to mineral tasting wines 

and many other different flavours 
which wine drinkers sometimes find 

it difficult to describe!

Are wines really that difficult to 
understand? Are there any secrets 
behind them – how to taste, how 

to describe, and above all, how to 
choose your wine?

The winesecretsof
by Jennifer Luk

they are white or red - are dry as there is not much sugar left (the 
technical jargon is residual sugar) in the wine.  In quality sweet 
wines, sugar concentration before fermentation is maintained at a 
high level, making the level of residual sugar high. In the making 
of fortified wines, extra alcohol added during fermentation stops 
the fermentation process, leaving a high level of residual sugar. A 
classic example is port from Portugal. The sweetness of sparkling 
wines usually come from two sources: the residual sugar left from 
alcohol fermentation or the sugary mixture (liqueur d’expédition) 
added after fermentation is completed. Asti from Italy is usually 
made with a hint of sweetness from the residual sugar, whereas 
the sweet French champagne is made with the addition of liqueur 
d’expédition, which contains some level of sugar. 

Colours and flavours come from the grapes
An understanding of the basic wine-making process may seem 
boring, however, that is where the secret lies! First, the grape 
juice is made with different types of grape varietals. Varietals such 
as Cabernet Sauvignon, Merlot, Shiraz / Syrah and Malbec, are 
black grapes that make red wines. The tannins, colour and flavour 
pigments on the skin contribute to the structure, colour and more 
complex flavours of the 
wines, in addition to the 
fruit flavours from the 
juice. Varietals such as 
Chardonnay, Sauvignon 
B l a n c ,  R i e s l i n g  a n d 
Gewurztraminer are white 
grapes that make white 
wines. Sometimes, wines 
are made with more than 
one grape varietal as a 
blend ,  or  contain just 
a  s ingle  varie tal .  For 
most New World wines, 
varietals and the wine 
regions are mentioned on 
the label. The labels of 

In autumn, grapes are harvested at their optimal 
ripeness with the desired level of tannin, acidity, 
sugar and flavours. Black grapes are crushed to break 
the skin. Both the juice and skin are put together 
for fermentation. During the skin contact hours 
pigments and tannins are extracted, giving the colour 
and structure of most red wines. Usually, wines are 
aged in oak barrels, contributing to the complexity 
of flavours and structure of the wine. After bottling, 
wines are aged for some more time before release. 
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Old World wines, on the other hand, mostly only name 
the region. Here comes the second secret!

Under the labelling laws in most Old World wine 
countries, only if the wines are made with the permitted 
grape varietals from particular area can wines be labelled 
under the particular region in which the wines were made. 
For example, in the French region Médoc in the Bordeaux 
region, only five black grape varietals are permitted: 
Cabernet Sauvignon, Merlot, Cabernet Franc, Petit 
Verdot and Malbec. Compare this with another renowned 
French region, Burgundy , in which the principal 
permitted grape variety is Pinot Noir. Understanding 
Old World wines is clearly more difficult than knowing 
about New World wines, as wine drinkers have to know 
(and remember) the grapes and regions in order to fully 
understand about the wines they are tasting! 
 

To know more, taste more
To acquire basic knowledge about wine and taste, we can 
start by trying wines made with single varietal from the 
New World. Most of the time, these wines display nice 
fruity flavours and purity. Then, we can move onto more 
styles such as wines matured in oak casks or wines from 
particular regions that display special characteristics. 
An example is Sauvignon Blanc from New Zealand or 
Chardonnay from New World wine countries or Cabernet 
Sauvignon from Coonawarra in Australia. We can then 
try wines from the Old World, focusing on selected 

Jennifer LUK, director of Business Development & Wine Consultant, Wines Connect Company Limited, is a wine lecturer at several tertiary 
institutions. With her experience as a wine importer & marketer, she teaches Strategic Wine Marketing. Jennifer is passionate in sharing 
her global wine & dine experience to all wine enthusiasts across Hong Kong and China. Jennifer holds the WSET Advanced Certificate, 
and she was the recipient of the Wine Australia Travel Scholarship in 2010, awarded by WSET & Wine Australia.

regions at first. Good places 

to start include Bordeaux and 

Burgundy (or Bourgogne in 

French) from France, Chianti 
from Italy, and Rioja from 

Spain. Another approach is to 

try wines from specific sub-

regions (or appellations in 

most European countries). 

Examples include Margaux, 

Saint-Julien, Pauillac, Saint-
Estèphe in Médoc (Bordeaux). 
A number of wines from these 

appellations are well-known 

for the complexity, depth and 

structure of the wines. Each of 

them also displays the terroir 

of the region – telling you 

about the different soil type, 

weather (bringing out vintage 

variations) and the craft of 

wine-making.

Back to basics, wine is for leisure and pleasure. Although 

the depth of knowledge and understanding can seem 

overwhelming for many wine drinkers, we should all be 

able to enjoy wines in an easier way, with a simpler mind! 

That is the real secret about wine. Cheers!

The colour of white wine 
ranges from pale to deep 
yellow or gold. A paler colour 
usually indicates younger 
white wines; deeper colours 
can indicate older wines or 
wines that have been matured 
in oak. Sometimes, the colour 
of the wine is so pale that 
even the blue of the sky is 
reflected in the wine!

The labels of New World 
wines are considered easier 
to understand than those of 
their Old World counterparts. 
All the basic information, 
such as wine country (and/ 
or region), grape variety 
and vintage is mentioned. 
In this example, the bottle 
of red wine is made with 
Malbec (grape variety), from 
Mendoza (a wine region in 
Argentina). The vintage 2010 
indicates the grapes were 
harvested in 2010. 
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