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In landlocked Bhutan, that tiny land of happiness high up in the Himalayas, MP  
Jigmi Rinzin FCCA has become the prime mover in bringing good governance, financial 
transparency and best accounting practice to the country – and to Asia. See page 26

STILL THE COLOSSUS
Welcome to the first edition of Accounting and Business in 2013. 
Since we last went to press there have been a number of world 
events, including presidential elections in the US, a huge hurricane 
that hit the Caribbean and caused chaos in the US, and a major 
earthquake off the west coast of Canada, which triggered tsunami 
alarms in the Pacific Rim – and in which your editor was evacuated 
from her hotel on Vancouver Island!

With more press attention on the evacuation panic in Hawaii than 
Canada for the latter event, coupled with saturation coverage of  
Hurricane Sandy on New York, the dominance of  US affairs on the 
world is clear. This applies as much in the business world. The US 
is still the world’s biggest capital market, and the repercussions on 
global business of  the re-election of  President Obama will be widely 
felt. Read our feature on what these effects are likely to be on page 23.

The fall-out from the US ‘fiscal cliff’ is one of  the things that we 
predict will keep global financial controllers from a peaceful night’s 
sleep this year. See page 20 for what else will be keeping them awake. 

We feature several interviews with subjects who highlight the crucial 
role of  finance professionals in a wide range of  capacities. Beginning 
on page 12, Unilever’s North Asia finance vice president Tony Latham 
and Vietnam finance vice president Katherine Wu (who features on 
our front cover) explain how finance is helping realise the company’s 
ambitious sustainable living plan. 

We talk to Jigmi Rinzin, who, as an MP in the tiny Himalayan kingdom 
of  Bhutan, is fostering good audit and accounting practice in the land of  
happiness – and throughout Asia. You can read all about it on page 26.

Our interview (page 43) with headline-hitting former Olympus 
CEO Michael Woodford puts the spotlight on the importance of  a 
company’s senior officers taking a stand against corruption – and how 
whistleblowing doesn’t come without serious personal cost. 

Lesley Bolton, lesley.bolton@accaglobal.com

FRIGHT NIGHTS
The US fiscal 
cliff and the 
continuing woes 
of the eurozone 
are just some 
of what will be 
giving CFOs 
sleepless nights 
this year. 
Page 20

CEE GOES CSR
Once deemed 
superfluous 
in central and 
eastern Europe, 
the resurgence 
of charity in the 
region is driving 
corporate social 
responsibility. 
Page 40

BIG 
AMBITIONS?
For your next 
move, check out 
www.accacareers.
com/international

RESEARCH AND INSIGHTS APP
The new release of our app explores finance 
function transformation, in particular shared 
services and outsourcing. To download it, visit 
www.accaglobal.com/riapp, or just search for 
‘ACCA Insights’ in the iTunes App Store
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01 Staten Island in 
New York was one 

of  the areas hit hardest 
by Hurricane Sandy 
when it struck the US 
east coast last November

02Aston Martin, 
long associated 

with James Bond, 
received £150m from 
Italian private equity 
firm Investindustrial

03 Canadian Mark 
Carney was 

appointed governor of  
the Bank of  England by 
the UK chancellor

04 Mary Schapiro 
quit as chief  of  

the US Securities and 
Exchange Commission

News in pictures6



05 Heated talks at 
the Doha Climate 

Change Conference 
in Qatar finally led to 
rich nations agreeing 
to compensate poorer 
nations for losses due to 
climate change

06 Starbucks will 
voluntarily 

pay around £20m in 
corporation tax in the 
UK over the next two 
years – regardless of  
whether it makes a 
profit – in response to a 
public backlash in the 
UK over its perceived 
tax avoidance

07 Aerospace giant 
Rolls-Royce is 

cooperating with the 
UK’s Serious Fraud 
Office over allegations 
of  bribe-paying in 
Indonesia and China

08 Opposition 
parties protested 

against alleged fraud 
in the Ukrainian 
parliamentary elections. 
Prime minister Mykola 
Azarov and the entire 
government later 
resigned and loan  
talks with the 
International Monetary 
Fund were delayed
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SHOPPING STORE

A DESERVED ESCAPE?
Expedia’s Vacation deprivation 2012 
survey of over 8,600 employees in 
22 countries has given employers in 
South Korea the dubious honour of 
frowning most on staff taking holiday. 
Norway’s bosses were most supportive 
of staff taking holiday, while US 
bosses came mid-table.

HOT TO SHOP
Three different continents filled the top three positions in a CNN Travel survey ranking the best cities 
in the world to shop in on the basis of ease of getting round, value, variety and the whole experience.

r10bn
Cost to the 
South African 
economy 
in lost 
production 
due to mining 
strikes since 
August 2012, 
according to 
the Treasury.

42%
Proportion of  
global CFOs 
who think it 
inappropriate 
to take part-
time board 
level roles, 
according to 
an Ernst & 
Young survey.

14.4%
Proportion 
of  female 
directors of  
Canada’s 
500 largest 
organisations, 
says Canadian 
Board 
Diversity 
Council.  
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59%
SOUTH KOREA 

27%
US

14%
NORWAY

Global consumption in rapid growth 

markets will rise from 14% in 2010 to 

25% by 2020

61m homes will have annual incomes above us$30,000 in 2020 (compared with 15m in 2010)

Only 15% of  the population will earn less 

than us$5,000 a year (compared with 

42% in 2012)

INDIA to be the 
FASTEST-GROWING 

trade route for almost every 
economy in the region.

NEW 
YORK TOKYO LONDON

KUALA 
LUMPUR PARIS

HONG 
KONG

BUENOS 
AIRES VIENNA DUBAI MADRID

1 2 3 4 5 6 7 8 9 10

% OF EMPLOYEES WITH UNSUPPORTIVE BOSSES

TRADE PATTERN SHIFT TO FAVOUR EMERGING MARKETS
An Ernst & Young report, Beyond Asia: new patterns of trade, predicts that Asia Pacific’s 6.4% growth 
rate, sub-Saharan Africa’s 4.5% and Latin America’s 3.9% will be the highest in the world over the next 
10 years. The statistics below map the likely effects in Asia Pacific’s rapid growth markets.

News in graphics8



CHIPS STACKED HIGH FOR BRICs MARKETS 
The BDO ambition survey 2012 finds that CFOs’ appetite for risk 
has been cut by the economic crisis. The global survey of CFOs 
from mid-sized companies found that nearly half plan increased 
investment in the ‘safe havens’ of Brazil, Russia, India and China.

TAX TAKES A BITE  
Two new surveys provide a snapshot of the global tax picture. KPMG’s individual income tax and social security rate 
survey, covering 114 countries, concentrates on top personal tax levels, while Paying Taxes – produced by PwC, World 
Bank and the International Finance Corporation – compares tax systems across 185 economies.

SOWING THE STARTUP SEED 
The Startup ecosystem report 2012 from Telefónica Digital and the Startup Genome reveals that while Silicon Valley in the US 
is still the top startup location, flourishing communities in Latin America, Europe, the Middle East and Asia are catching up.

TAXABLE INCOME LEVEL (US$) WHERE HIGHEST RATES 
OF PERSONAL INCOME TAX TAKE EFFECT

TOP RANKED TAX REGIMES

29% 2011 45% 2012
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EY SUED OVER ANGLO IRISH 
Ernst & Young is being sued over its 
audits of  the former Anglo Irish Bank. 
The Irish Bank Resolution Corporation, 
which has taken over the operations of  
the insolvent and nationalised Anglo 
Irish, confirmed that it had issued legal 
proceedings against EY. The firm said: 
‘Although Ernst & Young is aware of  
proceedings issued by IBRC (formally 
Anglo Irish Bank), we have not formally 
been served with [them] nor have we 
received a statement of  claim setting 
out the details of  IBRC’s claim…. We 
have consistently said we stand by the 
quality of  our work performed in the 
Anglo audit and will vigorously defend 
any such proceedings.’

ACTION ON ISLAMIC FINANCE
The growth of  Islamic finance means 
urgent action is required on the 
harmonisation of  financial reporting 
standards, argues a joint report from 
ACCA and KPMG. The report was based 
on a series of  high-level international 
roundtables in London, Kuala Lumpur 
and Dubai. It calls on the International 
Accounting Standards Board (IASB) 
and the Islamic finance sector to jointly 

develop guidance and standards and to 
educate investors on sharia-compliant 
finance. The IASB should consider 
issuing guidance on the application 
of  International Financial Reporting 
Standards (IFRS) to certain Islamic 
financial products, recommends the 
report. See page 34.

TOO MUCH INFORMATION
The IASB will hold a forum in London 
on 28 January to consider the 
challenge of  disclosure overload. The 
forum aims to bring the IASB together 
with creators, auditors, regulators 
and users of  financial statements. 
They will discuss how to improve the 
usefulness and clarity of  financial 
disclosures. Hans Hoogervorst, 
chairman of  the IASB, said: ‘It has 
become increasingly 
clear that we are suffering from 
disclosure overload. However, there 
are many reasons why this is the case. 
Standard-setters are not blameless, 
but neither are preparers, auditors 
or regulators.’ But, he warned: 
‘One investor’s disclosure clutter is 
another investor’s golden nugget of  
information.’

STANFORD ACCOUNTANTS ‘GUILTY’ 
The former chief  accounting officer 
and global controller of  the Stanford 
International Bank have been convicted 
of  fraud. Gilbert Lopez, 70, and Mark 
Kuhrt, 40, were found guilty by a Texas 
court of  assisting Allen Stanford to hide 
a $7bn fraud. They will be sentenced in 
February, when they each risk a prison 
term in excess of  20 years.

PwC SUED OVER MF GLOBAL 
PwC is being sued by former clients 
of  MF Global, who claim the firm 
failed to conduct an adequate audit 
of  the broker’s internal controls of  
its customer funds. Lawsuits are also 
being pursued against the former 
chief  executive of  MF Global, Jon 
Corzine, and the CME Group, which was 
responsible for the exchange on which 
MF Global traded. PwC said: ‘PwC 
audited the financial statements of  
MF Global Inc and reviewed its control 
activities for safeguarding customer 
assets as of  31 March 2011 in 
accordance with professional standards. 
The audit evidence confirmed that 
MF Global Inc maintained customer 
assets in accordance with the 
Securities and Exchange Commission’s 
and Commodity Futures Trading 
Commission’s requirements as of  31 
March 2011, and both congressional 
testimony and the Securities Investor 
Protection Group trustee’s June 2012 
report support this conclusion.’

‘LIMITED’ CHANGES TO IFRS 9
The IASB has published proposals 
for ‘limited’ changes to IFRS 9, the 
financial instruments standard, as 
part of  a broader project to reform the 
accounting of  financial instruments. 
The proposed changes would narrow 
the differences with the US Financial 
Accounting Standards Board (FASB) 
classification and measurement model 
and take into account the interaction 
between how financial assets are 
classified and measured and how 
they are accounted for with regard to 
insurance contract liabilities. KPMG 
said although the changes were called 
‘limited’ they had far-reaching impact. 
It said they were helpful for insurers, 

IFRS ‘WILL GO AHEAD IN US’ 
US investors predict the country 
will eventually adopt International 
Financial Reporting Standards (IFRS), 
according to a survey conducted 
for ACCA by Forbes Insight. But the 
process will take time and require 
substantial investment in staff and 
training, they warn. Some 57% of 
US investors surveyed in IFRS in the 
US: An investor’s perspective, said 
they expected the Securities and 
Exchange Commission to one day 
require reporting under IFRS. Some 
41% of investors expect benefits to 
outweigh costs, with 29% predicting 
the reverse. International Accounting 
Standards Board (IASB) chairman 
Hans Hoogervorst said: ‘ACCA’s 
findings are consistent with anecdotal 
feedback we hear from the US 
investor community.’ See page 30.
IFRS in the US can be found at  
www.accaglobal.com/reporting

Wall Street, New York

10 News round-up
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but warned they could increase 
balance-sheet volatility for some firms.

SEC’S SCHAPIRO STEPS DOWN
SEC chairman Mary Schapiro has 
stepped down. She was replaced 
last month by Elisse Walter, who was 
already a commissioner. President 
Barack Obama said: ‘I want to express 
my deep gratitude to Mary Schapiro for 
her steadfast leadership…When Mary 
agreed to serve nearly four years ago, 
she was fully aware of  the difficulties 
facing the SEC and our economy as a 
whole. But she accepted the challenge, 
and today, the SEC is stronger and our 
financial system is safer and better able 
to serve the American people.’

IR MOVES FORWARD 
A prototype of  the International 
Integrated Reporting Framework has 
been released by the International 
Integrated Reporting Council (IIRC). 
Paul Druckman, IIRC chief  executive, 
said: ‘By publishing the prototype, we 
are encouraging businesses to start 
testing the principles of  integrated 
reporting and evaluating their relevance 
and applicability.’ A consultation draft 
of  the framework is due in April, with 
the final ‘version 1.0’ to be released in 
December. Progress towards integrated 
reporting has been helped by a 
memorandum of  understanding for  
cooperation and collaboration between 
the IIRC and International Federation 
of  Accountants (IFAC). 

MERVYN KING WINS GOLD
Professor Mervyn King has been 
awarded the IFAC International Gold 
Service Award for his outstanding 
contribution to the accountancy 
profession. The award was made by IFAC 
president Göran Tidström at its annual 
council meeting in Cape Town. King’s 
promotion of  integrated reporting, his 
help to improve corporate governance 
and his role as chair of  the King 
Committee on Corporate Governance in 
South Africa were all cited. 

WARREN ALLEN TO HEAD IFAC
Warren Allen of  New Zealand has 
been elected as the new president 

of  IFAC for a two-year term. He 
took over from Göran Tidström 
in November. Olivia Kirtley of  the 
US becomes deputy president. 
Allen served on the IFAC board 
for six years and has chaired the 
planning and finance committee. He 
is executive director and recently 
retired partner of  Ernst & Young 
New Zealand. 

AFRICAN CORRUPTION FALLS
Fraud is going down in Africa, 
according to the second Africa Fraud 
Barometer produced by KPMG. 
Reported cases of  fraud dropped from 
520 in the second half  of  2011 to 503 
in the first half  of  last year. The value of  
the frauds fell even more dramatically, 
from US$3.3bn to US$2bn. The 
countries with the highest incidents 
of  fraud are South Africa, Nigeria and 
Kenya, which is to be expected, given 
their size, but also Zimbabwe. 

STANDARD-SETTERS STEP UP
National standard-setters are to 
meet as advisers to the IASB, the 
IFRS Foundation has announced. 

The creation of  the Accounting 
Standards Advisory Forum was a main 
recommendation of  last year’s trustees’ 
strategy review. Hans Hoogervorst, 
IASB chairman, said that while it had 
a long history of  effective work with 
national standard-setters through 
bilateral arrangements, it was clear 
these are ‘no longer sufficient’ now that 
so many countries use IFRS.

CHINA MUST BECOME GREENER
Accountants must take a leading 
role in helping China adopt greener 
business practices, says a report 
from ACCA, The green economy: 
pushes and pulls on corporate China. 
The process must include government 
policies to reduce carbon emissions 
or pollution levels, customer demands 
from outside the country, investors 
demanding greater disclosure on 
environmental, social and governance 
topics and improved reporting and 
accountability practices. Read the 
report at www.accaglobal.com/
accountability 
 
Compiled by Paul Gosling, journalist

LAWSUIT FOR DELOITTE, KPMG 
Deloitte and KPMG are being sued by 
a Hewlett Packard shareholder over 
HP’s $11bn takeover of Autonomy in 
2011. HP took an $8.8bn impairment 
charge in its 2012 results, writing down 
the value of Autonomy’s goodwill and 
intangible assets. It alleges Autonomy 
committed ‘serious accounting 
improprieties, disclosure failures and 
outright misrepresentations’ prior to 
acquisition. This is denied by the firm’s 
former CEO, Dr Mike Lynch. Deloitte, 
Autonomy’s auditor, ‘categorically 
denies’ any knowledge of accounting 
improprieties or misrepresentations 
in the firm’s financial statements. 
KPMG said: ‘The claims made 
against KPMG are based on incorrect 
understandings about the firm’s role 
in this matter and are without merit.’ 
KPMG added that it had not overseen 
Deloitte’s audit, nor did it review the 
audit work papers.

11Analysis
SECOND-TERM IMPLICATIONS
Nothing much has changed now that president Barack Obama has been  
re-elected – or so it seems. In fact, the defeat of  the Republican party 
means that policy paralysis in Washington may finally come to an end.
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GREEN CONVERSION
Unilever’s Tony Latham is flying the flag for the company’s sustainable living plan, but 
he has the tough task of making this visionary business strategy financially viable

12 Interview



‘THE BUSINESS CASE
FOR THE UNILEVER
SUSTAINABLE LIVING
PLAN STACKS UP. IT IS
BELIEVABLE, IT IS VIABLE,
IT JUST MAKES SENSE’

J
ust a few months into his new job 
as vice president of finance, North 
Asia, at Unilever, Tony Latham has 
fully embraced the sustainability 

agenda that is increasingly shaping the 
giant multinational.

He is far from an environmental 
campaigner however. A finance 
professional with more than 15 years’ 
experience across Asia, Europe and 
Australia, he speaks about his 
employer and the Unilever sustainable 
living plan with conviction born out of  
consideration of  the facts.

‘Based on resource consumption 
today and the resources that are 
available, at some point in the near 
future, demand will fundamentally 
outstrip supply,’ he says.

‘I’m not someone who was or is 
particularly environmentally aware,’ he 
says. ‘But the facts on this are 
indisputable.’

The Unilever sustainable living plan, 
which was launched in 2010 and aims 
to lower the environmental impact of  
the company and its products by 2020 
while doubling the size of  its business 
and increasing its positive social 
impact, is setting Unilever apart as 
much as the company’s marketing 
savvy and famous penchant for product 
development. Unilever has stepped up 
its message of  sustainability over the 
past couple of  years while remaining 
clear that it is not new to the idea. 

Framework for old values
On the contrary, says Latham, 
sustainability has been at the heart of  
Unilever ever since Lever Bros launched 
its first packaged soap in the late 
1800s. Rather, the new plan creates a 
clear framework for this sustainability 
strategy, an approach to implement the 
company’s philosophy. 

‘The fact that Unilever has put the 
sustainable living plan at the heart of  
its business model, come out and 
stated what it wants to achieve and is 
now walking the talk is something that, 
for me, as a relative newcomer to the 
organisation, is very impressive,’ says 
Latham. ‘The concept of  this is not 

new. Lots of  companies have been 
talking about this.’

The company’s plan, and its reputation 
for innovation driven by ‘highly 
impressive’ people who invariably 
accomplish what they set out to do, were 
among the reasons why Latham joined 
the company. That and the fact that he 
likes the idea of  living and working in 
China – and giving his two young 
children the opportunity to learn 
Mandarin Chinese which he considers a 
gift for their futures.

Less than a year ago, Latham was 
working at Danone, a company whose 
leadership roles are mostly based in 
Europe. He had a ‘burning desire to 
return to Asia’. He has plenty of  
experience in the region, having worked 
for multinationals in Indonesia, 
Thailand and Australia.

And Asia he got. His responsibilities 
extend to an extremely diverse list 
of  countries that includes China, 
Hong Kong, Taiwan, South Korea 
and Japan. 

Emerging markets
More than most multinationals, 
Unilever has a big footprint in 
developing and emerging countries, 
which generate about 55% of  sales. 

It is those very markets that pose the 
biggest threat to sustainability as 
emerging middle classes seek to live 
better. They want healthcare and 
comfortable lives with modern 
conveniences and they can increasingly 
afford them.

But herein lies the problem; there 
are simply not enough resources for 
everyone to consume the way the 
developed world does today.

The tips
Successful candidates must stand 
apart, says Tony Latham, vice 
president of finance, North Asia,  
at Unilever. 

‘Last year we had 32,000 
applications for 100 places in the 
management trainee programme,’ he 
says. So aspiring professionals have 
to set themselves apart from the rest.

‘It is important to have a really 
strong technical base. They should 
get that through their education and 
bodies like ACCA. That’s kind of  a 
baseline,’ says Latham. 

But then, those who make the cut 
and into an interview are likely to 
have those bases covered. 

The next step is differentiated 
experiences, getting a variety of  
experiences that provide exposure 
to different aspects of  finance 
or accounting. 

But perhaps most important of  all 
for successful managers are 
information and passion. Latham 
says it is not hard to tell when 
someone is well researched and 
passionate, two qualities that 
prospective professionals need. 

‘I’m a big believer in someone’s 
willingness and enthusiasm to learn,’ 
he says. 

‘The enthusiasm that someone 
displays in an interview setting 
is critically important to me – 
the notion of  “will over the skill”.’
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The basics 
UNILEVER
More than 2 billion consumers 
will use a Unilever product 
tomorrow and another 2 billion  
will use one the next day.

A lot of  these products will be 
single-portion shampoos or 
soaps in the far reaches of  
Indonesia or India. Unilever’s 
reach is one of  its most impressive 
accomplishments. 

The company is 139 in the 2012 
Fortune 500 list with close to 
171,000 employees and profits of  
£5.22bn in 2011.

In China, Unilever has about 
6,000 direct employees and 
another 5,000 sales staff  
(through distributors) focused 
on Unilever products. Another 
12,000 promoters push the 
company’s products at 
supermarkets.

All told, close to 24,000 
people in the country depend on 
Unilever for a job at one level 
or another. 

Across the rest of  North Asia – 
which extends to Hong Kong, 
Taiwan, South Korea and Japan 
–  there are another 2,000 
employees. About 130 people in 
finance look after the region. 

‘THE MOMENT YOU
BUILD A CONTINGENCY
PLAN IS ABSOLUTELY
THE MOMENT YOU
WILL NOT SUCCEED’

‘At the macro level, the way the world 
is living today is quite simply not 
sustainable,’ he says.

But then, Latham is a finance 
professional with a strategic role and 
thus very aware of  the inherent 
contradiction in developing a business 
case for sustainable products. 

‘At the macro level the business case 
for the Unilever sustainable living plan 
stacks up. It is believable, it is viable, it 
is increasingly necessary. It just makes 
sense,’ he says. ‘At a country level it is 
starting to make sense for a whole 
variety of  reasons: governments are 
legislating, customers are demanding 
it, it gives us access to markets, etc.’ 

The challenges emerge in the next 
tier down. When an individual 
finance director is building a business 
case for the launch of  say, a new 
haircare product.

‘How does he or she start to capture 
the sustainability business case and 
business case for the launch of  that 
particular product in a particular 
market? That’s the next step,’ says 
Latham. ‘We are working on establishing 
best practice for how to do that now.’

Nevertheless, the company is 
committed. And so is Latham. 

‘It’s like a snowball coming down the 
hill and impacting more and more 
people through and outside the 
organisation,’ he says. ‘It’s a business 
strategy. It’s a vision that Unilever has 
brought on board and we are going for 
it. There is an unwavering belief  that 
we are on the right track and we can 
deliver on our ambition.’

‘The moment you acknowledge how 
difficult this is, the moment you build a 
contingency plan for failure, is 

The CV
Tony Latham joined Unilever in 
November 2011, capping more than 
15 years in Australia, Asia and Europe.

He studied at the University of  
Newcastle and is a professional 
accountant, joining SC Johnson in 
Australia in 1997. From 2003 to 
2006 he was its finance director in 
Indonesia based in Jakarta. He then 
joined Numico, a baby food and 
nutrition-focused subsidiary of  
France’s Danone as regional FD 
based in Thailand. His next move, in 
early 2008, was to Amsterdam as 
vice president of  finance in Danone’s 
medical nutrition unit.

Three years later, the choice was to 
move up the ranks in Europe or look 
for something in Asia, where Latham 
has a strong affinity with the culture 
and the business environment. He 
eventually found the type of  role he 
was looking for at Unilever and 
became vice president of  finance for 
North Asia, based in Shanghai.

absolutely the moment you will not 
succeed,’ he says. ‘Unilever wants to 
be at the forefront of  the solution and, 
as someone who is new to Unilever, I 
find it incredibly energising.’

Alfred Romann, journalist
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VITAL 
SPIRIT
Katherine Wu FCCA, vice president of 
finance at Unilever Vietnam, describes the 
challenges and rewards of working amid 
the luxuriant growth being generated by 
Vietnam’s ‘golden demographic’
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The CV
2011

VP finance, Unilever Vietnam.

2010
Head of finance, Unilever Malaysia 
and Singapore.

2007
Finance director, marketing and CD, 
Unilever Asia, Africa, Central and 
Eastern Europe.

2005-07
China Europe International Business 
School (CEIBS) – master’s, EMBA.

2003
Finance controller, Unilever China. 

1991-96
Fudan University, China, bachelor’s 
in biochemistry.

V
ietnam is one of the top 
countries for attracting 
foreign investors, especially 
multinationals like consumer 

goods giant Unilever.
‘This is a young, dynamic country,’ 

says Katherine Wu FCCA, vice president 
of  finance at Unilever Vietnam. ‘With 
50% of  the population under 25 years 
old and growing fast in purchasing 
power, this is one of  the key markets 
for Unilever, and we are committed to 
building a sustainable business here 
and making Vietnamese lives better.’ 

Sitting in her office in Ho Chi Minh 
City’s District 7, a new residential 
and business centre in the country’s 
main financial hub, Wu spells out the 
scale of  this potential: ‘According to a 
Goldman Sachs and BCG projection, 
GDP per capita in Vietnam is going to 
exceed that of  Indonesia, India and the 
Philippines by 2025.’ 

While this ‘golden demographic’ 
is the major driver behind Vietnam’s 
anticipated bright future, Wu says she 
knows it’s not simply a matter of  setting 
up shop and totting up numbers. 

Vietnam’s youthful population also 
constitutes the present generation 
of  fresh-faced graduates and young 
executives streamlining business 
practices. ‘If  you look at the profile of  
young people at our company, most of  
them joining as management trainees 

are fresh from universities. They’re 
all very keen to learn and passionate 
– their energy and desire to make an 
impact is very prominent, compared to 
some other places I have worked.’ 

She adds: ‘In terms of  education, 
English-speaking skills and exposure to 
the outside world, young people here 
have stepped up significantly. I was 
on the board of  advisers at AIESEC 
in Foreign Trade University in Ho Chi 
Minh City. Some years ago when the 

The basics
UNILEVER

*Unilever Vietnam was set up in 
1995 as a subsidiary of Unilever.

*The company’s leading household 
brands in Vietnam include Omo, Vim, 
Cif, Lifebuoy, Dove, Sunsilk, Lux, 
Lipton, Knorr, Vaseline and Surf.

*Unilever Vietnam directly employs 
more than 1,500 people. 

*In 2010 Unilever Vietnam was 
the first multinational to be awarded 
the 1st Labour Medal for its business 
performance and boosting socio-
economic development in the country. 

*Unilever Vietnam operates a 
manufacturing base in Ho Chi Minh City.
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‘WITH 50% OF THE POPULATION UNDER 25 YEARS 
OLD AND GROWING FAST IN PURCHASING 
POWER, THIS IS A KEY MARKET FOR UNILEVER’

The tips
‘The best way of learning accounting 
and finance is to combine textbook 
knowledge with operational 
experience. When I talk to my 
colleagues or team members, who are 
currently studying ACCA, my advice is 
that the best way to learn is not only 
reading about rules, regulations or 
standards; more importantly, it is also 
thinking about what is behind it – how 
it impacts day-to-day business or why 
you have to do it – rather than just 
remembering and following.

‘Second, if  you want to follow 
a career in finance, if  you want to 
move up, it’s important for finance to 
connect with the business element. 
Finance as a profession has always 
been evolving. In the past it was 
predominantly about financial 
accounting, getting fiscal reporting 
done, preparing statements and 
making sure everything was compliant. 
Nowadays, finance has to drive the 
business and highlight issues and 
opportunities – how can we make 
a positive impact on the way we do 
business from a finance perspective?

‘A career in finance has become a 
much more comprehensive vocation 
than simply accounting. These are the 
challenges that face newly emerging 
talent, freshly qualified accountants 
– how to learn, how to become a 
successful financial director. These are 
challenging times.’

students were discussing how they 
could contribute to society, they talked 
about charity donations. Now they 
are mapping out agendas and talking 
about how they can create a business 
model that will be self-sufficient and 
sustainable. You can see how fast this 
generation has developed – they are on 
the path to becoming global talents.’ 

Wu herself  is a shining example 
of  adaptability. Shanghai-born, 
she decided to trade a future in 
biochemistry for a career in finance 
with Unilever after graduating from 
Shanghai’s Fudan University in 
1996 with a degree in biochemistry. 

‘Biochemistry and finance are all 
about science – logic, interpretation, 
deduction,’ she says.

Her accounting and financial 
education came courtesy of  the 
company. ‘At that time Unilever was an 
active sponsor for ACCA programmes, 
so I joined one and graduated in two 
and a half  years and that’s how I 
became a certified accountant.’ 

ACCA training played a crucial part 
in her career. ‘It gave me an education 
and entry to the financial world. It’s not 
just about accounting, but reporting, 
auditing, taxation and management 
analysis. In addition to getting the 

18



certificate, or gaining membership, it is 
good training.’

After stints in Singapore and 
Malaysia, in 2011 she came to Vietnam 
– a country that has transformed in a 
single generation from a war-ravaged 
Third World nation into a middle 
income, international player with 
enormous potential. 

‘When I first came in 2001 to work on 
some Unilever projects, where we are 
today in District 7 didn’t even exist,’ she 
says. ‘It’s amazing how the country has 
developed its infrastructure.’

Unilever entered the Vietnamese 
market in 1995 – a year after a US trade 
embargo on the country was lifted. Over 
the next 15 years Vietnam’s accelerated 
rate of  development propelled it into 
an unprecedented era of  prosperity. 
Per capita income grew from US$220 
in 1994 to US$1,168 in 2010, while 

the ratio of  people in poverty fell from 
58% in 1993 to just 14.5% in 2008. 
Consumer spending is forecast to jump 
42% between 2012 and 2016. 

Wu marvels at Vietnam’s market 
progression. She says: ‘It is amazing 
to see how Vietnamese consumers 
have leapfrogged over the past decade. 
People are aspiring to better lives, 
a more healthy and hygienic living 
environment and better personal care 
offerings.’ 

Accounting standards are also 
developing quickly. ‘Coming from a 
Chinese background, I have found 
a much more open and dynamic 
environment in sharing and evolving 
accounting standards here,’ she says. 

Unilever Vietnam cultivates talent 
through a future leaders programme. 
‘Every new finance recruit starts in 
customer development and goes to 
sales for the first three months to get 
exposure to the fundamentals and 
connect to our consumers,’ says Wu. 

Versatility and a broad knowledge of  
company operations are of  paramount 
importance. All management trainees 
who joined the leaders programme are 
on job rotation for two to three years 
and sent abroad for six months. ‘We 
are building our Vietnamese talents to 
become global talents – and our young 
people love the opportunities and 
challenges. Now we have Vietnamese 
managers working abroad in many 
countries; they will be the future 
business leaders for Unilever and for 
Vietnam.’

She notes that different countries 
provide different learning experiences 
and skills for her team. ‘We choose 
overseas opportunities that can best 
utilise our people’s strength, while 
stretching them for their areas of  
development. For example, we have sent 
people to Singapore regional office to 
develop them in strategic thinking and 
planning roles. We have sent people to 
Australia to experience a sophisticated 
modern trade environment. Right 
now we have an experienced financial 
accountant from Singapore who has 
come to Vietnam looking for business 

exposure. The talent exchange across 
countries creates an open and dynamic 
environment for our people to learn.’

While based solely in Asia during her 
own career, Wu has worked in countries 
with contrasting cultures and business 
practices and undergoing diverse stages 
of  development – China, Singapore, 
Malaysia and now Vietnam. She believes 
‘a humble attitude’ is the key to 
adapting to a new environment. 

‘When you move to a new country, 
just try to listen to people – understand 
them, see what the context is, what 
the right behaviour is, what suits the 
local style of  working. Of  course, here 
we’re all Unilever. When you take over 
or the leadership changes, there is a 
change in personality but not company 
strategy. We still need to learn how to 
work with each other. We are one team 
and personal engagement is important, 
as are transparency and integrity. I’m 
confident that one year down the line 
[in Vietnam] we have really mingled 
well as a team.’ 

Wu believes her finance department 
has accomplished a lot in driving 
the speed and efficiency of  Unilever 
as a whole. ‘We’ve made significant 
progress and this is a continuous 
journey, so there is much more to do,’ 
she says. 

One of  the benefits of  finance, 
she adds, is the ability to judge 
performance in clear measures: ‘First 
by benchmarking yourself  against 
yourself, looking at where you were 
yesterday, where you are today, where 
you will be tomorrow, to see if  you are 
progressing, improving. Second, and 
this is the real test, by benchmarking 
your performance against others, rival 
companies, Vietnamese companies, or 
Unilever companies in other countries.’ 

In the end, she knows the bottom 
line is a numbers game: ‘If  you want 
to see if  you’re improving compared to 
others, you look at the numbers until, 
one day, you can say, “we’re the best 
finance team in the industry.”’ 

Connla Stokes, journalist based in Ho 
Chi Minh City
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2
012 was dominated by a 
combination of regulatory 
confusion, particularly as 
it relates to the adoption of 

International Financial Reporting 
Standards (IFRS) in the US, the 
political and fiscal instability in 
the US and EU, and concerns over 
currency fluctuations and inflationary 
pressures in emerging economies. US-
based finance executives particularly 
were struggling for clarity around 
proposed changes in accounting, 
reporting and audit standards, while 
many of their colleagues in countries 
like India faced wholesale changes 
in their corporate governance and 
operating environments.

Added to the impacts of  uncertainty 
in the regulatory and political 
environments were the effects of  
the related market volatility around 
the world that underscored the 
importance of  risk management. This 
topped the agenda for many CFOs in 
2012, meaning more stress-testing 
of  alternative risk scenarios, more 
reliance on models and more oversight. 
Ultimately, 2012 saw closer ties 
between senior finance executives and 
risk than we’ve seen in recent years, 
promising a clear expansion of  their 
domains going forward.

So what’s keeping our senior finance 
executives up at night in 2013? Against 
a backdrop of  good news surrounding 
steady global economic growth, a 
slowly recovering US housing market, 
and increases in consumer spending, 
industrial production and export 
growth in the US, eurozone woes 
continue to be the number one source 
of  pessimism for companies with 
exposure in the region.

Running a close second is whether 
newly re-elected US president Barack 
Obama can keep the US from falling 
off  the fiscal cliff  at the end of  2012, 
or at least buy more time to get 
Congress on board with much-needed 
policy to stave off  an impending 
economic catastrophe in 2013 (see 
also feature on page 23). If  not, the 
resulting forecast is that the US will 
be thrown back into recession early 
in the year, potentially reducing GDP 
growth to zero for 2013 and pushing 
unemployment beyond 9%.

Strategies for uncertain times
International companies with specific 
exposure to the EU and US are 
adopting a variety of  practices to 
hedge against the mostly political and 
therefore highly unpredictable risks 
on the horizon for 2013, while others 
are maintaining business-as-usual 
strategies with a view to the longer run.

Clearwater Foods, for example, 
is a North American-based seafood 
company with a large international 
fishing fleet and processing plants. 
With 38% of  its annual sales coming 
from the EU, the company is redoubling 
its efforts to minimise its exposure to a 
potential downturn in sales, should the 
economic climate worsen in the region. 

First, risks associated with foreign 
exchange are partially mitigated 
by strategies to diversify sales 
internationally, which will reduce 
the impact of  any country-specific 
economic risks on its business. Tyrone 
Cotie, finance director at Clearwater, 
says: ‘What diversification meant to 
us over the last year, and into the next 
five years, is to move more into China. 
We’ve seen some big growth last year 

and this year in our Chinese sales.  
Over the next five years I expect we’ll 
also be tipping our toe into India.’ 

Secondly, Clearwater is executing 
on pricing strategies by limiting 
the majority of  sales to short-term 
contracts, typically less than six 
months, that provide a margin for 
exchange rate fluctuations. 

Finally, inter alia, in terms of  
ensuring their customers are liquid, 
Clearwater regularly monitors 
credit availability in the EU, insures 
receivables or obtains cash advances 
on sales.

For other companies, the nature of  
their products helps to act as a natural 
insulator against a dramatic downturn 
in either the EU or the US in 2013. 
TCT, with two main subsidiaries in the 
UK and US and roughly US$180m in 
revenues annually, is the world’s largest 
licensed repair and overhaul facility 
for the industrial gas turbine engines 
manufactured by Rolls-Royce and GE 
that are used in the power generation 
and oil/gas transmission markets 
around the globe.

As Aberdeen native Bev Stewart, 
CFO of  TCT, explains, the company 
is somewhat recession proof. ‘We’re 
fortunate that we’re in a high-demand 
industry, regardless of  what’s 
happening in the global economy,’ 
she says. ‘People still need power and 
our clients still need their engines 
maintained and repaired in order 
to generate that power.’ However, 
the company shifted its focus, says 
Stewart. ‘For example, we’re spending 
a lot of  time opening up new markets 
in places like Africa, China and the 
Middle East. Not often the best 
in terms of  political stability and 

2013: THE WORRY...
Ramona Dzinkowski looks at what will keep global controllers up at night in 2013  
and finds that uncertain times in both America and the Europe are playing a big part
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commercial stability, but when some of  
our traditional markets are affected, we 
have to look elsewhere.’

Meanwhile, TCT has instituted a 
staged payment programme in order 
to minimise default risk. ‘When these 
engines come in to be fixed, they’re 
usually here for between two weeks 
and three months and we’ll be getting 
probably 80% of  that paid before the 
engine even leaves the shop,’ says 
Stewart. Since the downturn in the EU, 
it’s been much easier to ask for staged 
payments. ‘Ten years ago staged 
payments in this industry were unheard 
of; now it’s almost standard.’

For other companies, such as Ely 
Lilly, a global pharmaceutical company 

with manufacturing plants in 13 
countries and research facilities in 
55, the state of  the global economy in 
2013 will have little impact on the way 
they do business. As Arnold Hanish, 
vice president and chief  accounting 
officer at Ely Lilly, explains: ‘The nature 
of  the pharmaceutical business model 
is that we go through cycles as far 
as product launches are concerned. 
It’s the new products that come out 
of  our pipeline and approvals that 
drive business, and right now we’re 
going through some cycles in certain 
countries where we’ve lost patent 
protection on major products.’ So in 
terms of  what’s driving growth in this 
business, he says, it has a lot less to 

EUROZONE WOES CONTINUE TO BE THE NUMBER 
ONE SOURCE OF PESSIMISM FOR COMPANIES WITH 
EXPOSURE IN THE REGION



do with overall economic conditions 
within a certain region, but more to do 
with when the next wave of  products 
is going to be approved. ‘For example, 
in 2013, we’ll continue focusing on 
expanding in countries like China and 
Japan primarily because we don’t 
have a lot of  products coming off  
patent in those markets in the near 
term. We consider those countries 
countercyclical. We’ll also focus on 
expanding in other Asian countries and 
further into Brazil.’

Meanwhile, the company will 
continue to evaluate global outsourcing 
opportunities and, at the same time, 
continue to migrate to a shared 
service environment for backlogs 
– particularly of  financial activities – 
which has meant setting up shared 
service centres internationally in Kuala 
Lumpur, Mexico City and US cities.

Says Hanish: ‘We’ve done a lot to 
create efficiencies in our administrative 
processes and anything that can 
reduce costs also minimises your 
overall risk profile. For example, 
we’ve transferred a significant 
amount of  back-office accounting 
activity and transactional processing 
and outsourced some very basic 
transactional routine activities to 
companies in Eastern Europe and in 
India, and this will carry on into 2013. 
So in terms of  what’s driving our 
strategy into the next year and the year 
after that, we continuously re-evaluate 
what’s best for the business, regardless 
of  the economic environment. As a 
result, it’s lowered our costs, created 
efficiencies and better controls, and 
enabled us to migrate to one SAP 
platform globally.’

Ramona Dzinkowski is an economist 
and business journalist 

In terms of what will impact the finance function and its CFO most in 2013 
and beyond, ACCA and the US-based Institute of Management Accountants 
(IMA) have recently published a report which outlines the nine top issues.

   *EXPANDING DOMAIN OF THE CFO

Regulation
CFOs have an increasing stake in, 
and accountability for regulatory 
adherence and compliance.

Globalisation
Global experience on the CV will 
be a baseline expectation. Global 
leadership will be the cornerstone of  
the future CFO’s role.

Technology
A key challenge for CFOs is that data 
systems and their hierarchies often 
do not reflect business structures or 
reporting needs. At the same time, 
the business continues to change, 
which means that technology 
plays catch-up and finance spends 
significant time reworking data in 
spreadsheets. Predictive analytics, 
forecasting future performance 
based on past performance, will be 
a key enabler for CFOs and their 
finance operations.  

Risk
There will be greater scrutiny of  the 
effectiveness of  risk management 
processes and much higher 
expectations on the adequacy of  
longer-term financial results.

Transformation
Tomorrow’s CFO will need to  
ensure that finance is a catalyst 
for change across the whole of  
the business, driving outcomes 
that affect long-term business 
performance, and not just short-
term cost finance outcomes or  
cost reductions.

Stakeholder management
CFOs will increasingly need to be 
good at dealing with the media and at 
brokering the external relationships 
that matter for the face of  the 
business. In many senses they will be 
the face of  the corporate brand.

Strategy
Too often the financials and budgeting 
process remain disconnected or 
detached from the realities of  the 
business. CFOs will need to drive 
change programmes that integrate  
and attune the finance processes of  
the organisation to business strategy 
more effectively.

Sustainability reporting
Reporting on the social and 
environmental dimensions 
of  performance, as part of  a 
broader move towards integrated 
reporting, requires the design and 
implementation of  new reporting 
systems and more intangible non-
financial measures.

Talent
Developing talent through a global 
finance function across geographic, 
language and cultural differences will 
be a priority for future finance leaders 
as they seek to develop and retain 
the capabilities that will be needed 
in tomorrow’s finance function. The 
rise of  virtual teams will make people 
development strategies more complex.

To read the report, The Changing Role 
of the CFO, visit www.accaglobal.com/
transformation.
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What will it mean for us? US election 
watch party in Bangkok, Thailand, as 
Barack Obama’s victory over Mitt Romney 
became apparent

BIG REPERCUSSIONS
The Democrat victory in the US elections in November has deep implications for 
businesses, accountants and bankers, not just in the US but right across the world

I
n the US, elections are loud, 
angry and quite spectacularly 
expensive. In 2012 Democrats and 
Republicans splurged $5.8bn on 

buttering up the electorate – that’s over 
25 times more per voter than Britain’s 
political parties spent trying to win 
power in 2010. So it might seem like 
a huge comedown that the epic battle 
for the US presidency altered so little 
– the White House incumbent remains 

the same and only a handful of seats 
changed hands in Congress. Yet the 
election result will have profound 
implications for businesses, both in the 
US and globally.

‘For the past couple of  years intense 
partisan fighting has created policy 
paralysis in Washington, with almost 
nothing getting done,’ says Norman 
Ornstein, a scholar at the American 
Enterprise Institute, a conservative-

leaning think-tank. ‘The humiliating 
defeat of  the Republican party, which 
had expected big gains, makes it more 
likely we will finally get some activity.’ 

While the first priority of  the second 
Obama administration will be to the 
nation’s public finances, he has also 
indicated that he plans to update the 
outmoded immigration system, which 
has made it hard for companies to 
bring in top talent from the outside. 

And in the wake of  a hurricane that 
left New York flooded, the president 
has promised another drive to curb 
emissions of  greenhouse gases – a 
potential hammer blow to US coal 
producers such as Peabody Energy 
along with the likes of  London-listed 
miner BHP Billiton. 

Finally, there are tentative hopes that 
a change of  key financial officials may 
help bring the idiosyncratic accounting 

rules of  the US more in line with 
international norms. 

‘There is no doubt that many 
businesses would have loved a 
thumping Republican victory,’ says 
Len Burman, a professor at Syracuse 
University and a former Treasury 
official under President Clinton. ‘But 
there will be certain parts of  Obama’s 
second term that they are likely to 
benefit from.’ 

It is first worth reflecting on what 
big business is likely to lament about 
the outcome of  this election. Had the 
Republicans won the White House, 
along with a handy majority in the 
Senate, they would have attempted to 
roll back the regulations imposed on 
banks since the 2008 financial crisis, 
much to the glee of  global institutions 
such as HSBC and Barclays, which 
have large operations in the US. 

Republicans also wanted to open up 
more US land to oil drillers, including 

‘BUSINESSES WOULD HAVE LOVED A THUMPING 
REPUBLICAN VICTORY. BUT THERE WILL BE PARTS OF 
OBAMA’S SECOND TERM THEY BENEFIT FROM’ 
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High-fliers: Indian kite maker in Amritsar 
displays the miniature kites he made in 
celebration of Obama’s re-election win

‘THE ELECTION WAS THE LAST CHANCE TO DEFEAT
HEALTHCARE REFORM AND FAILURE TO DO SO HAS 
IMPORTANT TAX IMPLICATIONS FOR COMPANIES’

British companies like BP. And had the 
Grand Old Party taken a big lead in the 
Senate it would have also attempted 
to liberate companies from the duty 
to offer health insurance to employees 
– an obligation imposed by Obama’s 
flagship healthcare reform. 

Finally, rich executives would have 
probably been spared some of  the tax 
hikes that now seem likely as part of  a 
drive to lower the US budget deficit. 

Grand bargain
The Democrat victory spells a very 
different outcome. The most immediate 
implication is for tax policy, says Pam 
Olson, leader of  PwC’s tax practice 
in Washington and a former Treasury 
official under George W Bush. ‘Obama 
will first need to defuse the fiscal 
time-bomb of  tax increases and 
spending cuts that is about to explode 
at the start of  2013,’ she says. ‘But 
then there will need to be a grand 
fiscal bargain that attempts to bring 
Americans’ public borrowing under 
control. The fact that the Republicans 
have suffered an electoral defeat will 
have a big impact on how this bargain 
is likely to shape up.’ 

For a start, Republicans would like 
the burden of  reducing the deficit to 
be borne almost exclusively by public 
spending and have fiercely resisted any 
increase in tax rates, especially on high 

earners. Democrats, by contrast, place 
a greater emphasis on raising more tax 
from Americans earning over $200,000 
a year. 

‘The fact that the Republicans took a 
beating in this election means that the 
Democrats are slightly more likely to 
get their way,’ says Ornstein. 

While the Republicans still control 
the House of  Representatives, 
Democratic Congressional nominees 
actually won more popular votes – 
around 48.8% compared with 48.47% 
for GOP candidates. 

‘Republicans mostly hold the House 
because of  gerrymandering, so their 
claim to have a mandate is really 
shaky,’ Ornstein says. ‘They went into 
the election expecting a big win and 
this has stunned them.’ 

As a result a grand bargain on 
taxation is more likely to include higher 
payments by the wealthy. This could 
mean a hike in the top rate of  income 
tax, which Obama has long called for. 
But a similar increase in government 
revenues could be achieved by limiting 
the ability of  the wealthy to reduce 

their tax bill through deductions on 
mortgage income payments or interest 
from municipal bonds. The top five tax 
deductions deny the US tax service 
close to $600bn a year. 

‘This might be more acceptable to 
Republicans since they could go back 
to their districts and claim not to have 
raised taxes,’ says Chris Edwards, head 
of  fiscal analysis at the libertarian Cato 
Institute. ‘Still, the effect would still be 
a chunkier payment to the taxman.’ 

A second fiscal outcome of  the 
election is the survival of  Obama’s 

healthcare reform law. ‘The election 
was really the last chance Republicans 
had to defeat this reform and their 
failure to do so has important tax 
implications for companies,’ says Anne 
Phelps, a principal at Ernst & Young in 
Washington DC and a former adviser to 
George W Bush. 

Companies that fail to offer 
insurance coverage will face tax 
penalties of  $2,000 or $3,000 per 
employee. There will also be plenty of  
red tape as companies have to prove 
the plans they provide meet certain 
standards. In addition, the law levies 
an extra 3.8% tax on the investment 
income from interest and dividends of  
top earners – a levy likely to hit most 
senior executives and accountants. 
‘This is not just a healthcare law. It’s a 
tax and compliance law,’ says Phelps. 

Green light
Then there is climate change. Obama 
got a political bloody nose in 2009 
when he attempted to convince 
Congress to impose a tax on carbon 
dioxide emissions. Now with a fresh 
mandate, he has indicated he will 
try again. Research by Brookings 
Institution, a Washington think-tank, 
shows that a $20 tax on each ton of  
carbon dioxide produced could raise 
an average of  $150bn a year over a 
decade to help cut the deficit. 
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Obama drama: 
Democrat in 
Miami, Florida, 
celebrates the 
announcement of 
an Obama win

Moody’s and an adviser to the Obama 
campaign. ‘Companies operating in 
the US often have trouble getting in 
the brightest and the best because the 
immigration system is so restrictive 
and clogged up.’ 

The reason for this optimism is that 
Republicans were punished by Hispanic 
voters in the election for their generally 
anti-immigration stance. A Reuters poll 
showed Obama winning the support of  
66% of  Hispanic voters, who typically 
support more open borders. ‘It’s an 
issue where the Republicans have a big 
political incentive to shift course, so 
Obama may start to push on a more 
open door,’ says Zandi. 

Finally, an issue close to the 
heart of  many accountants is that 
of  convergence with International 
Financial Reporting Standards (IFRS), 
the set of  rules that are used by most 
of  the rest of  the world. Mary Schapiro 
showed little enthusiasm for bringing 

the US into line with IFRS as chairman 
of  the US financial regulator the 
Securities and Exchange Commission 
(SEC). However, she stepped down 
from the post in December. 

Pro-convergence?
‘Since this is not a partisan issue, 
Obama could quite easily appoint a 
replacement who is keener on taking 
the nation closer to international 
norms,’ says Mark Calabria, a fellow at 
the Cato Institute and a former senior 
aide on the Senate banking committee. 

So the outcome of  the US election 
was far less bland than it might 
seem at first glance. The Democratic 
victory will have deep implications for 
businesses, accountants and bankers 
not just in the US but across the rest 
of  the world too. 

Christopher Alkan, journalist based in 
New York

Fiscal policy: The top 2% of  US 
earners – those with incomes above 
$200,000 a year – will pay more tax, 
possibly through a higher tax rate 
or through trimming tax deductions. 
Corporate tax rates are likely to 
be cut, a policy favoured by both 
Republicans and Democrats, with the 
lost revenue offset through reducing 
the loopholes. 

Healthcare: Companies that fail 
to provide health insurance to 
employees will face a penalty. High 
earners will also pay an extra 3.8% 
tax on their investment income to 
fund the system. 

Greenhouse gases: Obama is 
likely to step up efforts to cut US 
emissions of  greenhouse gases 
either by imposing a carbon tax or, 
more probably, through tighter air 
standards imposed by the watchdog 
Environmental Protection Agency. 

Immigration reform: Companies in 
the US may benefit from a more open 
policy, including greater availability 
of  H1-B visas for skilled foreign 
workers and green cards, which are 
permanent work permits. 

Accounting standards: Mary 
Schapiro’s replacement as head of  
the SEC may be more willing to push 
for US convergence with IFRS rules. 

             *THE MAIN EFFECTS

If  Obama fails to win support in 
Congress for this kind of  tax, he will 
likely try to achieve the same outcome 
by pushing tougher air regulations 
through the Environmental Protection 
Agency, the nation’s watchdog. That 
helps explain why shares in Peabody 
Energy fell close to 10% the day after 
Obama’s re-election, wiping $720m off  
the value of  the company. 

Obama also proposed immigration 
reform. ‘This is one area where Obama 
will very likely make progress and 
that’s great news for businesses,’ 
says Mark Zandi, chief  economist at 
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H
e displays a tough streak in 
combating fraud, corruption 
and government waste but a 
mellower side in his public 

service ethic and support for his 
country’s pursuit of happiness. Meet 
Jigmi Rinzin FCCA, an accountant 
and member of parliament closely 
associated with the economic and 
democratic transition of Bhutan.

His 17-year career has seen him 
working for the country’s Royal Audit 
Authority (RAA), Bhutan’s first national 
newspaper and its Anti-Corruption 
Commission (ACC). Now he reviews 
legislation in the upper house of  its 
parliament. Sitting on parliament’s 
Public Accounts Committee, he is in 
his element. ‘From high-school days, 
I have had a passion for studying 
accountancy and subjects that would 
entail calculations and drawing 
estimates of  figures,’ he says.

Joining RAA in 1995, he became 
assistant chief  auditor of  its 
corporations and financial institutions 
division (CFID) in 2000, auditing 
Bhutan’s foreign reserves and changing 
how it invested them. 

‘Between 1997 and 2000, Bhutan’s 
reserves were depleting as gold 
prices had gone down,’ he recalls. 
‘We recommended ways to have safe 
investments, ensure liquidity and also 
have returns.’ In the current global 
crisis, Bhutan has been shielded by its 
safer and more diverse investments.

Next came a two-year stint as 
general manager of  Bhutan’s Kuensel 
Corporation, by then autonomous from 
government. Rinzin created a profitable 
business whose newspaper title, 
Kuensel, remains Bhutan’s largest and 
most profitable.

Returning to RAA in 2004 as 
chief  auditor of  CFID and chair of  
RAA’s audit committee, he oversaw 
the auditing of  government-owned 
corporations and financial institutions, 
the review of  audit firm applications 
for empanelment, and the audit of  
donor-funded development projects run 
by government agencies.

He represented Bhutan in the 
International Association of  Supreme 
Audit Institutions (INTOSAI) and 
promoted good governance, 
accountability and transparency 
in public sector and financial 
management.

‘Today’s company management 
practices are more advanced than back 
then, so I had to spread awareness 
of  the Companies Act as well as 
management practices with CEOs 
and MDs of  corporate and private 
companies,’ says Rinzin.

He represented RAA in selecting 
senior management such as CFOs of  
government-owned corporations and 
helped revise civil service rules. In 
2005, he helped establish business 
courses for Gaeddu College of  
Business Studies at Gedu, Bhutan’s 
first such college.

2006 found him in charge of  
investigations at the newly established 
ACC, fighting mounting corruption at 
some personal risk. He says that as 
chief  investigative officer for ACC, he 
was repeatedly threatened verbally. 

Until the mid-2000s, fraud and 
corruption were mostly uncomplicated: 
excess payments, embezzlement, 
non-payment, fictitious payment of  
bills and invoices to ghost business 
partners. ‘Today, I’m afraid, the nature 
of  observations reported by RAA 

HIGH ACHIEVER
Jigmi Rinzin FCCA talks about his roles in fostering good audit and accounting practice 
in the land of happiness – the tiny Himalayan kingdom of Bhutan – and throughout Asia

The basics
BHUTAN 
This Himalayan minnow – the 
country is the size of Switzerland 
and nestles between the giants of 
India and China – has undergone 
tremendous changes in the past 15 
years. It opened up to TV and the 
internet in 1999 and introduced 
parliamentary democracy in 2008. 

There has also been an explosion 
in economic activity – in 2011 the 
country grew by 11.3% – so financial 
services, auditing and accounting 
are playing increasingly important 
roles. Bhutan is in urgent need 
of  professional accountants – it 
has just 28 qualified professional 
accountants, including 11 ACCA 
fellows, all in the public sector. 

‘Twenty-eight qualified 
accountants in an economy with a 
GDP of  US$1.29bn in 2011 and 
growing at more than 11% is highly 
disproportionate,’ says Jigmi Rinzin. 
Growth is expected to average 10.6% 
till 2013.
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and ACC has changed,’ he says. The 
scams now are big-time: kickbacks for 
government procurement of  medical 
equipment and drugs from India, and 
corruption in the now closed national 
lottery. ‘The reach and nexus of  parties 
involved in corruption have gone 
beyond our borders,’ he adds.

More positively, awareness of  
corruption has grown with democracy. 
Oversight agencies, MPs and the 
media have played a part in this. Back 
in 2008, though, the unique work 
pressure and his interest in public 
service saw him resign from ACC to 
embrace politics. Elected with ease, he 
assumed parliamentary responsibilities 
for accounting, auditing and finance.

His reputation spread. He became 
founding secretary general of  the 
Asia Regional Association of  Public 
Accounts Committees (ARAPAC) in 
2010 and still fills that role. He helped 
draft and finish the RAA financial 
audit manual in 2009 and deliver CPD 
programmes.

He sees more challenges for the 
profession, the biggest being skills 
shortages. ‘I don’t mean we have 
shortages in public sector auditing, 
as our RAA, which was established 
in the early 1970s, is on a par with 
any other supreme audit institutions 
internationally,’ he says. RAA conducts 
risk-based auditing and theme-based 
performance auditing, going beyond 
traditional compliance and rule-based 
auditing. It is an active participant in 
international public sector auditing 

financial statements and the audit 
of  non-governmental, civil society 
and religious organisations should be 
outsourced.

In a small country, any oversight 
agency knows it may be accused 
of  offending and hurting people. 
Rinzin says the key was not to allow 
RAA auditors or accountants any 
discretionary powers. He believes this 
has been achieved among RAA auditors 
through rules, volumes of  manuals 
and guidelines, procedures, and 
some 16 codes of  good conduct that 
dictate a strict, stepwise adherence to 
procedures.

‘Similarly, the certification and 
financial audits of  our business houses 
are guided by a host of  procedures 
required by the Companies Act and will 
also be guided by AASBB rules, norms 
and standards.’

The private sector is small but offers 
many opportunities for the profession, 
says Rinzin. ‘We have 272 registered 
companies including 20 listed 
companies, most of  which use foreign 
auditing and accounting services.’

Bhutan liberalised foreign direct 
investment policy in 2010, allowing 
greater foreign ownership and in more 
areas. It has since seen a stream of  
foreign companies move in to the 

forums organised by INTOSAI and the 
Asian Organization of  Supreme Audit 
Institutions (ASOSAI).

‘Conversely, we are way behind in 
the financial auditing of  our business 
houses and commercial accounting 
practice,’ he says. ‘Except for one audit 
firm – Drami Associates – which was 
set up recently, nobody is practising 
statutory commercial auditing.’

Bhutan has only a few, low-profile 
licensed firms run by middle-qualified 
accountants offering basic services 
such as final accounts and filing tax 
returns. This is aggravated by a lack 
of  institutional infrastructure, though 
change is afoot. 

The Accounting and Auditing 
Standards Board of  Bhutan (AASBB) 
was set up in 2010. AASBB has 
initiated the drafting of  a Bhutan 
Institute of  Chartered Accountants 
(BICA) Bill, published uniform 
Bhutanese accounting standards, 
and plans professional accountancy 
courses over the next three years.

Drawing on his experiences, Rinzin 
says similar countries should also 
build institutional infrastructure to 
encourage the growth of  audit and 
accounting. He has suggested to the 
RAA that the certification audit of  
donor-funded development projects’ 

‘GROSS NATIONAL HAPPINESS IS COMPATIBLE WITH 
ANY DISCIPLINE OR THEORY. IT’S A MATTER OF JUST 
DRAWING SOME LOGICAL ALIGNMENT’
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The tips
*If you are an employee, pick an 
industry you are comfortable with – 
there is plenty of choice.

*If  you are an employer, you 
can go for audit practice or general 
consultancy, or even a hybrid of  
audit and other services. There is an 
ocean of  opportunity for all-round 
professional consultancy firms.

*If  you are non-Bhutanese, learn 
the culture in your new workplace.

*To start an audit practice, a 
qualified Bhutanese accountant 
should approach the Royal Audit 
Authority for inclusion on the list 
of  professional audit firms and the 
Ministry of  Economic Affairs for a 
business licence. 

*If  you are a non-Bhutanese 
starting an audit firm, look for a 
Bhutanese professionally qualified 
accountant as a partner. Bhutan’s 
FDI laws allow 74% foreign 
investment with the minimum project 
size being US$250,000. There is 
scope for four to five more good 
audit firms.

country, which lies close to India and 
China. ‘By virtue of  proximity to these 
fast-growing economies, the benefits 
from them are bound to spill over 
to Bhutan. I see tremendous scope 
for our burgeoning accounting and 
auditing profession.’

Inward investors come to a land 
where the pursuit of  happiness is an 
official policy goal. All government 
policies and projects are evaluated 
as to their effect on gross national 
happiness (GNH). 

The complex GNH auditing system 
rests on sustainable and equitable 
socio-economic development, 
preservation and promotion of  
culture, conservation and sustainable 
environment management, and good 
governance. Policies must pass GNH 
audits. Critics say the process is too 
lengthy, bureaucratic and conservative. 
‘GNH is a noble philosophy which 
is compatible with any discipline or 
theory. It’s a matter of  just drawing 
some logical alignment,’ Rinzin says in 
its defence.

‘Take good governance, which 
can be conveniently aligned with 
accounting and auditing themes. 
I would tend to understand good 
governance under four sub-points: 
efficiency, accountability, transparency 
and professionalism. Public sector 
auditing conducted by RAA takes care 
of  these four components of  the good 
governance principle.’

He believes the same values and 
principles can extend to corporate 

The CV
CURRENTLY

Secretary general of ARAPAC, 
MP in National Council of Bhutan 
(NCB), chairman of Public Accounts 
Committee and Parliamentary 
Entitlements Committee, member of 
Economics Affairs Committee.

2008-09
Member of  NCB’s Good Governance 
Committee.

2006-07
Head of  investigation division, Anti-
Corruption Commission. 

2004-06
Chief  of  corporations and financial 
institutions division at the Royal 
Audit Authority (RAA), Bhutan, and 
chairman of  audit committee. 

2003-05
Reference Panel member from 
Bhutan on INTOSAI auditing 
standards committee working group 
on financial audit guidelines. 

2002-03
General manager, Kuensel 
Corporation.

2001-02
Assistant chief  auditor, corporations 
and financial institutions, RAA. 

1998-2000
Student of  ACCA  on scholarship 
with Emile Woolf  College of  
Accountancy and FTC, London.

1996-98
Senior auditor, RAA.

1995-96
Trainee officer, RAA.

auditing. The Companies Act 2000 
requires both the company and its 
auditor to fulfil mandates geared 
towards good corporate governance.

‘The principles and values of  GNH 
reinforce the accounting and auditing 
processes and the achievement 
of  final outcomes – that is, good 
governance – through accountability 
and transparency,’ says Rinzin.

Tenzing Lamsang, journalist based in 
Bhutan
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The accounting and reporting requirements for listed companies in China 
have evolved hugely. However, as Zhou Qinye, former executive vice president 
of the Shanghai Stock Exchange, explained, there is still a need to do more to 
enhance transparency and disclosure.

Zhou identified the key requirements for this ‘transparency revolution’: 
the creation of  a healthy information disclosure culture; the building of  ‘a 
sophisticated information disclosure system and relevant rules’, with a shift 
towards principles rather than provisions; and a set of  best practices for 
information disclosure.

He then outlined five steps China needs to take to achieve 
these requirements. First, actively promote information 
disclosure. Next, develop the Management Discussion and 
Analysis Disclosure Guidelines to encourage management’s 
disclosure of  risks, uncertainties, forward-looking 
information, business plans and trends. Third, for impartial 
institutions to help build a complete information disclosure 
rating system, and he encouraged the press and public to 
play a supervisory role in relation to corporate reporting. 
The fifth step was to ‘increase penalties for illegal behaviour 
regarding information disclosure’, including false and 
misleading statements and untimely disclosure. 

    *CHINA’S TRANSPARENCY REVOLUTION

T
he International Accounting 
Standards Board (IASB) is 
no longer threatened by US 
reticence about adopting 

International Financial Reporting 
Standards (IFRS), but is concerned 
about the increasing divergence 
between IFRS and US GAAP. This 
was the view of IASB chairman Hans 
Hoogervorst, when speaking at ACCA’s 
International Assembly 2012.

Hoogervorst noted that the spread of  
IFRS in the last decade has been ‘truly 

HOOGERVORST  
REACHES OUT
Disappointed but unbowed by US reluctance on IFRS, IASB chairman Hans Hoogervorst 
explains how the board is attracting more input from emerging economies

phenomenal’. Around three-quarters 
of  G20 countries have already adopted 
or are on the verge of  adopting IFRS. 
Similarly, many emerging economies 
have also adopted or are in the process 
of  doing so, although a few countries 
‘still need to take a first or last step’. 
China’s standards, for example, though 
closely aligned with IFRS, are not 
exactly the same. The biggest question 
mark, however, hangs over the US. The 
Securities and Exchange Commission’s 
failure in 2012 to take any decision 

on its approach to IFRS was ‘a 
big disappointment’, Hoogervorst 
admitted, referring to the SEC’s July 
2012 paper listing possible problems 
for the US arising from IFRS adoption.

The IASB has subsequently analysed 
all these possible obstacles, comparing 
them with the challenges faced and 
overcome by other countries that 
have already adopted IFRS. ‘Our 
conclusion,’ Hoogervorst told delegates 
at the London event in November, ‘was 
that there was nothing that countries 
like Brazil, Malaysia or Argentina could 
do that the US – as a “can do” country 
– cannot.’ That said, giving up its rules-
based system for IFRS would be hard 
for the US, Hoogervorst admitted.

Regardless of  any future US decision, 
Hoogervorst said countries that have 
adopted IFRS show few signs of  
second thoughts. ‘They have done 
the conversion and the work; they 
see the benefits of  an internationally 
recognised language. Five years ago, it 
[lack of  US adoption] might have led to 
a disintegration of  the whole project. 
I am not worried about that now. But I 
am worried that the US finds it so hard 
to make a decision and that it might 
lead to growing divergence between 
IFRS and US GAAP. If  we do not see any 
sort of  tangible step towards IFRS in 
the near future, there is a danger we will 
drift apart.’ Already Hoogervorst senses 
a change in the attitude of  US standard-
setter the Financial Accounting 
Standards Board (FASB), with talk now 
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Lorraine Holleway FCCA, chair of ACCA’s Global Forum for Corporate Reporting 
and head of financial reporting at Qatar Shell, highlighted the importance of 
standards that enable markets to make meaningful comparisons of corporate 
performance across national borders. ‘ACCA has always championed the cause 
of setting strong and credible technical standards in accountancy and audit,’ 
she said. ‘We at ACCA will continue to be a constructive partner to the IASB 
in its efforts to achieve a framework that all companies and markets can buy 
into. In particular, we will support the IASB in its efforts to achieve a definitive 
agreement on the status of IFRS with the US authorities.’

Holleway suggested that progress was also needed 
in relation to the degree of  coordination in the current 
standard-setting frameworks for accounting, external 
and internal audit, and corporate governance. Individual 
standard setters justifiably had their own priorities, but the 
individual disciplines did not exist independently – they did 
impact each other. She said: ‘The whole standard-setting 
process, and all the stakeholders who are interested 
in it, could benefit from the standard-setting bodies 
coming together to create a common vision’ – a shared 
understanding of  what their various processes are  
trying to achieve.

  *FORUM CHAIR IN COORDINATION PLEA

only of  ‘greater comparability in global 
standards’, as opposed to ‘a single set 
of  global standards’.

Nevertheless, the reasons for 
the spread of  IFRS are ‘logical’, 
Hoogervorst said. ‘Institutional 
investors no longer invest [only] in 
their own country, they invest around 
the world. Investors need to trust the 
numbers. That’s why we need one 
[accounting] language.’ Similarly, 
multinational companies want to 
eliminate the burden of  multiple 
local reporting requirements, while 
securities regulators also ‘want a 
level playing field around the world’, 
Hoogervorst said.

Global reach
Given the global reach of  IFRS, the 
IASB itself  needs to be a global 
organisation, Hoogervorst said. It 
has therefore set up an Emerging 
Economies Group as ‘an informal 
forum to learn about the challenges 
that especially emerging economies 
can face when applying certain aspects 
of  IFRS’. The IASB’s constitution 
has also been amended to be more 
inclusive of  its broad range of  
stakeholders, and the board now 
contains members from China, Korea, 
India and Africa. A new Accounting 
Standards Advisory Forum is also being 
set up, consisting of  national standard 
setters and regional groupings. ‘We will 
try to get input from all over the world,’ 
Hoogervorst said.

One ongoing challenge, Hoogervorst 
noted, was to gain input from 
investors. ‘They are the people we are 
doing all the work for, but they are hard 
to find… We need to find a new way to 
approach them,’ he said.

Looking to the future, the IASB will 
be trying to complete the four 
remaining convergence projects on 
revenue recognition, leases, financial 
instruments and insurance. It will also, 
in line with constituents’ requests, 
focus on its principles and the 
conceptual framework. ‘We are going to 
go back to our roots and going to think 
about the main principles of  
accounting,’ Hoogervorst said.

Sarah Perrin, journalist
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Comment32

2012 was a tough year for US 
corporate accountants. With heads 
down, eyes focused on managing 
risk, and more often than not buried 
in compliance and tax issues, there 
was little room for strategic growth 
for the finance C-suite. While most 
CFOs would claim their role is to 
be a true business partner and a 
critical forward-looking thinker on 
the C-level team, last year was full of 
distractions.  

First, the US Financial Accounting 
Standards Board (FASB) issued up 
to 15 new exposure drafts (13 at the 
time of  this writing) and seven freshly 
inked new standards. CFOs were also 
anxiously awaiting the final revisions 
to several big memorandum of  
understanding projects with 
the FASB and International 
Accounting Standards 
Board (IASB) – on financial 
instruments, impairment, 
hedge accounting, 
accounting for macro 
hedging, leases, and, last 
but not least, revenue 
recognition. Many finance 
folks were busy figuring out 
exactly what the proposals 
would mean for them.

Also on the standards 
agenda, the FASB and 
the newly formed Private 
Company Council (PCC) 
proposed a new, simplified 
framework for modifying US 
GAAP for private companies. 
There was much debate on 
whether what many are calling a 
two-GAAP system would ultimately 
be good for corporate America as 
a whole. That argument continues. 

Also in 2012, the coming of  
International Financial Reporting 
Standards (IFRS) was again a 
source of  confusion for public 

The big picture fades
[2012 brought CFOs in the US so much to get to grips with on fi nancial standards and mandatory auditor 

rotation that precious little headspace was left for strategic direction of business, says Ramona Dzinkowski

company CFOs who would have liked 
some direction one way or another. An 
announcement regarding adoption (or 
not) was expected at the end of  2011, 
and again in 2012… but none was 
forthcoming. This has angered many 

US finance chiefs who would like a 
heads-up for their planning cycle and 
have already started going down the 
IFRS adoption path. 

Against the backdrop of  a fairly 
heavy accounting standards agenda 
came the threat of  mandatory auditor 
rotation in the US, which many CFOs 
say would make their life much more 
complicated, not to mention expensive. 
The Public Company Accounting 
Oversight Board is now deliberating 
on what, if  anything, it is going to do 
about changing the rules on mandatory 
auditor rotation in 2013. Currently, 
most votes are in the nay camp. 

At the same time, COSO – 
the Committee of  Sponsoring 
Organizations of  the Treadway 

Commission – released a significant 
update to its original risk 
management framework, which 
many SOX 404 filers have adopted. 
The new model has been criticised 
for being prohibitively large 
for all but the bigger public 
companies with the resources 
to adopt it. COSO is revising 
the document; the hope is 
that the new framework will 
be ready for CFOs to start 
implementing in 2013. 
So what does it all 

foreshadow for the role of  the 
CFO this year and beyond? More 

of  the same, says a recent ACCA/
IMA study released in October 
2012. CFOs, predicts the study, will 
continue to be challenged by the 
tug of  war between their role as 
senior strategist and business 
partner and the ever increasing 

demands of  greater compliance, 
control and regulatory complexity. 

Ramona Dzinkowski is an 
economist and business 
journalist
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Truly international standards

[The growth of Islamic finance brings a need 
for harmonising its standards with those of 
IFRS, says ACCA president Barry Cooper

I would like to take this opportunity to wish you all 
a very happy 2013. Wherever you work, I hope your 
organisation is meeting the challenges that the 
current economic conditions present. I know that 
your skills and expertise have never been in so much 
demand and that organisations put a high price on 
the value that you bring to them.

Towards the end of  last year, I was delighted 
to take part in ACCA’s International Assembly. We 
heard from some outstanding speakers and looked 
at a number of  key issues, including the progress 
being made on globalisation of  standards and the 
increasing role played by emerging economies in 
the standard setting process.

These discussions chimed with a report, Global 
alignment, produced by ACCA and KPMG which 
called for consistency and harmonisation in the way 
in which Islamic financial institutions report, and 
for the International Accounting Standards Board 
(IASB) and the Islamic finance industry to work 
together to develop guidance and standards, and to 
educate the investor community on key issues.

It also suggested the IASB consider issuing guidance 
on the application of  International Financial Reporting 
Standards (IFRS) when accounting for certain Islamic 
financial products; that it review the needs of  report 
users with leading Islamic finance standard setters and 
regulators; and that Islamic financial institutions should 
form an expert advisory group to help develop standards.

There have already been signs of  progress. IASB 
chairman Hans Hoogervorst told the International 
Assembly that the IASB was considering establishing an 
Islamic finance advisory committee. 

This is an excellent start but, given the growing 
importance of  Islamic finance, everyone involved in the 
sector needs to work to ensure that the sector operates 
to consistent and harmonised standards.

Professor Barry J Cooper is head of the 
School of Accounting, Economics and 
Finance at Deakin University, 
Australia 

Global alignment is at 
www.accaglobal.com/
corporate
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Ontario, Canada

Q What are the main challenges 
facing today’s audit profession? 
A There’s greater pressure on 
companies to demonstrate 
the strength of  their financial 
position. It’s vital for auditors 
to be vigilant, minimise 
risk and act responsibly, so 
that trust is maintained. I 
believe that most people in 
the business community 

regard auditors as instrumental in upholding the 
principles of  good governance.

Q What are the key personal characteristics when 
attracting new talent into business and finance?
A A passion for work, perseverance and the 
enthusiasm to keep learning have always been 
traits for success. Today, the ability to manage 
pressure is becoming significant. My Big Four 
training (at KPMG) was challenging and enriching, 
and the competencies I developed – planning and 
prioritising, taking ownership for meeting deadlines, 
building relationships and working in teams – are 
just as useful now, if  more instinctively deployed.

Q Which figures in the public eye set good 
examples for business professionals?
A Richard Branson is admired throughout the 
corporate world not just for his success but his 
contribution to the business community, sharing 
his experiences and learning, and perfect balance 
in his personal and professional life. I’d also add 
Felix Baumgartner, the skydiver who jumped from 
a balloon in the stratosphere last October – he 
exemplifies enduring dedication and commitment.

Q How do you achieve a good work-life balance?
A Effective time management is also important 
outside of  work. I love playing cricket, and reading 
spiritual books is an important part of  my life, as 
is spending time with family.

FIRM FACTS
KRESTON INTERNATIONAL
Global presence: 13th largest global accounting 
network with 20,000 staff  in 94 countries
Middle East: Jordan, Kuwait, Lebanon, Oman, 
Qatar, Saudi Arabia, UAE

PwC OPENS MYANMAR OFFICE
PwC has opened an office in 
Myanmar – previously known as 
Burma – to coincide with a big 
improvement in the country’s 
relationship with the international 
community. The office is in Yangon – 
formerly known as Rangoon –  
which was the country’s capital  
until 2005 and remains the largest 
city in Myanmar. 

Yeoh Oon Jin, PwC Singapore’s 
executive chairman designate, said: 
‘PwC’s return to Yangon is our vote 
of  confidence in the reforms that 
we have witnessed in the past year 
and our commitment to the people 
of  Myanmar. Since the opening up 
of  its economy at the beginning 
of  this year, we have seen growing 
interest from both Asian and Western 
corporations, and we expect an 
increasing stream of  foreign direct 
investment in the years to come.’ 

PwC now operates in nine 
countries in South East Asia. 

KPMG EXPANDS IN CANADA
KPMG has made a series of  
acquisitions to expand its Canadian 
business. The 25-member firm of  
Cox Merritt & Co has joined KPMG 
Enterprise. Cox Merritt is based in 
Kanata, Ontario, and advises a range of  
companies, not-for-profit organisations 
and individuals in the area. 

A second acquired business, 
Cochrane & Associates, specialises in 
providing professional services to the 
agricultural sector in western Canada.  
It also joins KPMG Enterprise.  

The third acquisition is by KPMG Law, 
which has taken over the immigration 
practice of  Greenberg Turner. 

The view from: 
Saudi Arabia: Amjad Kalib ACCA, 
audit manager, Kreston International
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Saluting China’s progress
China’s accountancy profession is playing a key role in supporting economic growth in the 
country and globally, writes Geoff Barnes, CEO and president of Baker Tilly International 

Practice

The accountancy profession in 
China has been under the spotlight 
in recent months but the focus of 
that light has been too narrow, 
highlighting only the challenges and 
failing to give adequate recognition 
to the tremendous progress that 
has been made. It is easy to find 
fault, but equally easy to forget the 
astonishing pace of transformation 
the country has undergone in the last 
two decades and how the profession 
has responded.

Against this backdrop, the 
provision of  high-quality financial 
reporting is vital in delivering the 
accountability and transparency that 
underpin the confidence of  investors 
and the efficient functioning of  the 
capital markets. This is a fact of  
which the Chinese authorities are 

very aware; measures have been 
introduced over an extended period to 
deliver this.

Since 2005, the Chinese Institute 
of  Certified Public Accountants 
(CICPA) has taken a number of  steps 
to ensure that the profession can 
better service the rapidly growing 
Chinese economy. Most significantly, 
it has made positive progress towards 
converging Chinese Accounting 
Standards with International Financial 
Reporting Standards. This is helping 
Chinese accountancy firms to meet 
international requirements, and 
boosting the international development 
of  Chinese companies.

In other areas it has established 
auditing standards and codes 
of  ethics that are equivalent to 
those of  Hong Kong, and an audit 

supervision system that is equivalent 
to the European Union’s (EU). It has 
encouraged accountancy firms to 
become limited liability partnerships 
(LLPs), helped strengthen accountancy 
firms’ governance mechanisms, and 
promoted the expansion of  services 
from traditional auditing to the tax and 
consulting areas. 

However, it would be naïve to think 
that the expansion of  China’s economy 
and the internationalisation of  
enterprises has been all plain sailing.

Combating fraud
In particular, the controversial issue 
of  information disclosure by US-listed 
Chinese enterprises has been attracting 
attention. Over the past year or so, 
serious alleged financial frauds and 
attendant accounting problems have 
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Flying the flag: with accounting 
regulations becoming increasingly 
synchronised internationally, 
China’s accountancy profession is 
getting ready to go global

been disclosed involving a number 
of  China-based companies whose 
securities are registered outside of  
China, particularly in the US, Singapore 
and, to a lesser extent, Europe.

During this time, 67 China-based 
issuers have had their auditors resign 
and 126 companies have either been 
delisted from US exchanges or have 
stopped filing regular reports with 
the US Securities and Exchange 
Commission. There have been 
significant losses in terms of  both 
market capitalisation and investor 
confidence, which has understandably 
generated concern among all 
stakeholders in the capital markets, 
including regulators.

The US Public Company Accounting 
Oversight Board (PCAOB) is obliged 
under US law to conduct periodic 
inspections of  the auditors of  all 
companies listed on US exchanges. 
However, under Chinese law, it is 
illegal to remove audit work papers 
from the country and Chinese 
authorities do not allow non-Chinese 
regulators to conduct inspections 
in China, a position that has its 
foundation in concerns over sovereignty 
and the potential disclosure of  
sensitive economic and commercial 
information, especially in the case of  
the audits of  some of  its large state-
owned enterprises.

This presents something of  a 
conundrum for auditors, who may 
find themselves stuck between the 
requirements of  US regulation and 
Chinese law, as has been shown 
recently in a number of  high-profile 
cases. However, all participants in the 
capital markets should be significantly 
encouraged with developments 
last year when the PCAOB reached 
a tentative accord with Chinese 
authorities to allow US accounting 
inspectors to observe audit activities 
in China. Although described by 
PCAOB officials as a trust-building 

exercise between regulators – not a 
substitute for a PCAOB inspection 
– the agreement will lead to further 
co-operation and should serve as the 
first step towards granting US officials 
access to audit papers for companies 
based in China.

Global harmonisation
In today’s complex and interconnected 
world, this issue underlines the need 
for a synchronized global regulatory 
environment. Once again, however, it 
is easy to overlook just how far and 
how fast the profession has developed 
in this regard – not just in China 
but around the world. Independent 
regulation and cross-border co-
operation is a new phenomenon even 
in developed markets and yet to be 
universally embraced.

The PCAOB was created by the 
US Congress in 2002 – just over a 
decade ago. It was a landmark for the 
profession; it was the first time it was 
subject to independent rather than self-
regulation and at that point the US was 
essentially alone in the world in having 
such a system of  oversight. 

Initially, the PCAOB was seen 
by many as an effort to address 
something that was strictly an 
American problem. However, shortly 
afterwards, a series of  major 
accounting failures were uncovered 
at non-US companies, such as 
Parmalat, Ahold and China Aviation Oil 
(Singapore). As a result, many other 
countries began to adopt independent 
audit supervisory regimes. 

Today, just a decade on, most 
advanced or emerging market countries 
have an independent audit regulator, 
although co-operation between them 
is not always easily achieved. Although 
the PCAOB is currently prevented from 
carrying out inspections in China, this 
is by no means the only country where 
this is the case. 

In certain European countries, for 
example, there are also obstacles 
to inspection, primarily centering 
around the requirement to satisfy the 
individual country’s data protection 
requirements under EU law. As in 
China, these are complex issues that 
take time to resolve. Progress is being 
made, however, and the PCAOB now 
has co-operation agreements with 
several EU regulators while it continues 
to negotiate with others. 

The reason why the issue with those 
countries attracts so little attention 
in comparison is partly due to the 
importance of  China to the global 
economy, as well as the high number 
of  Chinese enterprises listed overseas 
– nearly 5% of  audit firms registered 
with the PCAOB are based either in 
Hong Kong or China, comprising the 
largest group of  non-US firms. This fact 
is not lost on the Chinese authorities, 
who are clearly taking the matter 
seriously and are determined to achieve 
the right outcome for all stakeholders, 
as has been demonstrated by their 
ongoing commitment to dialogue 
and the positive step forward in 

IT IS EASY TO OVERLOOK 
JUST HOW FAR THE  
PROFESSION HAS 
DEVELOPED – NOT  
JUST IN CHINA 
BUT AROUND  
THE WORLD
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Talent pool (left): as undergraduates crowd 
a job fair in Shanghai, the demand for 
Chinese accountancy professionals with 
an international outlook is set to grow

Practice

agreeing to allow American accounting 
inspectors to observe audit activities 
in China. 

It is in everyone’s interests to reach 
a satisfactory resolution. The US prides 
itself  on the fact that it has become 
the stock market for the world. Having 
Chinese companies delist or choose to 
raise finance elsewhere diminishes that 
position. Likewise, there is no benefit 
for large and fast-growing Chinese 
companies having restricted access to 
US markets as this will likely lead to a 
slowdown in growth. 

Improved regulation
Achieving scale in domestic audit firms 
with a depth of  expertise to audit the 
country’s huge state-owned enterprises 
and rapid growth businesses is another 
ambition of  the Chinese government.

This is not new. Back in 2009 
Chinese firm ShineWing acquired an 
Australian public accountancy firm 
– a move driven by a major Chinese 
industrial and resources company 
that was establishing a presence in 
Australia but preferred to work with a 
Chinese-owned audit firm. This sent 
a real message to the accountancy 
industry about China’s intent.

This message was reinforced by 
recent regulation, which mandates that 
audit firms in China are comprised of  

a minimum of  60% of  CICPA-qualified 
partners qualified by 2014, rising to 
80% by 2017. 

This is a positive step forward 
that will bring China into line with 
global norms. After all, most other 
countries already expect accountancy 
firms to be run by local partners. 
Singapore’s accountancy industry 
went through similar changes in the 
1980s, as did Hong Kong’s in the 
late 1990s.

The new regulation will encourage 
domestic firms to speed up the 
cultivation of  talented Chinese 
professionals with the international 
vision, skills and experience that the 
market expects. It will help establish 
a level playing field for domestic 
firms and bring greater balance 
to the market, boosting auditor 
independence and audit quality. 
And it will go some way towards 

avoiding the challenge of  audit market 
concentration that has been seen in 
some developed markets.

A bright future 
The accountancy profession in China 
is on an accelerated upward trajectory. 
It is not unrealistic to expect a number 
of  Chinese LLPs to be challenging the 
dominance of  established international 
competitors in the near future. Many 
have already enhanced their ability 
to compete with their global peers by 
poaching their top talent, and there 
is now in reality very little difference 
between local and international firms 
in terms of  skills and professionalism. 
The main thing Chinese firms still 
lag behind on is brand image but 
this will change as their businesses 
expand globally.

The profession as a whole should 
recognise and salute China’s progress 
and play its part in helping to resolve 
the challenges that remain. The rise of  
the Chinese accountancy profession 
is inexorable – the only questions that 
remain are around how fast and how far.

Geoff Barnes is chief executive 
officer and president of Baker Tilly 
International, the world’s eighth largest 
network of independent accounting and 
business advisory firms

Gold standard (above): new regulations 
will ensure that the Chinese accountancy 
profession operates in line with 
international expectations 
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London black cab

Q In what ways does your work 
support the business?
A I analyse the performance 
of  existing projects and 
evaluate potential new 
opportunities. I work closely 
with senior colleagues 
heading up production and 
engineering teams, helping 
them to get projects up and 
running, keeping tabs on their 

viability and bringing them in on time and within 
budget. I translate ‘accounting-speak’ into readily 
understood terminology for those on the front line.

Q What career advice would you give newly 
qualified finance professionals? 
A Seek out an operational finance role, and try to 
position yourself  alongside good role models or 
decision-makers. Immerse yourself  in the business 
and in the wider industry; only by learning about 
key drivers can you act in an effective business-
partner capacity. 

Q What distinguishes the best finance talent? 
A I like people who can articulate why they’ve 
made the choices that have led them to where 
they are today, as well as what appeals to them 
about a specific job and what they want to gain 
in return. Financial reward is of  course important 
but the most talented people also want to continue 
pushing themselves. 

Q Which people in business do you admire?
A Bill Gates; I like that he chose to start dividing 
his time, resources and talent between corporate 
work and philanthropy. I also have great respect 
for Kevin O’Leary, one of  Canada’s most successful 
entrepreneurs, and Murray Edwards, businessman 
and owner of  the Calgary Flames hockey team.

FAST FACTS
Business: Energy exploration and extraction
Headquarters: Calgary, Alberta
Turnover: US$8.5bn (2011)
Operational locations: Nova Scotia, Alberta, British 
Columbia, Texas, Wyoming, Colorado, Louisiana
Workforce: 4,300

MUDDY WATERS ON ATTACK 
Researchers and specialist short 
sellers Muddy Waters has launched 
its latest attack on the accounting 
and management practices of  a 
large Asian company. Muddy Waters 
claims that Olam International, 
headquartered in Singapore, has 
paid too much for low-value assets 
in an acquisition strategy ‘marred 
by incompetence and perhaps 
significant misconduct’. It adds: 
‘We can conceive of  two possible 
interpretations of  its accounting 
track record – either its accounting 
functions are blithely incompetent; 
or, there could be malfeasance.’ Olam 
is given only a liquidation valuation 
by Muddy Waters. Olam strongly 
disputes the comments and claims 
made by Muddy Waters. It has 
responded by commencing a libel 
action in respect of  Muddy Waters’ 
allegations. In a statement the 
company said: ‘Olam International 
Limited has initiated legal action in 
the High Court of  Singapore against 
both Muddy Waters LLC and [its 
research director] Carson Block.’

LONDON TAXIS GROUNDED
Accounting failures have led to London 
cab maker Manganese Bronze going 
into administration. It had reported 
losses for four years, reflecting weak 
UK sales, supply chain problems and 
high warranty costs. A steering fault 
led to the recall of  400 vehicles, the 
suspension of  sales and a cashflow 
crisis. The discovery of  material 
accounting errors led in September to 
the adjustment of  the 2011 accounts, 
increasing previously reported 
operating losses by £4.25m to £4.7m. 

The view from: 
Canada: Mark Beselt FCCA, 
financial business analyst, Encana, 
Calgary, Alberta
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‘CHARITY AND THE IDEA OF GIVING SOMETHING 
BACK WAS VERY MUCH MISSING AT AN INDIVIDUAL
AND CORPORATE LEVEL UP UNTIL THE 1990s’

The public and political response to 
the corporate scandals of the early 
2000s and the behaviour of the banks 
during the financial crisis in 2008 has 
brought an unprecedented level of 
scrutiny to the relationship between 
companies and the societies they 
operate in. 

That relationship is highlighted most 
clearly in the field of  corporate social 
responsibility (CSR). In the former 
communist countries of  central and 
eastern Europe (CEE), business 
practices are increasingly 
indistinguishable from those of  their 
Western counterparts. When it comes 
to CSR, however, notable differences 
remain between them. 

CSR – also known as corporate 
citizenship, responsible business and 
sustainable responsible business – has 

many different definitions. Although it 
is most often associated with 
philanthropic activities, most 
definitions are broader than that. 

CSR is a form of  corporate self-
regulation, and its key features include 
doing business in a way that complies 
with the spirit of  the law, ethical 
principles and international norms. It 
is also about balancing shareholder 
interests against the needs of  the 
wider community and society, and 
being ‘a good citizen’. 

CSR as a term became widespread 
in the 1970s along with ‘stakeholders’, 

a word used by multinational 
businesses to describe those affected 
by their activities. Today, CSR is 
common across Western countries, 
although sector plays a part. 

By contrast, in central and 
eastern Europe, CSR is a relatively 
recent, phenomenon, emerging as a 
result of  the political transformations 
of  1989. During 40 years of  
communist rule in the region, 
state control was the only official 
ideology; the government took 
charge of  providing everything, and 
there was no independent voluntary 

Closing the CSR gap
Central and eastern Europe has been moving steadily 
closer to Western practice, with businesses large and small 
implementing corporate social responsibility programmes
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Charity concert in Kiev, Ukraine,  
held as part of Uefa’s European 
Championship in 2012

sector. The state did not encourage 
philanthropic activity because officially 
there was no poverty or need in 
communist countries. 

‘Charity and the idea of  giving 
something back was very much 
missing at both an individual and 
corporate level up until the 1990s,’ 
says Zoltán Bozsó, a Hungarian 
independent financial adviser and 
former board member at United Way 
Hungary, a voluntary organisation 
promoting and supporting civil society 
in that country.

Paradoxically, as democracy returned 
to central and eastern Europe in the 
early 1990s, civil societies emerged 
and opportunities opened up for the 
voluntary sector. CSR was very weak in 
the region, where it existed at all. An 
‘everyone for themself’ attitude 

developed in the first years of  the 
post-communist era, as companies 
and individuals concentrated on 
doing business and making profits, 
after a gap of  four decades. Business 
leaders in the region point out that 
companies and individuals preferred to 
focus on their own needs; helping 
others was not regarded by many as 
a priority.

But as the gaps between the haves 
and the have-nots widened as a result 
of  economic reforms in the early 
1990s, charities were formed across 
the region in response to the many 
needs, and businesses started 
supporting such organisations and 
helping them financially. 

Sending down roots
In the early years of  the new 
millennium, CSR took firmer root 
as companies began to see it as 
more important. Today, it includes 
everything from pro bono projects 
such as advising local NGOs on 
financial management, to employees 
doing volunteer work at charities, and 
donations to hospitals or schools. 

CSR in central and eastern Europe 
has been most widespread at large 
global firms, which have already been 
pursuing CSR policies in other 
countries. ‘CSR is obviously strongest 
at larger firms in Hungary, as is the 
case probably in other CEE countries, 
too,’ says Tammy Nagy-Stellini, 
managing director of  recruitment firm 
Hays Hungary, which has had a CSR 
programme since 2011. 

She adds that there is probably ‘no 
significant difference between Western 
and CEE countries’ when it comes to 
CSR programmes operated by 
multinationals. 

In the Czech Republic, multinationals 
also take the lead. ‘International 
companies are the benchmark for 
CSR,’ says Helena Liška, marketing 
and communications manager at audit 
firm Mazars Czech Republic, which has 
had a CSR programme since 2010.

Companies in the CEE set up CSR 
programmes for reasons similar to 
their counterparts elsewhere. ‘They 
wanted to help the communities and 
societies in which they operate, and did 

so from a sense of  responsibility to the 
world around them,’ says Nagy-Stellini. 
‘CSR also conveys a message about a 
company’s core values, both externally 
and to its employees.’ 

Bozsó adds: ‘Companies in the CEE 
use charitable giving for image 
building, and multinationals and local 
firms will follow corporate policies as 
they think that giving back is a sign of  
consideration for others.’

Legacy mindset
Yet old attitudes to charity and 
individual responsibility remain today. 
Thanks to the legacy of  communism 
in the region, the idea of  individual 
as opposed to state responsibility, 
remains strong. Tomáš Kimmer, a 
financial adviser in the Czech Republic, 
says: ‘Czechs and Slovaks had a 
negative attitude towards the state and 
collective organisations, and so now 
they are more focused on their own 
interests. This is slowly improving, but 
it will last for generations.’

Kimmer argues that the Czech tax 
system does not encourage 
philanthropy: ‘It allows companies to 
donate only 2% of  their gross profits. 
Anything above is non-deductible.’ 

Comparisons are often made with 
the US, whose philanthropy system is 
the model for many CSR organisations. 
‘But NGOs in the Czech Republic tend 
to forget that in the US – in strict 
contrast to the Czech system – you can 
directly allocate your taxes to a certain 
extent to a chosen organisation, and 
you are much less limited in your tax 
deductions,’ Liška points out. 

In terms of  CSR programmes at 
small and medium-sized enterprises in 
central and eastern Europe, the picture 
is more complex. Overall, they are less 
common, although more and more 
SMEs are implementing CSR 
programmes that are similar to those 
in larger firms. 

Nagy-Stellini describes the 
Hungarian situation as improving, with 
SMEs starting to catch up with 
multinationals in devising CSR 
programmes and policies. But she also 
notes: ‘How actively SMEs engage in 
CSR depends on several factors, such 
as industry/sector, the firm’s values, 
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‘THE BUSINESS STRATEGIES OF SMEs ARE OFTEN 
ROOTED IN THE PERSONAL VALUES OF THEIR 
FOUNDERS OR OWNERS’

Creation by Russian beauty salon chain 
Mone for a charity show in Moscow in aid 
of children suffering from leukemia

leadership styles and strategic 
preferences.’ In the Czech Republic, 
analysts note that the situation is 
improving, and smaller companies are 
becoming more involved in CSR.

On the other hand, some smaller 
businesses play down the CSR 
differences with large firms and say 
any disparities are merely in terms of  
labelling. Tomáš Jelínek, executive 
director at Prague-based PR agency 
Donath Burston Marsteller, says: ‘The 
terminology used by multinational 
companies is CSR, consistent with 
Western standards. However, domestic 
SMEs often do a lot of  activities with 
the local community, which are usually 
not labelled as CSR.’

CSR-unaware
His point highlights the issue of  the 
lack of  coordination of  CSR activities, 
a problem that industry experts say 
faces companies across the CEE. ‘A 
lot of  companies are doing a lot of  
projects, but they do not even know 
that they are doing CSR,’ says Liška. 

Bozsó says it is similar in Hungary, 
where small, local businesses give to 
the needy but only a few ‘treat CSR at 
its true level of  complexity’. He argues 
that  a CSR programme is not just 
about contributing financially but also 
involves other aspects such as a 
volunteer programme for employees, 
and promoting the idea of  social 
responsibility among employees. 

He argues: ‘I do believe that 
companies should not only send from 
time to time a cheque to a charity but 
also facilitate socially responsible 
attitudes among their people, first of  
all by setting a good example.’

Christine Stewart, communications 
manager at CSR Europe, the leading 
European business network for CSR, 
agrees. She points out that for SMEs 
size can actually be an advantage: 
‘SMEs have close relations with their 
employees, business partners and the 
local community. They are by nature 
attuned to the values and concerns of  
their key stakeholders, and thus well 

positioned to contribute to the 
communities in which they operate.’ 

She adds that even though the CSR 
term may not be familiar to many 
small firms, they are not necessarily 
less responsible than large companies, 
and the opposite might even often be 
the case. ‘The business strategies of  
SMEs are often rooted in the personal 
values of  their founders or owners, 
which is a solid base for developing 
responsible, values-driven management 
practices,’ she explains.

Professionalism and promotion are 
also issues where the region lags. Liška 
says in the Czech Republic those 
receiving help from businesses often 
lack professionalism in promoting 
themselves and what they can offer, in 

contrast to countries where CSR has 
been around longer. And the promotion 
of  CSR itself  needs improving. 

Stewart says: ‘CSR promotion needs 
to evolve to reach a broader public and 
be incorporated into education and the 
curriculum.’ She points out that 
academic institutions have a key role to 
play in promoting CSR in their role as 
the educators of  the business leaders 
of  tomorrow.

Despite the differences between 
large firms and SMEs, the lack of  
coordination and promotion, many 
experts are optimistic. ‘CSR awareness 
and implementation in the region are 
advancing rapidly,’ says Stewart.

David Creighton, journalist
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With three decades working for a 
Japanese camera giant under your 
belt, you are rewarded for leading 
the growth of the European arm with 
promotion to company president – the 
first non-Japanese national ever to 
hold the post. The fact your new role 
starts on April Fool’s Day does not 
seem an omen.

As you’re finding your feet, an article 
appears in an obscure Japanese 
magazine, Facta, alleging that your 
company had spent getting on for 
US$1bn on ‘minuscule’ businesses and 
writing off  the costs in the subsequent 
year. The magazine also asks questions 
about the ‘bizarre acquisition’ of  a 
British company at a large premium 
over its market capitalisation, with 
US$700m in unexplained advisory fees 
linked to the deal.

Stonewalled
But your CEO brushes aside your 
questions, as do other senior 
colleagues. Suspicious, you start a 
paper trail, writing a formal letter to 
the company’s compliance officer. 

As you turn up the heat, your new 
board colleagues get tense. A second 
article appears in Facta, mentioning 
‘anti-social forces’, a euphemism for 
organised crime. The rest of  the 
Japanese media studiously ignores the 
story, as do shareholders.

You start to fear having an ‘accident’. 
You suspect you are being followed. 
Any chance of  a proper investigation 
could be buried with you. 

Lacking hard evidence and aware of  
your fiduciary duties not to gratuitously 
damage the company but unable to 
ignore potential criminal activity, you 
start to copy your communications to 
the auditors – not just in Japan, but 
their colleagues in Asia, Europe and 
the US, as well as the audit firm’s 
global chairman.

This might all sound like the start of  
a fictional thriller but it is in fact the 
true story of  Michael Woodford, the 
former CEO of  Olympus, who in 2011 
turned whistleblower on the company, 
which eventually admitted it had 
hidden losses of  US$1.5bn in corrupt 
transactions and accounting scams.

Fraud in the board
Sacked by Olympus for his stand against financial 
corruption, ex-CEO Michael Woodford describes what 
happened when he blew the whistle
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He has now documented his story in 
a book, Exposure: Inside the Olympus 
Scandal. Readable and fast-paced, it 
details his growing suspicions that 
something was badly awry at Olympus, 
his battle to investigate, and the 
company’s attempt to appease him by 
briefly appointing him as CEO in 
September 2011 before 
unceremoniously dismissing him a 
fortnight later as both CEO and 
president. The book then covers his 
ultimately successful fight to expose 
what happened despite legal action 
from Olympus and the enormous travel 
and legal costs he had to shoulder. 

Talking to Accounting and Business at 
his London flat, Woodford has both 
good and bad to say about the role of  
the various accountants and financial 
professionals involved in the events.

As he worked to build up a picture of  
the accounting manipulation and 
transactions that had taken place, he 
says he worked closely with three 
accountants in the UK. 

No wriggle room
‘They were very helpful. They 
helped me frame and structure the 
communications I started to write 
when I felt I needed to formalise and 
evidence what had gone on. They were 
very important in ensuring that we 
framed the questions in a way where 
they were very specific and left no 
wriggle room.’

Woodford has not named the three, 
other than to say they were Olympus 
employees. ‘They are very ethical and 
straightforward people and very 
committed to the company,’ he says.

But those with board responsibility 
come in for harsh criticism. In the 
book, Woodford recalls his sacking 
in a tense encounter with Hironobu 
Kawamata, the director and executive 
officer who was in effect CFO. 
Kawamata demanded Woodford hand 
over his phones and laptops, and 
ordered him to leave his apartment. 
‘What shocked me is that he was so 
gratuitously hostile in the minutes 
immediately following my dismissal,’ 
says Woodford.

Tsuyoshi Kikukawa, the man 

Woodford had succeeded as president, 
remained chairman and assumed the 
new title of  CEO. As well as serving as 
president for 10 years, Kikukawa had 
been head of  the finance department. 
Kikukawa subsequently admitted filing 
false financial reports and, along with 
two other executives, at the time of  
going to press faces a prison term of  
up to 10 years. 

Along with the rest of  the Olympus 
board, Kawamata resigned in February 
2012; he was not implicated in the 
criminal proceedings. 

In Japan, says Woodford, it is not 
uncommon to find people in senior 
financial positions who haven’t had 
conventional accountancy training 
because managers are rotated  
around roles.

As his worries grew, Woodford sent a 
copy of  his letters to the Olympus 
board to the  Ernst & Young partners 
globally, which at the time enabled him 
to share his then unproved concerns 
with an external party without breaking 
his fiduciary duty to the company by 
going public. This transparency also 
provided some comfort at a time when 
he felt his safety was threatened.  
But he adds: ‘I still find it hard to 
fathom how the auditors missed the 
fraudulent nature of  these bizarre and 
sizeable transactions.’

EY took on the audit of  Olympus in 
2009, after the departure of  KPMG. 
Michael Andrew, KPMG’s global 
chairman, spoke out in November 
2011 about the Olympus scandal, 
saying: ‘We were displaced as a result 
of  doing our job,’ and ‘It’s pretty 
evident to me there was very, very 
significant fraud and that a number of  
parties had been complicit.’

But Woodford comments in his  
book, having parted company with 
Olympus, why did KPMG not shout 
longer and louder? Second, if  KPMG 
had been so concerned, how could it 

have signed off  Olympus’s 2009 
accounts without qualification? 

Woodford also asks why the issue 
didn’t come up in its handover of  the 
audit to EY. ‘I was surprised by how 
such extraordinary transactions did not 
raise alarm.’

EY declined to comment to 
Accounting and Business on its work  
for Olympus.

Since his official resignation from 
Olympus in November 2011, Woodford 
has given up on his attempt to take 
over the company with a new group of  

directors, and won a £10m settlement 
for unfair dismissal and discrimination. 
He has also been travelling the world 
speaking about the lessons to be 
learned from the scandal.

‘Many of  your readers may not agree 
with me, but I do believe in the 
mandatory rotation of  auditing firms,’ 
he says. ‘As human beings, if  you know 
somebody else is going to come along 
and have another look, then you’d be 
much more cautious.’ He also has 
concerns about auditors selling 
consultancy services. ‘I know this 
creates loud and heated views, but the 
trouble is the world keeps seeing 
scandal after scandal.’ 

Red flags
He points out that Japanese companies 
spend only around half  as much on 
audits as do Western companies, 
and that some very large companies 
in Japan use very small audit firms 
– a ‘red flag’, adding ‘for capitalism 
to work, you need robust, vigorous 
external audits’.

Woodford also stresses the 
importance of  independent 
mechanisms for whistleblowers to air 
their concerns while offering them 
comfort about their personal situation. 

Although he is celebrated as a 
whistleblower, Woodford points out that 
he was not the true whistleblower who 

‘I STILL FIND IT HARD TO FATHOM HOW THE 
AUDITORS MISSED THE FRAUDULENT NATURE OF 
THESE BIZARRE AND SIZEABLE TRANSACTIONS’
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gave the story to Facta. His book 
describes a meeting late in the saga 
with this unnamed person over cans of  
Sapporo beer and Ritz crackers in a 
Tokyo flat. ‘He or she is the hero of  the 
story. I had a foreign passport. I could 
get out.’

What shines out from the book is 
that the only effective mechanism for 
exposing Olympus was the media. 
Corporate governance, auditors, 
regulators and shareholders all failed.

Woodford lavishes praise on Facta but 
has harsh words for the rest of  the 

Japanese media. Nervous about taking 
on a Nikkei company, they ignored the 
story until it had been broken in the 
Western media when Woodford, the day 
after his dismissal, called a Tokyo-based 
Financial Times journalist to give him the 
scoop of  his life. The Financial Times, 
Wall Street Journal, The New York Times 
and Thomson Reuters, he says, should 
be credited for running with the story. 

Stiffer penalties
Woodford feels that judicial sanctions  
for white-collar crimes should be 
stiffer to discourage corporate fraud. 
‘Executives should suffer custodial 
sentences, rather than just the 
companies paying fines. White-collar 
crime does have victims.’ 

It is clear that Woodford has a love 
and respect for Japan, and he 
dedicates his book to his ‘musketeers’: 
Koji Miyata, former head of  Olympus’s 
medical business, and spokesman and 
translator Waku Miller, who supported 
him through the events. 

But he says: ‘There is a very 
disturbing side to corporate life in 
Japan. That’s why I’m very sceptical 
about its prospects.’ His concerns range 
from its culture of  deference and ‘yes 
men’, to the peculiarities of  its 
ownership structures such as the 
cross-shareholding system in which 
large companies all own shares in each 
other. ‘There are probably other 

The CV
Michael Woodford MBE grew up 
in Liverpool and joined Olympus 
as a salesman, rising through the 
ranks to run its UK, European and 
global operations. In April 2011 he 
was appointed president and CEO 
of Olympus Corporation, the first 
Western salaryman to rise through 
the ranks to the top of a Japanese 
giant. As a result of the events 
described in Exposure he was 
named Businessman of the Year 
2011 by The Sunday Times, The 
Independent and The Sun and won 
The Financial Times Mittal Arcelor 
Award for Boldness in Business. 

Exposure: Inside 
the Olympus 
Scandal is 
published by 
Portfolio Penguin 
and available 
from all good 
booksellers.

  *FRAUD IN THE FRAME

Olympuses out there in Japan,’ he says.
What about the rest of  the world?  

He says: ‘We’re still not in a position  
where we should feel comfortable  
or complacent.’ 

Woodford says he has not been short 
of  job offers, but has preferred to 
spend time talking and writing about 
his experiences and the issues that 
have arisen from them.

And, of  course, he’s been writing the 
book, which he says nearly killed him. 
‘It’s not sanitised and I’m very explicit. 
I refer to lots of  names and people. 
Three sets of  lawyers reviewed the 
book. I think it will appeal to a lot of  
people in business, and the finance 
sector in particular – where you wear a 
suit and go to work, send emails, go to 
meetings, work on Excel spreadsheets, 
and suddenly you find yourself  in this 
John Grisham-like novel.’

Chris Quick, editor



It looks as if those who predicted the 
imminent arrival of peak oil will have 
to think again. Peak oil occurs when 
production is no longer sufficient 
to satisfy demand. As a result, oil 
prices shoot up and countries with 
oil will become richer at the expense 
of countries without, and this large 
transfer of wealth will create a world 
economic problem. In one cataclysmic 
scenario it can even lead to wars as 
countries fight for the oil they need. 

Peak oil can still happen even though 
oil reserves exist if  the production 
capacity has not been created in time 
to meet demand – production costs 
may be too high for the oil companies 
to make a profit at the current prices. 
OPEC producers maintain they need 
high prices so they can invest in assets 
to produce oil in the years to come. 

The early exponents of  peak oil were 
the geologists Colin Campbell and Jean 
Laherrère, with their article The End of 
Cheap Oil, published in 1998. They and 
their adherents in the Oil Depletion 
Analysis Centre (ODAC, now taken over 
by the New Economic Foundation) 
predicted the years 2000, 2006, 2008 
and 2010 for peak oil on the basis of  
two main premises: that no more large 
oil provinces would be 
found, and that 
improvements in 
technology would not be 
a significant factor.

However, their 
predictions have been 
upset by subsequent 
large oil discoveries 
offshore – the Bay of  
Bohai, the Gulf  of  
Mexico, Angola, Brazil 
and more lately French 
Guiana. 

The second premise 
has also come unstuck 
with the development of  

two innovative techniques. The first, 
hydraulic fracturing, or ‘fracking’, 
breaks up the rocks in the subsurface 
and allows ‘tight oil’ and ‘tight gas’ to 
be produced from the recent 
discoveries of  shale oil and shale gas 
onshore. The second, ‘horizontal 
drilling’, has brought down production 
costs – it is surprising how the pipes 
that drive the drilling bit are flexible 
enough to turn corners. 

Extra energy
The US has taken the lead in producing 
shale oil from its large reserves in 
Montana, North Dakota and Texas. 
Substantial production of  tight gas in 
the US has already led to a reduction 
in its imports of  liquid natural gas 
(LNG) and reduced its price there. The 
International Energy Agency estimates 
the shale oil upsurge will increase oil 
production in the US to 11 million 
barrels per day by 2020 and make it 
the world’s largest oil producer.

Shale rocks exist worldwide and 
there are huge reserves of  shale gas 
both in China and western Siberia, 
though production there will be delayed 
some years because the infrastructure 
is not in place. 

You may wonder what additional gas 
production has to do with peak oil. 
Well, the gas can be liquefied (LNG) 
and transported to consuming 
countries where it is regasified and 
burned in power plants and for other 
industrial and domestic use, taking the 
place of  oil. 

Since gas production has declined in 
the North Sea, the UK has imported 
LNG from Qatar and regasified it at 
Milford Haven in Wales. The gas may 
also be turned into compressed natural 
gas (CNG) and used to replace gasoline 
(petrol) and diesel as a fuel for vehicles 
over shorter distances – public 
transportation is ideal. Such use is 
already established in Iran, Pakistan, 
Argentina and other countries, and US 
billionaire Thomas Boone Pickens is 
promoting it in the US. 

Both measures give an impetus to 
the collection of  ‘stranded’ gas and 
take the pressure off  producing more 
crude oil, which all helps to delay the 
arrival of  peak oil. Some years ago, 
Jeroen van der Veer, president of   
Royal Dutch Shell, observed that while 
Shell was currently an oil and gas 
company, in the future it could become 
a gas and oil company.

The UK has not missed 
out in the search for shale 
gas. On 1 April 2011, there 
was a small tremor of  2.3 
magnitude close to 
Blackpool – The Sun headline 
was ‘Blackpool Rocked’ – 
which led to the suspension 
of  work by Cuadrilla 
Resources, which was 
fracking onshore by injecting 
water and chemicals under 
high pressure into the 
subsurface. It found shale 
gas and estimates probable 
reserves of  200 trillion 
cubic feet, though the 

Peak oil deferred
The rumour that the peak oil moment was almost upon us – unleashing a global energy 
crisis – seems to have been greatly exaggerated. Oliver Campbell FCCA reports

The sun rises over a gas well being drilled in the north eastern US
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PEAK OIL WILL OCCUR SOMETIME, BUT JUST WHEN
IS ANYBODY’S GUESS – THERE ARE SO MANY
VARIABLES ON THE SUPPLY AND DEMAND SIDES 

amount recoverable will be much less, 
typically around 20%. However, this 
estimate has been extrapolated from 
just two wells drilled and its size has 
been questioned. 

But the discovery is certainly 
significant, which is good news 
because it can replenish the 
diminishing gas production from the 
North Sea. Strategically, it can reduce 
the UK’s vulnerability to imports of  
natural gas from Russia and of  liquid 
natural gas from Qatar as North Sea 
supplies from Norway and The 
Netherlands start to dry up. 
Economically, it can lead to savings on 
importing natural gas and also give 
employment to a number of  workers, 
though the oil and gas industry is 
capital rather than labour-intensive. In 
his Autumn Budget statement the 
chancellor confirmed he was 
considering offering tax breaks to 
stimulate the UK shale gas industry. 

It is bad news for those who fear 
production of  natural gas will put back 
the development of  renewable energy. 
However, looking on the bright side, 
natural gas is a relatively clean fuel 
with low toxic emissions. 

Some are worried that fracking will 
cause earthquakes, though this is 
highly unlikely. It may cause small 
tremors, but these also occur naturally 

with some frequency and are not felt 
unless they take place very close to 
urban areas. It is true that the injected 
chemicals can pollute underground 
water, but the drilling company asserts 
the gas has been found at depths well 
below the aquifers. The government 
has approved development of  shale 
gas and will doubtless authorise the 
chemicals that can be used and 
monitor the water quality.

Development of  shale oil and shale 
gas may reduce oil prices, though this 
is far from certain because of  other 
variables – OPEC reaction, the host 
government’s tax take, and political 
unrest in the Middle East. On the 
supply side, increased production from 
shale rocks, Athabasca tar sands, 
Venezuela’s Orinoco Belt and offshore 
sources may all be offset by increased 
demand in the growing economies, 
particularly China and India.   

The UK has been fortunate with the 
discovery of  oil in the North Sea and it 
seems this good fortune will continue 
with the discovery of  shale gas 
onshore. In the EU, Poland expects to 
start shale gas production in 2014, 
though it is finding the costs are higher 
than anticipated. The UK may start 
production around the same time. It is 
difficult to separate fact from hype – 
200 trillion cubic feet is a huge 
quantity – but the indications are that 
both countries have very large reserves 
of  shale gas.

As regards peak oil, it is not 
imminent despite the warnings of  
ODAC. We can all be clever after the 
event and it only shows how making 
predictions is fraught with pitfalls. Peak 
oil will occur sometime, but just when 
is anybody’s guess – there are so many 
variables on both the supply and 
demand sides. However, I will 
reluctantly join in the predictions, 
though with some caution, by saying I 
doubt it will occur before the middle of  
this century.

Oliver Campbell FCCA worked for 
Shell in the oilfields round Lake 
Maracaibo. He became the financial 
controller and, on nationalisation of 
the oil industry, went to Petróleos de 
Venezuela as its head of finance

Clockwise from top left: residents of 
San Sebastian in Cuzco celebrate after 
the announcement that gas in ‘Site 88’ 
would be used for national consumption;  
Chinese inspectors patrol oil tanks at the 
Dagang commercial oil reserve base of 
CNPC in Tianjin; a demonstrator protests 
against plans to frack New York; a petrol 
pump attendant refills a vehicle in the 
Indian city of Agartala
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CASH EQUIVALENTS ARE DEFINED AS SHORT-TERM, 
HIGHLY LIQUID INVESTMENTS THAT ARE READILY 
CONVERTIBLE TO KNOWN AMOUNTS OF CASH

IAS 7, Statement of Cashflows, 
requires the reporting of movements 
of cash and cash equivalents, which 
are classified as arising from three 
main activities: operating, investing 
and financing. No specific format 
is prescribed by the standard but 
cashflows must be presented under 
these three main headings. In 
practice, most entities follow this 
disclosure format. 

In April 2009 IAS 7 was amended so 
that only expenditure resulting in a 
recognised asset in the statement of  
financial position is eligible for 
classification as an investing activity. 
Financing cashflows include cashflows 
relating to obtaining, servicing and 

redeeming sources of  finance. 
Operating cashflows comprise all 
cashflows during the period that do not 
qualify as investing or financing. 

Operating cashflows may be 
presented using the direct method, 
which shows the gross cash receipts or 
payments from operations. Alternatively, 
the entity can calculate the cashflows 
indirectly by adjusting net profit or loss 
for non-operating and non-cash 
transactions and for changes in working 
capital. Entities are encouraged to 
report cashflows using the direct 

method because it is said to be more 
useful. However, most entities use the 
indirect method. This raises the 
question as to which profit or loss figure 
should be used. 

The illustration in IAS 7 starts with 
profit before tax. There are alternatives 
that start with operating profit, which is 
not defined in International Financial 
Reporting Standards (IFRS) and so 
requires judgment, or start with the 
final profit or loss figure at the foot of  
the income statement. 

The profit before tax figure relates 
only to continuing operations and so 
needs to be adjusted for relevant 
operating cashflows relating to any 
discontinued operation if  it is used as 

the starting point in the statement of  
cashflows. The net cashflows relating 
to discontinued operations should be 
disclosed as well as significant 
non-cash transactions such as 
depreciation, amortisation, and income 
statement charges for provisions. 

Classification in practice
The actual classification of  cashflows 
must reflect the nature of  the activities 
of  the entity and so some cashflows, 
which may look similar, may be 
classified differently by different 

entities because the nature and 
purpose of  their business is different. 
For example, dividends received by an 
investment company are likely to be 
classified as operating cashflows but a 
manufacturing entity is more likely to 
classify them as investing cashflows. 

An individual transaction may 
include cashflows that are classified 
differently. For example, when a loan 
repayment includes both interest and 
capital, the interest element may be 
classified as an operating cashflow 
while the capital element is classified 
as a financing cashflow. 

The resulting cashflow total is the 
movement in the balance of  cash and 
cash equivalents from the start of  the 
period to the end. 

Cash equivalents are defined as 
‘short-term, highly liquid investments 
that are readily convertible to known 
amounts of  cash and which are subject 
to an insignificant risk of  changes in 
value’. IAS 7 does not define ‘short-
term’ but does state that ‘an 
investment normally qualifies as a cash 
equivalent only when it has a short 
maturity of, say, three months or less 
from the date of  acquisition’.

The three-month time limit is a little 
arbitrary but consistent with the 
concept of  insignificant risk of  changes 
in value and the purpose of  meeting 
short-term cash commitments. Any 
investment or term deposit with an 
initial maturity of  more than three 
months does not become a cash 
equivalent when the remaining maturity 
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Cash equivalents or not cash...
Some cashflows that look similar may have to be classified differently by different entities 
because of the nature of their business. Graham Holt explains
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period reduces to under three months. 
However, in limited circumstances, a 
longer-term deposit with an early 
withdrawal penalty may be treated as a 
cash equivalent. With an investment in 
a money market fund, it is not 
sufficient that the investment can 
readily be realised in cash as the 
investment must be readily convertible 
to cash that is subject to an 
insignificant risk of  change. 

Bank overdrafts are generally 
classified as borrowings but IAS 7 
notes that if  a bank overdraft is 
repayable on demand and forms an 
integral part of  an entity’s cash 
management then it is a component of  
cash and cash equivalents. Restricted 
cash balances should be disclosed in a 
note, including a narrative explanation 
of  any restriction.

Tax cashflows
It is often impracticable to identify tax 
cashflows with individual transactions 
and tax cashflows often arise in a 
different period from the cashflows 
of  the underlying transactions. As a 
result, taxes paid should generally 
be classified as operating cashflows. 
However, where specific cashflows 
can be identified with either investing 
activities or financing activities, then it 
is appropriate to classify that element 
of  the tax cashflows as investing or 
financing respectively. 

The cashflows arising from 
dividends, and interest receipts and 
payments, should be classified in the 

cashflow statement in a consistent 
manner from period to period and 
under the activity appropriate to their 
nature. These items must be disclosed 
separately on the face of  the cashflow 
statement. IAS 7 does not dictate how 
dividends and interest cashflows 
should be classified but allows an 
entity to determine the classification 
appropriate to its business.

In May 2012, the International 
Accounting Standards Board (IASB) 
issued an exposure draft proposing 
that payments relating to interest 
capitalised under IAS 23 should be 
classified in accordance with the 
classification of  the underlying asset 
on which those payments were 
capitalised. This would mean, for 
example, that payments of  interest 
capitalised as part of  the cost of  
property, plant and equipment would 
be classified as investing activities, and 
payments of  interest capitalised as 
part of  the cost of  inventories would 
be classified as operating activities.

Generally cashflows should be shown 
gross. There are exceptions such as 
when cash receipts and payments are 
made on behalf  of  a customer and 
therefore represent the customer’s 
transactions rather than those of  the 
reporting entity. Additionally, the 
calculation of  operating cashflows 
using the indirect method also results 
in some netting of  cashflows. 

In consolidated financial statements, 
cashflows arising from changes in the 
ownership of  a subsidiary that does 
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CASHFLOWS CAN BE SHOWN USING THE DIRECT
OR INDIRECT METHOD. THE TWO METHODS RESULT 
IN DIFFERENT OPERATING CASHFLOW REPORTS

not result in a loss of  control are 
classified as cashflows from financing 
activities. Also, consideration paid in a 
business combination is treated as an 
investing activity. However, in more 
complex scenarios the guidance in IAS 
7 is not always clear. 

In the case of  deferred 
consideration, the acquiring entity will 

record the fair value of  the deferred 
consideration as a liability at the 
acquisition date in accordance with 
IFRS 3, Business Combinations. This 
liability will increase as the discount 
unwinds and is reflected as a finance 
charge in profit or loss. When the 
liability is settled at a later date, the 
payment will reflect both the amount 
initially recognised as consideration 
plus the interest element. 

IAS 7 does not deal directly with how 
this payment should be classified and 
so it can be classified as an investing 
cashflow or as a financing cashflow. 
Alternatively it can be disaggregated 
into the amount initially recognised as 
consideration (investing or financing) 
and the interest element resulting from 
the unwinding of  the discount, which 
should be treated as a financing or 
operating cashflow according to the 
entity’s policy. 

When a subsidiary joins or leaves the 
group, its cashflows should be included 
in the consolidated statement of  
cashflows for the same period as the 
results are reported in the consolidated 
statement of  profit or loss and other 
comprehensive income. The aggregate 
cashflow includes any cash consideration 
paid or received and the amount of  cash 

and cash equivalents in the subsidiary 
over which control is gained or lost. The 
net of  these latter amounts is included 
in investing activities. The net assets 
excluding cash and cash equivalents of  
the subsidiary at the acquisition or 
disposal date need to be eliminated from 
other cashflow headings to avoid double 
counting as the related amounts are 
already included. 

FX movements
Foreign currency movements on 
cash and cash equivalents should be 
reported separately in the cashflow 
statement to allow the reconciliation 
of  the opening and closing balances of  
cash and cash equivalents. Cashflows 
that result from derivative transactions 
undertaken to hedge another 
transaction should be classified under 
the same activity as cashflows from the 
subject of  the hedge. 

When the reporting entity holds foreign 
currency cash and cash equivalents, 
these are monetary items that will be 
retranslated at the reporting date in 
accordance with IAS 21. Any exchange 
differences arising on this retranslation 
will have increased or decreased these 
cash and cash equivalent balances. 
As these exchange differences do 
not give rise to any cashflows, they 
should not be reported as any part 
of  the cashflow activities presented 
in the statement of  cashflows. Their 
net impact should be disclosed as a 
reconciling item between opening and 
closing balances of  cash and cash 
equivalents.

A weakness of  statements of  
cashflow is that they do not distinguish 
between discretionary and mandatory 
cashflow. By disclosing the mandatory 
cashflow, users can see the available 
free cashflow. Additionally, the nature 
of  the definition of  cash equivalents 
can make comparison of  the cashflows 
difficult. Further comparison of  
cashflows can be made even more 
difficult by the fact that entities can 
show cashflows using the direct 
method or indirect method. The results 
of  these two methods give different 
operating cashflow reports. 

Graham Holt is an examiner for 
ACCA, and associate dean and 
head of the accounting, finance and 
economics department at Manchester 
Metropolitan University Business 
School
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Accounting solutions
In this month’s column, PwC's Thomas Roberts and Iain Selfridge answer  
a technical question on accounting for a property lease

Q
ABC Ltd enters into a 12-year 
lease for a new property. 
The lease is non-cancellable 
and there are no extension 

options. The property has a remaining 
useful economic life of 50 years and 
the minimum lease payments are 
significantly less than the fair value 
of the property. The lease contract 
includes a six-month rent-free period at 
the start of the lease. A rent review will 
occur every three years with the rent 
increasing based on a local inflation 
index. However, the contract states 
that the rentals may not decrease. At 
the inception of the lease inflation 
is positive. How should the lease be 
accounted for under International 
Financial Reporting Standards?

A
IAS 17, Leases, distinguishes 
between finance and operating 
leases based on whether the 
lease transfers substantially 

all the risks and rewards of  owning the 
asset. Whether a lease is a finance lease 
or an operating lease depends on the 
substance of  the transaction. IAS 17 
contains examples of  situations which 
would normally result in a lease being 
classified as a finance lease such as the 
lease term being the major part of  the 
asset’s economic life and the present 
value of  minimum lease payments 
amounts to substantially all the fair 
value of  the asset. Any other lease is an 
operating lease. 

In this case ABC is leasing the 
property for far less than the majority 
of  the property’s life and the minimum 
lease payments are not a substantial 
proportion of  the property’s fair value. 
In the absence of  any other indicators 
the lease would be accounted for as 
an operating lease. IAS 17 therefore 
requires that the lease payments are 
recognised over the lease term on a 
straight-line basis (unless another 
systematic basis is more appropriate).

arrangements agreed between the two 
parties.

Inflation linked rentals are a 
common feature in leases and are an 
example of  an embedded derivative. If  
the embedded derivative is not ‘closely 
related’ to the underlying lease (the 
host contract) it must be separately 
recognised at fair value. Where the 
embedded derivative is closely related, 
the inflation increases are examples 
of  contingent rents that are excluded 
from the calculation of  minimum lease 
payments and charged as expenses in 
the period in which they are incurred.

IAS 39, Financial Instruments: 
Recognition and Measurement, guidance 
on inflation linked lease rentals notes 
that, provided that adjustments are not 
a multiple of  inflation and the link is to 
inflation in the entity's own economic 
environment, the embedded derivative 
is closely related. The floor feature also 
must be considered. As the upward-
only feature of  the rent reviews means 
that the rentals can never fall below 
the floor, the floor is always out-of-
the-money; that is, the floor does not 
alter the expected cashflows both at 
inception and subsequently and so the 
embedded derivative is closely related.

ABC treats the property as an 
operating lease spreading the benefit 
of  the six-month rent-free period over 
the 12-year lease term. Increases in 
rent due to inflation are accounted for 
when they occur.

This month’s solutions were compiled 
by Thomas Roberts and Iain Selfridge 
of PwC’s Accounting Consulting 
Services

Under IFRS, SIC 15 requires that 
incentives such as a rent-free period 
should be recognised by the lessee 
as a reduction of  the rental expense 
over the lease term on a straight-line 
basis, unless another systematic basis 
is more appropriate. This ensures 
that the true effective rental charge is 
reflected irrespective of  the cashflow 

  *MANUAL OF ACCOUNTING
PwC has updated its Manual of accounting suite for 2012 year ends. This includes 
guidance on IFRS; ‘Narrative reporting’; and disclosure checklists for UK GAAP and 
IFRS for the UK (checklists only in pdf  format). Visit www.pwc.co.uk/manual

www.pwc.co.uk/manual
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A good MBA fuels 
career success
‘ The global MBA offers high quality tuition, 
great flexibility and global recognition. The 
real workplace case studies alongside the 
theory improved my knowledge and 
widened my exposure to business 
management. This MBA is perfect for 
motivated and self-disciplined finance 
professionals to further develop their 
understanding of business.’

Angie Dai
assistant PRC finance manager, 
ExxonMobil Investment

Your professional 
development is 
important to us.
To help you maintain your competitive edge 
we are proud to introduce ACCA’s new learning 
hub – My Development.  It is designed to be 
the central access point for all your learning and 
help you meet your CPD requirement as well as 
progress in your career. You can find local face-
to-face events, technical articles, e-learning and 
lots more.

 

Visit My Development today at 
www.accaglobal.com/cpd
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A monthly round-up of the latest developments in 
financial reporting, audit, tax and law

AUDIT

ISA 720 AMENDMENTS 
The International Auditing 
and Assurance Standards 
Board (IAASB) has proposed 
revisions to International 
Standard on Auditing 
(ISA) 720, The Auditor’s 
Responsibilities Relating 
to Other Information in 
Documents Containing or 
Accompanying Audited 
Financial Statements and the 
Auditor’s Report Thereon. The 
draft is open for comment 
until 14 March.

It seeks to enhance and 
clarify auditors’ duties and 
responsibilities regarding 
‘other information’. 

The proposal states: 
‘Significant changes in 
financial reporting have 
occurred over the last two 
decades regarding the 
information issued in 
connection with an entity’s 
financial statements and the 
manner in which it is shared 
with users.’ It aims to help 
auditors determine the 
nature and extent of  their 
work and introduces a 
reporting obligation. 

The proposed standard 
gives examples – such as 
internal control and risk 
assessment reports – within 
its scope, listing 
accompanying 
documentation to the 
statements it covers. 

It also lists reports that 
are outside its scope. For 
example, paragraph A13 
states: ‘Accompanying 
documents that do not have 
a primary purpose of  
providing commentary to 
enhance the users’ 
understanding of  the 

audited financial statements 
or the financial reporting 
process are outside the 
scope of  this ISA.’ 

Examples of  the latter 
include separate documents 
issued by the entity, such as:

* corporate social 
responsibility report

* sustainability report

* diversity and equal 
opportunity report

* labour practices and 
working conditions report

* human rights report.
However, if  any 

information of  this nature is 
contained in a document 
within the scope of  the ISA, 
it would be subject to the 
ISA’s requirements, 
including for the auditor to 
read and consider it.

More at: http://tinyurl.
com/bskkes4

PROPORTIONATE ISQC 1
IAASB staff  have made 
available a question and 
answer publication that 
focuses on how to apply 
ISQC 1 proportionately, 
taking into account the 
size of  a firm. It says that 
smaller firms should find 
the publication helpful in 
achieving an effective and 
efficient implementation of  
ISQC 1. 

A link to the publication 
can be found at: http://
tinyurl.com/btutbpm

Glenn Collins, head of 
technical advisory, ACCA UK

EUROPEAN UNION

BUDGET BLUEPRINT
The EU’s Council of  
Ministers has approved 
a new reformed financial 

regulation – the blueprint of  
accounting rules for the EU’s 
€142bn annual budget – 
affecting public accountants 
in Brussels and in national 
governments. 

Coming into force on 1 
January 2013, the changes 
are designed to simplify the 
EU’s financial statements. 
For example, recipients 
of  EU funds will no longer 
require a separate bank 
account to receive payment 
at the start of  a project and 
then return interest. 

Grants monitoring will 
also shift from real-cost 
based management (inputs) 
to performance-based 
schemes (outputs). 

The new rules also 
authorise the European 
Commission to set up and 
manage multi-donor EU 
trust funds, pooling EU 
contributions with funds 
from other donors.

And where EU member 
states handle EU funds, they 
must designate special 
bodies charged with 
controlling this money, 
making their own financial 
declarations. 

More at: http://tinyurl.
com/d7dafq9

EMISSIONS ACCOUNTING
The environment committee 
of  the European Parliament 
has backed a proposed EU 
decision that would make 
mandatory the detailed 
accounting of  EU emissions 
from forestry and 
agriculture. Its aim is to 
make more comprehensive 
an assessment of  carbon 
emissions when monitoring 
EU international climate 
change treaty commitments.

More at: http://tinyurl.
com/c5eo2me

KEY AREAS IN STATEMENTS
The European Securities and 
Markets Authority (ESMA) 
has released a series of  hot 
accounting topics it wants 
companies and national 
accounting regulators to 
consider for IFRS-compliant 
financial statements 
covering 2012. 

A report notes the 
common financial reporting 
topics that it believes ‘are 
particularly significant for 
European listed companies 
considering the economic 
and market situation’, and 
which should receive due 
attention. The issues include 
financial instruments subject 

The EU wants to apply emissions accounting 
to forestry and agriculture as well as industry 
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to risk, sovereign debt, 
vulnerable financial assets 
(including modified loans), 
the impairment of  non-
financial assets, measuring 
post-employment benefits 
obligations, and provisions, 
contingent liabilities and 
contingent assets. 

More at: http://tinyurl.
com/crfg5lt

CONFLICTS OF INTEREST 
A comprehensive audit 
blueprint for ensuring that 
specialist government 
agencies are not captured by 
the industries they regulate 
has been released by the 
European Court of  Auditors. 

It said that proper 
screening of  staff  and 
officers, clear conflict of  
interest and breach of  trust 
policies, transparent gifts 
and invitation rules, and 
post-employment monitoring 
were all required. 

It said that procedures 
at the European Medicines 
Agency (EMA), the European 
Aviation Safety Agency 
(EASA), the European 
Chemicals Agency (ECHA) 
and the European Food 
Safety Authority (EFSA) did 
not deliver all these goals. 

NEW TRANSPARENCY RULES
New rules on transparently 
recording and executing 
financial market trades have 
been approved in principle 
by the European Parliament. 

MEPs supported a 
reformed EU market in 
financial instruments 
directive and regulation 
(Mifid/Mifir) which insists all 
market players and 
operators ‘have transparent 
rules and procedures for 

executing orders efficiently 
and for determining which 
financial instruments may 
be traded’. 

The parliament also 
approved limiting high-
frequency algorithmic 
trading to ensure all orders 
are valid for at least 500 
milliseconds. MEPs will now 
negotiate with the European 
Commission and EU 
ministers on the final shape 
of  the legislation.

More at: http://tinyurl.
com/d4vphfk

OECD

TAX SYSTEM DEAL
The Oganisation for 
Economic Cooperation 
and Development (OECD) 
and the African Tax 
Administration Forum 
(ATAF) have agreed to work 
together to improve tax 
systems in Africa. 

Joint activities planned 
for 2013–15 include 
technical events for African 
tax officials, sharing 
knowledge and developing 
good practices on tax 
incentives for investment, 
transfer pricing, exchange 
of  information, taxpayer 
education, and collecting 
African revenue statistics.

Keith Nuthall, journalist

NEW ZEALAND

FOR-PROFIT STANDARDS 
External Reporting Board 
(XRB) and the New Zealand 
Accounting Standards Board 
(NZASB) issued a package 
of  standards for for-profit 
entities together with a re-
organised suite of  NZ IFRS 

standards for public benefit 
entities.  

This package is the first 
set of  standards to be issued 
as part of  the 
implementation of  the new 
Accounting Standards 
Framework issued by the 
XRB in April 2012. 

The standards and 
pronouncements in the 
package are effective for 
reporting periods beginning 
on or after 1 December 
2012, with early adoption 
allowed for both for-profit 
and public benefit entities. 

All the standards and 
pronouncements in the 
package are available for free 
download from the XRB 
website at www.xrb.govt.nz

AUSTRALIA

BUSINESS REGISTER CHANGES
To simplify business startup, 
the Australian Taxation 
Office (ATO) upgraded its 
ABR (Australian Business 
Register) services on 26 
November 2012. Following 
the upgrade, clients:

* are able to register for a 
business name, an 
AUSkey, GST, fuel tax 
credits and PAYG 
withholding as part of  

their online Australian 
business number (ABN) 
application 

* can have their details 
prefilled from one 
registration to the next – 
for example, some of  
their ABN details can be 
prefilled into the business 
name application 

* need to apply directly 
with each agency for 
additional registrations if  
they elect not to apply at 
the same time as their 
ABN application, or 
already have an ABN 

* need to apply for a 
business name directly 
with the Australian 
Securities & Investments 
Commission if  they are 
not an individual or 
organisation with an 
Australian company 
number or Australian 
registered body number 

* still need to go to the 
AUSkey website at www.
auskey.abr.gov.au to 
manage their AUSkeys 
– for example, to cancel 
an AUSkey or apply for 
additional AUSkeys.

Lei Xu, technical manager, 
ACCA Australia and New 
Zealand

The OECD and ATAF have launched a joint 
initiative to improve tax systems in Africa
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    www.accacareers.com/international
LOOKING FOR A NEW JOB?

Start planning your CPD for 2013 by 
reflecting on your recent learning and 
identifying areas you want to develop. 
You can do this by answering the 
following questions:

* Where are you now? What are the 
issues?

* What’s going well? And what’s not?
Now think about where you want to 

be and what you want to develop.

* What are your goals?

* How are you going to get there?

* What are areas for development?

* What learning resources are you 
using? For example, is the course 
you attend every year still relevant 
to your work? Is the podcast you 
subscribed to still cutting edge and 
full of  fresh ideas you haven’t 
considered before?

And most importantly – what would 
you do differently in 2013 to 
become a better professional?

Try something in 2013
Through our innovative 
approach to development, 
we have a comprehensive 
range of  services and 
tools to support you in 
planning, sourcing and 
achieving your CPD. 
From networking on 
ACCA’s official LinkedIn 
members’ group to 
mentoring or coaching 
a colleague, there is 
something for everyone.

Get ahead with My Development
In October 2012 we launched the new 
CPD section of  ACCA’s website. My 
Development brings all CPD learning 
opportunities together in one place, 
including AB articles, CPD articles with 
multiple-choice questions, e-learning 
courses, face-to-face events, podcasts, 
webinars and qualifications from our 
partners. Within My Development you 
can also find details on ACCA’s CPD 
policy and guidance on how to meet 
our CPD requirements.

New features
New features of  My Development are:

* Improved look and feel – new 
homepage to highlight new 
opportunities and promotions from 
CPD partners

* Ability to filter by learning type, 
topic and sub-topic 

* Learning relevant to your location

* Local face-to-face events in the UK, 
Ireland, Hong Kong, Singapore, 
Malaysia, and you’ll see other 
markets joining soon.

Topic categories
All learning within My Development is 
organised by topic so you can quickly 
find what you need:

* Auditing and assurance

* Corporate reporting 

* Ethics 

* Financial management

* Governance, risk and control

* Law and regulation

* Leadership and management

* Performance management

* Professional networking

* Stakeholder relationship 
management 

* Strategy and innovation

* Taxation 

Remember to remember
It’s wise to plan your CPD now, 
but also vital to check during 
the year to ensure you are on 
track to meet requirements. 
Why not set a reminder for June 
in your online diary to see how 
you are placed?

My Development is updated 
daily, so visit the website 
regularly to get the learning 
most suited to your needs.

Visit www.accaglobal.com/CPD

Plan for 2013
Start the new CPD year by asking yourself some fundamental questions about where you 
are and where you want to be, and then use our new resource for sourcing your learning
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FINANCIAL MANAGER   

SINGAPORE | REF: HSBCSJACCA001

You will maintain a pro-active role in financial advisory 
services, relationship management and development 
while maintaining a high standard of service quality and 
compliance. You are also expected to develop good 
relationship with our clients and work closely with other 
supporting units to develop new business strategies.

ACCA Careers is part of our recruitment strategy and continues to 
help us attract qualified finance professionals. The ACCA Careers 
recruitment process is flexible, interactive and high quality.We 
find it effective and efficient.
Human Resources, Coca-Cola International 

Over 39,000 ACCA MeMBerS AnD StuDentS 
hAve regiStereD their CvS On ACCA CAreerS
Everyday on ACCA Careers on average we have....
150 new candidates register
11,352 page views
44 new jobs posted
253 job applications

Employers we are already working with include Shell, PWC, 
Deloitte, KPMG and BBC. 

To advertise with ACCA Careers there are 2 options, using 
our online self-service you can post a job right now at accacareers.
com or you can contact our dedicated account management team 
on +44 (0)20 7902 1210

“

CHIEF ACCOUNTANT   

RUSSIAN FEDERATION  | REF:  DISCOVERYACCA001

Provide strong financial management for the Discovery 
business in Russia. They will act as a business partner to both 
the NEE General Manager and UK based Finance management
• to optimise financial results versus budget
• ensure the profitable expansion of the business in the region 

and produce accurate and insightful reporting of 
 P&L performance

CORPORATE TAX SERVICES

KPMG is a global network of professional firms 
providing audit, tax and advisory services. With 
more than 145,000 people operating in 152 
countries, our professionals help clients navigate an 
ever increasingly complex business environment. 

SINGAPORE| REF: SG/ACCA/TAX-CT/201210

HEAD OF BUSINESS ANALYSIS 

Formulates, strategises, directs and controls the 
overall financial activities of the Company in an 
efficient and cost effective manner in line with 
regulatory, governmental and PETRONAS Group 
policies and guidelines thus contributing to the 
realization of corporate objectives and strategies. 

MALAYSIA | REF: PETRONAS_ACCA001

QUALIFIED ACCOUNTANT  

All our recruitment consultants within our specialist 
area of Accountancy & Finance have substantial 
experience recruiting both qualified and non-qualified 
accountants across Hungary. 
We use this insight to help our candidates find the 
right finance job.

CHINA/HONG KONG| REF: HAYS_HUNGARY_001

RISK SERVICES  

MALAYSIA | REF: E&YACCA003

You help clients measure, monitor and understand their 
business risks, ensure that appropriate control processes 
are put in place to mitigate risk, and help install risk 
assessment processes and control 

You will provide services to diverse industries and will be 
involved in business process and operational reviews, ect. 

ADVISOR RISK AND GOVERNANCE   

The Risk & Governance team works closely with 
our clients to enhance and strengthen their 
governance, internal controls and corporate 
assurance frameworks, addressing the hazards and 
opportunities of risk across their organisations.

MALAYSIA | REF: PWCMY12

FINANCE MANAGER  

Supervise a team of staff to produce project deliverables;• 
Communicate effectively with the engagement • 
management team, report progress;
Provide business and technical guidance, identify • 
opportunities and contributing to bid processes;
Develop and implementing creative solutions for our • 
expanding client base;

RUSSIA | REF: DELOITTERUACCA002

tO APPLY FOr AnY OF the POSitiOnS BeLOW PLeASe 
viSit WWW.ACCACAreerS.COM Or SCAn the Qr CODe

www.accacareers.com
www.accacareers.com


This article provides an overview of 
the main changes to ACCA’s bye-
laws, regulations and Code of Ethics 
and Conduct, as published in the 
ACCA Rulebook, to take effect from 1 
January 2013. 

The changes to the Rulebook 2012 
have arisen from policy decisions  
over the past year, implementation  
of  existing Council policy or  
legislative/lead regulator requirements, 
or the necessary clarification of   
existing regulations.

Regulation changes arising from 
the Overview of  Regulatory 
Procedures Working Party
Many of  the substantive changes 
for the 2013 Rulebook have arisen 
from the recommendations of  the 
Overview of  Regulatory Procedures 
Working Party, set up in 2011 to review 
ACCA’s disciplinary and regulatory 
processes with particular reference to 
independence, fairness, proportionality 
and the public interest. These include:
Regulatory Board and Committee 
Regulations:

* the introduction of  legal advisers 
into ACCA’s disciplinary and 
regulatory arrangements. This  
move will further enhance the 
independence of  ACCA’s disciplinary 
and regulatory committees as the 
provision of  legal and procedural 
advice to committees will be by 
individuals independent of  ACCA. 
Consequential provisions are 
included in the Authorisation 
Regulations, Complaint and 
Disciplinary Regulations and  
Appeal Regulations;

* a reduction in the quorum of  each 
committee from four to three and 
the removal of  the requirement that 
a lawyer should serve on each 
committee, save that the chairman 
of  the Appeal Committee must be  
a lawyer.

Complaints and Disciplinary 
Regulations:

* a requirement that, where an 
assessor has reviewed an 
investigating officer’s decision  
to close a case and has decided  
that a report of  disciplinary 
allegations should be prepared,  
the report should be referred to the 
same assessor;

* an additional test of  whether there 
is a real prospect of  an allegation 
being found proved where an 
assessor considers a report of  
disciplinary allegations;

* an enhanced interim order regime;

* new procedures for the case 
presenter to apply to withdraw 
cases in place of  the case 
presenter’s current power to do so.

Appeal Regulations:

* a further tightening of  the criteria 
for lodging appeals in order to 
eliminate unmeritorious appeals.

Fees Regulations
The changes reflect the 2013 
membership fee, which is £205.

Membership Regulations
The principal amendments to the 
Membership Regulations:

* reflect that, from 2013, the 
Professional Ethics Module is 
mandatory for all students;

* clarify the prohibited activities of  
ACCA students;

* allow ACCA students who are 
members of  an IFAC member body 
outside the UK, Jersey, Guernsey 
and Dependencies, the Isle of  Man 
and Ireland (and holding practising 
certificates from those bodies), to 
engage in public practice;

* reflect the requirements of  the 
Criminal Justice (Money Laundering 
and Terrorist Financing) Act 2012 in 
the Republic of  Ireland with regard to 
anti-money laundering supervision;

* minimise the risk of  a member 
unreasonably avoiding removal from 
the register in respect of  CPD 
breaches or bankruptcy;

* provide that notices may be sent to 
an address nominated by the 
member which may not be the 
registered address. Similar 
provisions are included in the 
Complaint and Disciplinary 
Regulations and Appeal Regulations;

* provide flexibility so that, in 
exceptional circumstances, a hearing 
may proceed notwithstanding minor 
non-compliance with requirements 
for the service of  documents. 
Similar provisions are included in 
the Regulatory Board and 
Committee Regulations, 
Authorisation Regulations, Complaint 
and Disciplinary Regulations and the 
Appeal Regulations;

* amend Appendix 2 to reflect a 
change in policy to allow ACCA 
affiliates who have complied with 
other IFAC member bodies’ practical 
experience requirements, in some 
circumstances, to claim an 
exemption from the performance 
objectives component of  ACCA’s 
practical experience requirements.

Annexes to the Global 
Practising Regulations
UK Annex:
The substantive amendments to the 
UK Annex to the Global Practising 
Regulations remove references to 
the various Boards of  the Financial 
Reporting Council (FRC), which 
no longer exist following the FRC’s 
restructuring. Similar provisions 
are included in the Complaints and 
Disciplinary Regulations and the 
Appeal Regulations.
Republic of Ireland Annex:
The only substantive amendment to the 
Republic of  Ireland Annex to the Global 
Practising Regulations aligns the 

Refining the rules
ACCA’s Ian Waters outlines regulation changes for the 2013 ACCA Rulebook
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Regulations to the requirements of  the 
Criminal Justice (Money Laundering 
and Terrorist Financing) Act 2010, 
and requires members in Ireland who 
provide book-keeping services to obtain 
practising certificates from ACCA.

Designated Professional Body 
Regulations
These regulations have been amended 
to bring about consistency with the 
requirements for retail investment 
firms in respect of  commission 
following the FSA’s Retail Distribution 
Review. All references to ‘commission’ 
have been removed, as have several 
definitions that are no longer required.

Irish Investment Business 
Regulations
Substantial changes have been made 
to the Irish Investment Business 
Regulations. These have been 
reformatted in order to clearly require 
firms to comply with the Consumer 
Protection Code issued by the Central 
Bank of  Ireland, as well as the 
Minimum Competency Requirements. 
This has given rise to the deletion of  
many regulations, in order to avoid 
duplication with the requirements 
set out in the Consumer Protection 
Code and the Minimum Competence 
Requirements themselves.

Authorisation Regulations
In addition to the amendments 
outlined earlier, the only other 
substantive change to the 

Authorisation Regulations reflects an 
interim order regime consistent with 
that of  the Complaints and  
Disciplinary Regulations.

Complaints and Disciplinary 
Regulations
In addition to the amendments 
outlined earlier, the substantive 
changes to the Complaints and 
Disciplinary Regulations:

* provide that deemed notice 
provisions apply to complainants as 
well as relevant persons. A similar 
provision is included in the Appeal 
Regulations;

* give the chairmen explicit powers to 
give case management directions. A 
similar provision is included in the 
Appeal Regulations;

* explicitly allow discretion for ACCA 
to extend the time limit by which 
complainants may request reviews 
of  decisions to close cases in 
limited circumstances.

Appeal Regulations
In addition to the amendments 
outlined earlier, the only other 
substantive change to the Appeal 

Regulations provides that, if  the 
chairman grants permission to 
appeal an order which was made with 
immediate effect, he may also grant a 
stay of  the order if  it is justified in all 
the circumstances.

Code of  Ethics and Conduct
In order to clarify the requirements 
of  the Code concerning descriptions 
of  firms, an amendment has been 
made to Section B4 to add the term 
‘statutory auditors’ to the list of  
descriptions that should not form part 
of  a firm’s name.

Other changes to the Code include 
the clarification and strengthening of  
the requirements concerning the use 
of  the ACCA logo.

ACCA’s Rulebook can be viewed on 
ACCA’s website at: www.accaglobal.
com/rulebook

Ian Waters is regulation and  
standards manager at ACCA
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01  Left to right: Jan Niedziałek TVN CNBC, Elena Bernardo, McKinsey & 
Company, Juergen Kahmann, Agentrics, Marcin Mądry, Platan Group, Alex 

Saric, Ariba, and Chris Waters, Cisco Systems

Financial managers are unlikely to see 
an early resolution to the global crisis, 
heard a recent CFO European Summit 
held in Warsaw. That was the common 
view of speakers at the ACCA-
organised event. Finding external 
funding for their companies will 
remain difficult and managers will be 
under pressure to make cuts in costs. 
With the environment in which they 
operate undergoing major changes, 
business as usual is not an option.

The keynote address on the causes 
and consequences of  the financial and 
fiscal crises was given by Leszek 
Balcerowicz, who as finance minister 
was the architect of  the Polish transition 
to a market economy. He located the 
origins of  the crises in mistaken 
government policies, ranging from 

NO QUICK FIX FOR GLOBAL CRISIS

politicised credit allocation, 
expansionary fiscal policy and monetary 
policy that ignored asset price 
developments to subsidies for 
mortgages, and acceptance of  the 
further growth of  already large financial 
institutions, which benefit in good times 
from low risk premiums and in bad 
times from pressure on policymakers  
to bail them out.

Balcerowicz is hostile to bailouts of  
crisis-hit countries, which do not solve 
core problems, but at best buy time. 
Financial consolidation and the 
elimination of  policies that caused the 
crisis are required. He also opposes the 

The principles of procurement remain the same, but there’s greater emphasis 
on it in bad times, panellists told the conference. With demand weak, purchase 
prices can be squeezed down; but there are risks, particularly regarding the 
reliability of suppliers. Purchasing managers must be increasingly able to 
cope with technical issues. 

The room for savings depends on the sector: in aircraft manufacture 
suppliers are fixed, but there is room for competitive tendering in other 
industries. And, while in the car industry CPOs report into boards, in many 
companies procurement is low in the hierarchy. 

A focus on procurement can pay off. Bank Santander achieved 13%-14% 
sourcing savings after introducing an integrated purchasing system tied to SAP, 
and is now ranked by The Economist as having the most efficient operations of  
any major bank, says Alex Saric, director of  EMEA marketing at Ariba.

   *SMART SHOPPING

quantitative easing (QE) and the 
monetisation of  public debt practised in 
the US and UK, which are delaying the 
reform and restructuring of  the economy.

For Daniel Thorniley, president of  
DT-Global Business Consulting, many of  
the CEOs he advises are overly optimistic. 
The reality is that bank lending is down 
4% year on year in the US, up 1% in the 
EU, and even in Poland year-on-year 
growth has fallen from 10% to 6%. And it 
will take at least five years to achieve a 
properly functioning banking union in the 
European Union (EU).

With the US political system non-
functional, even if  the ‘fiscal cliff’ of  
automatic spending cuts equal to 4% of  
GDP is avoided, it will be only the central 
bank’s low interest rates and QE that 
allow growth of  1.5% in 2013. 

Meanwhile, no country in the EU is 
growing faster in 2012 than 2011, 
except the oil-driven economies of  
Norway and Azerbaijan; only marginally 
positive growth can be expected next 
year, says Thorniley. If  Greece leaves the 
eurozone, which depends on German 
decisions, financial chaos will follow. 
Italy, Spain and Portugal will remain in 
the zone though, for the European 
Central Bank will inject massive liquidity.

ACCA’s Accountancy Futures 
Academy’s study (www.accaglobal.com/
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02  Leszek Balcerowicz, former 
Polish minister of finance 03  Stephen Welch, global director, 

Hay Group

Panellists agreed that raising 
corporate finance in whatever form – 
bank loans, share or bond issues or 
private equity – is going to remain 
difficult for most companies through 
2013. The exception is large 
companies, whose ability to raise 
funds through bond issues puts 
downward pressure on the interest 
rates at which banks lend to them.

Western banks have withdrawn 
€60bn from Central and Eastern 
Europe (CEE) since 2008, according 
to Miklos Kormos, managing director, 
Deutsche Bank London; Poland, 
though, which has kept on growing 
despite the crisis, remains an 
attractive market for bankers. James 
Cundy, co-head of  the corporate 
capital origination team, HSBC Bank, 
based in London, said that his bank 
prefers companies that operate 
internationally and is cautious about 
companies dependent on consumer 
or government spending. 

Small and mid-sized companies 
face greater difficulties in persuading 
banks to lend or in finding investors 
for their equity or bonds. Trust is 
key: only if  lenders and investors 
believe in companies’ strategies will 
funds be available. Meanwhile, fewer 
companies now meet private equity 
funds’ criteria for investment and it’s 
taking them longer and costing more 
to arrange co-financing with 
established partners.

In contrast to the Prague and 
Budapest exchanges, the Warsaw 
Stock Exchange (WSE) continues to 
fulfil its function as a locus for 
raising finance. The Polish exchange 
hosted the largest number of  Initial 
Public Offers in the whole of  Europe, 
both in 2011 (38) and in the first 
three quarters of  this year (12). And 
a market in corporate bonds, traded 
on the WSE’s Catalyst platform is 
slowly developing: in 2009 the face 
value of  bonds traded was less than 
1% of  GDP, whereas it’s now 6%.  
Seeking to boost investors’ 
confidence, the WSE is encouraging 
plans for the establishment of  a 
Polish rating agency, which may 
begin functioning in 2013.

 *RAISING FINANCE

futures), reported on in October’s 
Accountancy and Business (page 25), the 
findings of  which were presented to the 
conference, sees five forces shaping the 
business environment – global economy, 
business environment, innovation and 
change, society and work, and learning 
and development – and five forces 
driving change in the accountancy 
profession – trust and reporting, 
regulatory expectations, standards and 
practices, intelligent systems and big 
data, and organisational remit.

Management consultancy Hay Group 
meanwhile identifies six megatrends that 
will condition the environment in which 
financial managers operate in the period 
to 2030, says global director Stephen 
Welch, who presented the conclusions of  
its Leadership2030 research (www.
haygroup.com/Leadership2030).  

Globalisation will become more 
complex and Asia increasingly dominant. 
Climate change will push businesses to 
become ‘sustainable’ to survive. 
Demographic change will create 
migration, skill shortages and an 
intensifying war for talent. Growing 
individualisation and pluralism of   

values will mean that leaders will have  
to manage through influence rather  
than authority, which may not come 
easily to many. A digital lifestyle and 
work will increasingly let employees  
work anywhere and form powerful 
personal and business networks,  
while also turning customers 
increasingly into partners. And 
technology convergence promises 
unprecedented sharp technology shifts 
as nano-, bio-, information and cognitive 
technologies converge.

Consequences seen by Hay are that 
organisations will have to radically adapt 
their cultures, structures, systems and 
processes. The future lies with matrix 
structures, where information flows 
around the organisation in a way that 
renders traditional hierarchies irrelevant.

John Presland, consultant

2012’s CFO European Summit was the fifth 
to be organised in Warsaw by ACCA. This 
year continued the pattern of growing 
attendances with close to 200 financial 
specialists present. The event was jointly 
sponsored by HSBC and Euler Hermes.

www.haygroup.com/Leadership2030


(Top) Hon Christopher Mulenga MP, Zambian deputy minister of  health
(Bottom) Mark Millar, interim chief  executive, Milton Keynes NHS Foundation 
Trust, England and ACCA council member

The Zambian government has set 
itself the ambitious target ‘to provide 
equitable access to cost-effective, 
quality health services as close to 
the family as possible’. Achieving 
this objective will require significant 
health reform; limited resources, poor 
physical infrastructure, geography and 
sparse population in rural areas all 
hamper the delivery of health services 
and create challenges for policy 
makers and planners.

At a recent health conference 
organised by ACCA in Lusaka, the 
Zambian deputy minister of  health, 
Hon Christopher Mulenga MP, health 
policy makers and senior ACCA 
members employed in the health 
sector discussed how successful 
delivery of  the reform agenda would 
require input from accountants in three 
key areas: funding arrangements, 
adding value and governance.

Healthcare in Zambia is provided by 
a multitude of  providers, including the 
Ministry of  Health, church 
organisations, the private sector and 
alternative providers. However, the vast 
majority of  health facilities (1,489) are 
owned and operated by the public 
sector. These are supplemented by 122 
Mission Health Facilities and 271 
private health facilities.

The country operates a pyramid 
structure of  healthcare delivery:

* at community level, healthcare 
delivery is through health posts and 
health centres 

* at district level care is provided by 
level 1 hospitals

* at provincial level care is provided 
by level 2 hospitals 

* tertiary care is provided in level 3 
hospitals at tertiary level.

National units have been established 
to oversee specific health programmes, 
but the distribution of  health facilities 
is heavily skewed towards urban areas. 
This limits access to care in rural areas 
where only 46% of  the population live 
within 5km of  a health centre.

Zambia suffers from a chronic 
shortage of  clinical staff. In 2010, 
figures published in the National 

HIGH HOPES FOR ZAMBIAN HEALTH

Human Resources for Health Strategic 
Plan 2011–15 by the Republic of  
Zambia show that the number of  
clinical staff  in post, although 
increasing over time, was still 59% 
below the approved establishment level 
of  39,588. The report also showed an 
inequity in the distribution and skills 
mix of  workers.Medical equipment and 
drugs are also in short supply. This is 
partly due to lack of  funds, but also a 
result of  poor logistics and limited 
availability of  cold chain equipment.

Funding arrangements
Expenditure on health as a percentage 
of  GDP was 5.9% in 2010. The 
health budget is heavily supported by 
donor funding ring-fenced to specific 
programmes of  care, including HIV/
Aids, malaria and tuberculosis. As a 
percentage of  total health expenditure, 
donors contribute 42%, households 
27%, the government 25%, employers 
5% and others 1%, according to the 
2006 Zambia National Accounts.

Funding is allocated to districts 

taking account of  population and 
deprivation. The formula ignores key 
factors, however, such as the size and 
terrain of  a district, and is not 
sophisticated enough to be used at 
community level. The government is 
committed to refining the formula and 
is looking to accountants to help. This 
will require accountants gaining a 
better understanding of  how each 
health facility operates, including: the 
local demographics, the types and 
levels of  services provided, and the 
number of  patients treated. Without 
this data the government will not be 
able to achieve a more equitable health 
service in Zambia.

The government has promised to 
increase funding to the health sector in 
2013 to 11.3% of  the total annual 
budget. Although short of  the Abuja 
target of  15% (African Union countries 
met in Abuja in April 2001 and pledged 
to set a target allocation of  their 
annual budget to improve the health 
sector), it is a significant increase 
(40%) on the previous year.

‘AS THE ECONOMY GROWS,
ACCOUNTANTS NEED TO HEIGHTEN
THEIR PACE, ADD VALUE TO OUR
ECONOMY, AND SUPPORT OUR
DEVELOPMENT GOALS’

‘THOSE WORKING IN THE HEALTH
SECTOR MUST DEMONSTRATE HIGH
LEVELS OF TRANSPARENCY,
ACCOUNTABILITY AND RESPONSIBILITY
IN MANAGING FINANCIAL RESOURCES’ 
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Children play with 
balloons in front of their 
brick and tin-roofed 
house in Chirundu, 
Zambia.  The distribution 
of health facilities in 
Zambia is heavily skewed 
towards conurbations, 
which limits access for 
those in rural areas
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The new funding will be targeted at: 

* improving service delivery, 
especially in rural areas

* scaling up the provision of  essential 
drugs and medical equipment

* upgrading all hospitals, commencing 
with the three referral hospitals.

Adding value
However precise the funding formula, 
there will never be sufficient resources 
to fully meet demand. Whether funded 
through taxation, insurance schemes, 
charitable donations or a combination 
of  these, healthcare budgets worldwide 
are being strained by the need to fund 
new drugs, technological advances, 
changing disease patterns, ageing 
populations and the increasing 
demands of  patients.

There are questions that need 
answering before decisions can be 
taken on how and where resources are 
most appropriately invested to deliver 
best value for money. For example:

* Are the health facilities appropriate 
and sufficient to meet the needs of  
each area? If  there are insufficient 
health centres, then patients will 
self-refer to hospitals, where care 
costs more.

* How are funds currently invested, in 
primary and community care or 
more costly secondary care?

* How much does an episode of  care 
cost in each health facility and how 
does this compare in terms of  cost 
and quality with other providers?

* Are resources invested mainly in 

preventative care, such as 
immunisation or health promotion 
programmes, or in curative care? 
Preventative care is less costly, but 
the prevalence of  disease often 
requires significant investment in 
curative care.

* Is funding targeted at national 
health priorities? Zambia is 
committed to achieving the 
Millennium Development Goals, 
three of  which relate to health: Goal 
4: Reduce child mortality, Goal 5: 
Improve maternal health and Goal 
6: Combat HIV/Aids, malaria and 
other diseases.

At present, a lack of  data makes it 
difficult to answer these questions and 
so impossible to confidently assess 
whether the health service in Zambia is 
delivering best value for money.

Accountants, working in partnership 
with clinicians, can help provide 
answers to these questions and play a 
key part in helping the Zambian 
government meet its aim of  delivering 
a more cost-effective health service.

Governance
In addition to providing information for 
decision making, accountants have a 
critical role to play in ensuring sound 
financial management; an issue that 
rose to top of  the agenda in 2009 
following reported embezzlement 
of  donor funds. Global Fund 
spokesperson Marcelo Rojo said that 
an audit by the Global Fund’s Office 
of  the Inspector General (OIG) found 

that the Zambia National Aids Network 
(ZNAN) and the ministries of  Health 
and Finance had misused $10.7m 
of  Global Fund money. The alleged 
financial mismanagement led to the 
suspension of  a number of  grants and, 
as a result, patient care suffered.

The allegations highlighted 
significant weaknesses in the system, 
particularly in respect of  financial 
management and procurement. A 
systems audit has since taken place 
that will provide guidance on 
strengthening operational practices 
and improving governance procedures.

The Ministry of  Health and the 
Zambian government have said they 
‘fully acknowledge the critical role 
health plays in the development of  the 
country and that no meaningful 
development or economic growth can 
be attained when the population is 
faced with a huge disease burden’. The 
cost of  funding healthcare is, however, 
a big challenge; demand for care is 
insatiable and difficult decisions have 
to be taken over the prioritisation of  
services. Accountants have a key role 
in supporting delivery of  the health 
agenda. It is not enough for them to be 
simple number crunchers. They must 
ensure sound financial management 
and continually offer support to the 
decision-making process through the 
provision of  relevant, timely and 
accurate information.

Sharon Cannaby, head of health sector 
policy, ACCA



ACCA vice president 
Anthony Harbinson said 
global standards are key

Lorraine Holleway, chairman, 
ACCA Global Forum for Corporate 
Reporting – more on page 30

Hans Hoogervorst, International 
Accounting Standards Board 
chairman – more on page 30

Juthika Ramanathan, CEO, 
Accounting and Corporate 
Regulatory Authority, Singapore, 
spoke on the professions’ future

ACCA president 
Barry Cooper 
addresses the 
gathering and 
(inset) talks with 
other delegates

A high-profile group of 56 senior 
ACCA members representing more 
than 40 countries gathered in 
London in November for ACCA’s 
International Assembly 2012 to 
discuss key issues, both for ACCA 
and the wider profession.

Focused on the theme of  ‘Delivering 
value’, delegates shared feedback with 
and posed questions to ACCA’s senior 
management. They also considered how 
ACCA delivers public value, what it 
means for ACCA to be a digital 
organisation, and the future of  the 
profession. ‘Given the challenging 
economic environment in which we all 
live and work, more than ever it is 
important that the accountancy 
profession proves its value to society,’ 
said Professor Barry Cooper, ACCA 
president, in his opening address. 

Chief  executive Helen Brand outlined 
ACCA’s continued focus on creating 
value for members, employers and 
wider society through a range of  
initiatives. She thanked delegates for 
the contribution they make to ACCA. 
‘Engaged and passionate members 
are the lifeblood of  any successful 
professional body,’ she said.

ACCA’s officers shared their views on 
how ACCA delivers value in a variety of  
environments. Cooper focused on the 
value of  emerging capital markets and 

GLOBAL GATHERING
Members from over 40 countries discussed issues facing 
the profession at ACCA’s International Assembly

the role the profession plays in 
supporting them. ‘Emerging capital 
markets need increasingly transparent 
corporate governance and ethical 
business approaches to encourage 
investor confidence,’ he said. ‘This is 
where we add value. As a global 
profession and a global accountancy 
body, we operate to break down barriers 
utilising an ethical and sustainable 
approach which for ACCA is based on 
our own fundamental principles: 
integrity, objectivity, professional 
competence and professional behaviour.’    

Speaking in front of  a screen 
showing the constantly growing world 
population, ACCA deputy president 
Martin Turner considered the role of  the 
profession in encouraging sustainable 
development. He outlined recent 
developments in integrated reporting 
and sustainability disclosure – including 
the publication of  ACCA’s own first 
integrated report in 2012. ‘ACCA has 
been the oldest advocate of  sustainable 
reporting in the profession,’ he noted. 

Turning delegates’ attention to the 
public sector, ACCA vice president 
Anthony Harbinson highlighted the 
importance of  the application of  global 
accounting standards and the value of  
external and internal audit. ‘The public 
sector will be feeling the fiscal squeeze 
for a long time,’ he noted. ‘The 

professional’s role is to ensure 
awareness, openness and transparency; 
it is about ensuring clarity, about 
delivering value for money, along with 
clarity of  thought and policy.’

Neil Stevenson, ACCA’s executive 
director – brand, focused on the future 
of  the professions and how their role is 
being influenced by developments in 
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‘AS A GLOBAL PROFESSION AND A GLOBAL ACCOUNTANCY BODY, 
WE BREAK DOWN BARRIERS UTILISING AN ETHICAL APPROACH’

Zhou Qinye 
of Shanghai 
Stock Exchange 
received an ACCA 
Achievement Award

Ian Powell, chairman and 
senior partner of PwC UK, 
flanked by ACCA president 
Barry Cooper and chief 
executive Helen Brand

Delegates and staff including chief executive 
Helen Brand (far right) arrive for joint International 
Assembly/ACCA Council dinner

ACCA deputy 
president 
Martin Turner 
championed 
accountants’ 
support for 
sustainable 
development

business and society. ‘To ensure its 
ongoing reputation and value, it is 
essential that the accountancy 
profession continues to operate as a 
guardian of  integrity,’ he said.

Former vice president of  the 
Shanghai Stock Exchange Zhou Qinye 
was presented with an ACCA 
Achievement Award for his work at the 

stock exchange, with ACCA, and as a 
finance and education professional at 
universities in China.

During a powerful session on ‘Policy 
impact’, delegates also heard how ACCA 
seeks to make policy that is credible, 
reliable and well informed, thereby 
enabling ACCA to enhance the strength 
and relevance of  the global profession. 

‘Policy is about achieving change – with 
politicians, with regulators, with our 
customers and with other stakeholders,’ 
said Sue Almond, ACCA’s technical 
director. 

Brendan Murtagh, former ACCA 
president and founding partner of  LHM 
Casey McGrath in Ireland, highlighted 
the value that ACCA brings to IFAC’s 
International Auditing and Assurance 
Board, which he joined in January 2012. 

Mohua Rashid, head of  ACCA 
Bangladesh, argued the case for ‘how 
global policies can be used with impact 
in a market – how the global can be 
made local without diluting the policy 
message or indeed the impact’. 

   
Sarah Perrin, journalist

For more from Hans Hoogervorst, see 
page 30 
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Confidence in the global economy fell in the third 
quarter of 2012, according to a worldwide survey 
of 2,500 members of ACCA and the IMA (Institute 
of Management Accountants).

The quarterly Global Economic Conditions Survey 
(GECS) shows that around two-thirds now believe the 
global economy is stagnating or reversing. Analysis 
suggests this latest fall in confidence is due almost 
entirely to negative business fundamentals – demand, 
access to finance, late payment and inflation – rather 
than sentiment, with SMEs the worst hit.

The survey reflects continued uncertainty across 
Asia Pacific, which is still feeling the effects of  the 
economic downturn in China. 

But there was a glimmer of  hope from western 
Europe, where the beginnings of  a credible plan to 
resolve the region’s sovereign debt crisis were 
discerned. The Middle East is now the most 
confident region, although Africa continues to slow 
down as it has throughout the year.

Capital spending fell around the world in the 
quarter. Growth remained disappointing, with just 
7% of  respondents reporting plans by organisations 
to increase investment. 

The full GECS is at www.accaglobal.com/access.

FINANCE BOOSTS FEMALE CAREERS
While finance is often seen as a male profession, 
a new report commissioned by ACCA and the 
ESRC (Economic and Social Research Council) 
from Cranfield School of Management shows that 
a financial qualification or a background which 
demonstrates substantial financial acumen is seen 
as a catalyst for women getting onto the boards of 
FTSE companies in the UK. 

Analysis for the report shows that, proportionally, 
women appear to be more successful in attaining 
executive roles where they have a financial 
background. Of  female executive directors 45% are 
financially qualified while 65% in total have a 
financial background, compared with 26% of  their 
male colleagues being financially qualified and 44% 
having a financial background. 

The report, Women in finance; a springboard to 
corporate board positions?, is available at www.
accaglobal.com/transformation.

Confidence 
takes a dive
Latest ACCA/IMA quarterly global 
economic survey makes grim reading

FUTURES OUT NOW
The latest edition of ACCA’s research 
and insights journal Accountancy 
Futures includes interviews with 
Olympus whistleblower Michael 
Woodford, the Bhutan MP working 
to a happiness index, and the global 
CFO and other top finance bosses at 
consumer giant Unilever. 

The ‘Undercover Economist’ Tim 
Harford also features with the lessons 
of  industrial disasters for banks, as 
does auditing for human rights, and a 
great deal more.

You can read an electronic version at 
www.accaglobal.com/futuresjournal

NEW APP FOR OUTSOURCING 
A new release 
of ACCA’s 
Research 
and Insights 
app explores 
the subject 
of finance 
function 
transformation, 
with a 
particular 
focus on shared 

services and outsourcing. 
Downloading the app allows you to 

read highlights of  ACCA’s research in 
this area, see what CFOs are doing by 
making use of  interactive graphics, 
and watch videos of  leading experts in 
the field of  finance function 
transformation offering insights. 

This is the second release of  the 
Research and Insights app – the first 
covered risk management – and there 
will be further releases on different 
issues every few months. 

To download the free app, visit  
www.accaglobal.com/riapp, or just 
search for ‘ACCA Insights’ in the iTunes 
App Store.
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