AB

ACCOUNTING AND BUSINESS INTERNATIONAL 09/2013

MEASURING
HAPPINESS
NEW WAYS TO SIGNIFY WORLD PROGRESS

INTERVIEW

MICHAEL ANDREW, GLOBAL CHAIRMAN, KPMG
CSR US DEVELOPS SUSTAINABILITY ACCOUNTING STANDARDS
AFRICA UNITY IS NEEDED, SAYS OUR NEW COLUMNIST
CPD TECHNICAL INSURANCE CONTRACTS

EXECUTIVE EDUCATION

Delve into the background of
Asian fundamentals through
eye-opening perspectives
NUS Business School
Executive Education programs
Authentically Asian insights

U P COMING
PROGRAMS

Accounting & Finance for
Non-Financial Managers
23 – 27 Sep 2013
24 – 28 Feb 2014

Asian Family Business Program
18 – 20 Nov 2013

General Management Program
25 Nov – 6 Dec 2013

Leadership Development
Program

New Manager’s Program
25 – 29 Nov 2013

Strategic Human
Resource Management
2 – 6 Dec 2013

Strategic Management Program
7 – 11 Oct 2013
10 – 14 Feb 2014

Women in Leadership
18 – 22 Nov 2013

25 – 29 Nov 2013

Negotiations & Influence
in Asia
11 – 15 Nov 2013

Register and pay early to enjoy up to 10% savings. Corporate volume and NUS alumni
discounts are available. Terms and conditions apply.
For enquiries, call +65

LEADING FROM ASIA

6516 7872 or visit executive-education.nus.edu/acca

WELCOME

Welcome

A FRESH TAKE ON CONTENT

We’ve been busy over the last few months redesigning
the magazine. While it’s true that a desire to bring
our design up to date has been a driver for this, it
was only one of them. Our main aim is to meet your
needs, and readership surveys have highlighted
the demand for management, strategy, technical
and careers material, so we’ve rejigged our content
planning and magazine structure to reflect this.
Another driver is the recent launch of our downloadable iPad versions – see
right – which means we need a design that works well on screen as well as
in print. Hence the clearer online links at the end of articles and new design
features to aid navigation.
None of this means we’ve changed our core offering, and readers will recognise
much on the pages that follow. There are news and technical updates to keep
you abreast of developments affecting the profession, and interviews with senior
figures. In this edition, we talk to Michael Andrew, global chairman of KPMG, and
the first of the Big Four chairmen to be based in Asia (page 12). We also interview
International Accounting Standards Board chairman Hans Hoogervorst (page 36).
There are insights into the working lives of those at other stages in their
careers, technical articles linking to online questions to help you with your
continuing professional development, as well as longer articles exploring a range
of issues that will affect the lives of finance professionals now and in the future
– in this issue, for example, we look at the changing investor landscape and
its impact on corporate reporting (page 38). I’m also very pleased to welcome
Alnoor Amlani, our new regular columnist writing on Africa.
We aim to provide you with a satisfying and useful monthly read that will
help and inspire you in your day-to-day work, strategy and planning, and career
development. I hope what follows goes some way towards meeting these aims.
Lesley Bolton, international editor, lesley.bolton@accaglobal.com
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NEWS | PICTURES

▼ ZIMBABWE GOES TO THE POLLS

Voters in Harare wait to cast their votes during Zimbabwe’s general
election. The ruling Zanu-PF party won two-thirds of the seats

▼ GILLARD LOSES LEADERSHIP

Ahead of this month’s general election, Julia
Gillard was ousted as prime minister and Labor
leader by long-time rival Kevin Rudd

▲ CALLING TIME ON THE TELEGRAM

India’s telegraph service was discontinued in
July due to declining revenues. The service was
set up in 1851 by the British East India Company

ACCOUNTING AND BUSINESS

PICTURES | NEWS

◄ WARM WELCOME

US president Barack
Obama and Tanzania’s
president Jakaya Kikwete
greet Tanzanians in Dar
Es Salaam in July. Obama
is seeking to build a new
US economic partnership
with Africa

7

◄ NOT SO DOLCE VITA

Founders of fashion house Dolce &
Gabbana Domenico Dolce (R) and
Stefano Gabbana have received
suspended prison sentences for evading
tax on income of around €1bn

▼ DINING OUT ON CUTS

In a bid to boost tourism the Greek
government has reduced VAT on
food in restaurants, bars, tavernas
and hotels. The cut, from 23% to
13%, will remain in place until
31 December

▲ BANKRUPTCY BATTLE

Detroit’s emergency financial manager Kevyn Orr
must overcome stiff opposition from creditors in order
to obtain bankruptcy protection for the US city, which
is US$18bn in debt

ACCOUNTING AND BUSINESS
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NEWS | ROUND-UP

News round-up
This month’s stories include a call for clearer UN sustainability targets, new anti-fraud
taskforces at the SEC, convictions over the Olympus scandal and moves on audit reports

PARA 47 TOO FUZZY

MORE LIGHT ON MINERS
There needs to be
greater transparency
and accountability in the
extractive industries, backed
by improved reporting
practices, the G8 group

ACCOUNTING AND BUSINESS

US BLOCKS ROTATION

The US House of
Representatives has blocked
proposals for mandatory
audit rotation. It approved
the Audit Integrity and
Job Protection Act by an
overwhelming majority
of 321 to 62. The draft
legislation, which will

now go to the US Senate,
amends the Sarbanes-Oxley
Act of 2002 and prohibits
the US Public Companies
Accounting Oversight Board
from requiring companies to
rotate auditors or requiring
public companies to use
specific auditors.

GSK IN BRIBERY STORM

GlaxoSmithKline has
admitted that senior staff
appear to have broken
Chinese anti-bribery laws.
Allegations that GSK
staff bribed doctors and
hospital administrators to
prescribe its drugs are being
investigated by China’s
anti-corruption authorities.
‘Certain senior executives
of GSK China, who know
our systems well, appear
to have acted outside of
our processes and controls,

REMITTANCES ON THE RISE

According to the World Bank, remittance flows to
developing countries have more than quadrupled
since 2000 and are projected to rise further.
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which breaches Chinese law,’
said Abbas Hussain, GSK’s
international president
for the region. GSK
subsequently said it would
cut the costs of its products
in China and ensure it was
contributing to China’s
economic, healthcare and
environmental needs.

SEC FRAUD FORCE

A financial reporting and
audit taskforce has been
set up by the US Securities
and Exchange Commission
to detect fraudulent and
improper financial reporting.
A second taskforce has
been formed to target
abusive trading and fraud
in securities issued by
micro-cap companies that
do not regularly publish
financial results. The SEC
action against accounting
and securities fraud will
be backed by a new Center
for Risk and Quantitative
Analytics, which is intended
to detect at-risk behaviour
and transactions.

TOO LITTLE DISCLOSURE

bn
$401

The UN’s sustainable
development targets
need to be clarified to be
effective, an ACCA report
has concluded. A survey of
49 sustainable reporting
experts found differing
interpretations of what was
meant by the sustainability
commitments contained
in paragraph 47 of the
outcome document from
the UN’s Rio conference last
year. The report, Paragraph
47: international perspectives
one year on, is available
at www.accaglobal.com/
accountability

of nations declared in
a summit hosted by the
UK. More transparent
reporting would reduce the
opportunity for corruption
and other illegality, said
the leaders of the world’s
most powerful nations.
They pledged to raise global
standards in the extractive
industries, including in the
recording of payments,
backed by action from
governments to enforce
standards compliance.

$515
bn

The consultation by the
International Integrated
Reporting Council (IIRC)
on an integrated reporting
framework has come to an
end. In its response, ACCA
said the proposals are ‘a
step in the right direction,
but need to be developed
further’. Richard Martin,
ACCA head of corporate
reporting, explained:
‘There remain gaps in the
framework that need to be
fleshed out. The framework
still needs to be fully
field-tested, and it would
help prospective preparers
greatly if IIRC were able
to provide case studies of
best practice across a range
of different organisations.’
The final framework will be
published in December.

TRENDS

IR CONSULTATION OVER

2014

2015

Greater consistency and
transparency in companies’
non-financial reporting
is required, according
to a report from ACCA
and Eurosif. Some 93%
of investors surveyed
said that improved
disclosure is required,
while 83% supported the
standardisation of reporting
frameworks for nonfinancial disclosures. Most
respondents rejected the
suggestion that sufficient
information is currently
provided to assess financial
materiality. ACCA said
the survey showed that

ROUND-UP | NEWS

EU proposals to improve
reporting through the use of
mandatory key performance
indicators could be
improved on, and companies
would benefit from guidance
on implementing them.

AUDIT REPORT REMODELLING
Audit reports will be transformed under a fundamental
reform, the International Auditing and Assurance
Standards Board (IAASB) has announced.
There will be more information about going concern,
the auditor’s independence and, for listed companies,
disclosure of the auditor’s engagement partner. ‘We
expect the proposed new and revised standards will result
in substantive changes to how auditors contemplate and
approach communication to users of their reports,’ said
IAASB chair Arnold Schilder.
See ‘IAASB: June meeting’, page 55.

EY REBRANDS

Ernst & Young has been
rebranded as EY. The firm
also announced that Mark
Weinberger has taken over
as global chairman and
CEO. He has been global
and Americas head of tax,
and served on the global
and Americas executive. He
was also assistant secretary
for tax policy of the US
Treasury under President
George W Bush.

CONFIDENCE BOOST

Both business confidence
and optimism about the
global economy rose in the
second quarter of 2013,
building on the significant
gains in the first quarter,
according to the latest
Global Economic Conditions
Survey by ACCA and IMA
(Institute of Management
Accountants). Almost half
of respondents – 47% –
felt that the state of the
economy was improving
or about to do so, up from
43% in the first quarter.
This is the highest level of
optimism in two years and
is supported by a stream of
improving economic data.

SAC CHARGED

Four charges of securities
fraud and one of wire fraud
have been lodged against
SAC Capital, one of the
largest hedge funds in the
US. The fund made a $616m
settlement of civil charges
alleging insider trading
earlier this year; SAC did not
admit liability. The charges
follow a joint investigation by
the Securities and Exchange
Commission, the FBI and
the US Attorney’s Office
in New York. It is alleged

9

that insider trading was
‘substantial’, ‘pervasive’ and
on a scale ‘without known
precedent in the hedge
fund industry’. SAC said
it had ‘never encouraged,
promoted or tolerated
insider trading’.

MIDDLE EAST PRESSURE
Professionals working in
the Middle East are under
growing pressure to deliver
more for less, according
to a study conducted
by recruitment services
provider ReThink MEA. The
study found the pressure
is compounded by poor
organisational structures,
lack of career progression
routes, and job insecurity.
The report also found
that cultural differences
can make it difficult for
professionals to reach a
consensus position in the
face of different stakeholder
interest groups.

GREEK TAX TRIAL

Greece’s former
finance minister George
Papaconstantinou is to
go to trial for allegedly
tampering with evidence of
tax evasion. He has been
accused of altering a list
provided by France’s finance
minister of 2,000 prominent
Greeks who had evaded tax
liabilities by using Swiss
bank accounts. The decision
to send Papaconstantinou to
trial was made by the Greek
parliament. He strongly
denies the charges.

NY BAN FOR DELOITTE

A Deloitte consulting arm
has been banned from
taking on work for financial
firms in New York State
for the next year. Deloitte
Financial Advisory Services
agreed to the suspension,
imposed after criticism
from the US Department of
Financial Services of work

undertaken for Standard
Chartered. The bank had to
pay more than $650m to
government departments
as a result of breaches of
US sanctions against Iran,
Myanmar, Libya and Sudan.
Deloitte FAS was found not
to have acted with sufficient
independence. No other part
of Deloitte is affected.

BANKERS FACE JAIL

Russia’s finance ministry
has drafted a law to make
the falsification of a bank’s
financial accounts a criminal
offence. The ministry said
that the measure was
necessary after it emerged
that 86% of banks that went
into liquidation between
2010 and 2012 had shown
evidence of falsified financial
results. Those found guilty
could be imprisoned for
up to four years and fined
up to one million roubles
($33,000).

»

OLYMPUS CONVICTIONS
Olympus’s former chairman and president Tsuyoshi
Kikukawa has been convicted in Tokyo of false financial
reporting, hiding losses of $1.3bn resulting from failed
investments. He was given a suspended three-year
prison sentence.
Two other Olympus executives were given suspended
sentences of three and two-and-a-half years. The fraud
came to light after another former president, Michael
Woodford, uncovered it and publicly disclosed the losses.
The three convicted executives admitted their role in the
accounting fraud.
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Contract

12%

Stay the same

6%

Compiled by Paul Gosling,
journalist

WORSE FOR WHERE?

25% CYPRUS

25% MAURITIUS

20% PAKISTAN

33% C
 ZECH
REPUBLIC

No answer

CHANGE AT PwC US

PwC has made changes
to its US operations
leadership. Advisory leader
Dana Mcilwain becomes
services leader, responsible
for consulting, deals and
forensics services, which
includes advisory, assurance
and tax. Assurance leader
Tim Ryan takes on the new
role of markets, strategy
and stakeholders leader,
focusing on long-term
strategy and overseeing
markets, regulatory affairs,
public policy, marketing,
human capital, corporate
responsibility and investor
relations. He will continue
to deal with audit quality,
relations with the PCAOB
and other regulatory
matters. Mcilwain and Ryan
will report directly to PwC
US chairman Bob Moritz. ■

71%

18% POLAND

More women can take
leadership roles in
Commonwealth countries
if six policy and strategic
measures are adopted, a
report from ACCA and the
Commonwealth Business
Council has concluded.
The recommendations
include creating a database
of women who are ready,
or have the potential, to
become board members,
to raise career aspirations
among women and to
disseminate information

11%

15% RUSSIA

WOMEN IN LEADERSHIP

A joint transition group is
to be established by the
International Accounting
Standards Board (IASB) and
the Financial Accounting
Standards Board (FASB) to
look at revenue recognition.
The transition group will
provide information on
potential interpretive issues
when entities implement
the revenue recognition
standard. This will help the
boards decide what action
to take to resolve problems.
The group will be formed
after the final revenue
recognition standard is
issued this year and wound
up before the standard takes
effect in 2017.

Nearly three-quarters (71%) of Asia-Pacific-based
CFOs believe that their businesses will enjoy year-onyear revenue growth in 2013, according to the Bank of
America Merrill Lynch 2013 CFO Outlook Asia report.

12% AUSTRALIA

Ghana’s government has
been challenged to adopt
sound public financial
management practices
and systems, including
full transparency and
accountability. The call for
improved administrative
structures came from the
former chair of the country’s
Public Accounts Committee,
Albert Kan Dapaah. He said
there were weaknesses in
Ghana’s financial reporting
because of a lack of
accountability for spending.

IASB-FASB TRANSITION

CFOs FORECAST GROWTH

1% ZAMBIA

GHANA CHALLENGED

in the media about the
impact of women in senior
leadership positions. It also
proposes the sponsorship of
best practice, more research
into existing practice and
the sharing of best practice
across the Commonwealth.

5% UGANDA

A good practice guide on
how to assess the risk of
bribery and corruption
has been published by
Transparency International.
Lead author was Will
Kenyon, a forensics
partner at PwC. The guide
includes a risk assessment
blueprint, which stresses
that leadership from
the top is essential in
combating corruption,
along with regular internal
communication. It also
contains a step-by-step
approach to assessing
and reporting issues. The
latest TI Global Corruption
Barometer reported that
over half of respondents
believe bribery has worsened
over the past two years.
www.transparency.org.uk

5% GHANA

ANTI-BRIBE GUIDE

TRENDS
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According to Gallup surveys, people who
expect their lives in five years’ time to be
worse than their current lives are as likely
to be found in countries with currently
high ratings as in countries with political/
economic uncertainties.
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CLOSE TO THE ACTION
The first global Big Four chairman to be based in Asia, KPMG’s Michael Andrew explains
why it’s important to be close to the world’s fastest-growing economies

B

2011

Michael Andrew was elected
chairman of KPMG International.

1995

CV

efore he took over as global chairman of KPMG in
2011, Michael Andrew had to give a presentation to
the global board and outline his priorities and vision
for the firm. He recalls: ‘I talked a lot about emerging
markets and the importance of Asia and I said to them that
at that point in time the office of the chairman should, in
my view, be located in Hong Kong. They accepted it.’ Not
long after, he became the first global chairman of a Big Four
accountancy firm to be based in Asia.
Born in 1956 in the Australian coastal city of
Maryborough, 260km north of Brisbane, Andrew has an
easy and forthright manner. He speaks a lot about the
benefits of being based in Hong Kong, close to the fastestgrowing economies in the world. The choice of location is
fitting, given the emphasis KPMG is putting on Asia.
In November 2012, for example, it was the first of the
Big Four accountancy firms to open an office in Myanmar. In
May, it expanded its practice in Mongolia. In 2010, it created
the KPMG Global China practice. Even if profit growth last
year was smaller in Asia Pacific than in the more developed
markets of the Americas, Andrew believes much of the
firm’s future is inexorably tied to emerging markets.
‘The whole reason I am in the job is emerging markets
and high-growth markets. This is where our future is and
getting it right in these markets today is critical to our
success in 10 or 20 years’ time,’ he says.

He was appointed KPMG’s Asia-Pacific
tax chairman and, two years later, managing
partner of KPMG Australia’s tax practice.
From 2001 to 2007 he was deputy chair
of KPMG Australia before taking over as
chairman until 2011.

1992

He was named partner in charge of the
KPMG international tax centre and an
executive of the global tax steering group.

1984

After six years at his first company, ICI,
stretching back to 1978, and faced with a
move to Papua New Guinea with his young
family (he has two daughters, now in their
20s), he instead joined Peat Marwick, the
firm that would become part of KPMG. He
became a partner four years later.

The 30-year journey
In some ways, his three-decade career at KPMG has been
driving him to this point. A gregarious Australian tax
specialist who studied commerce and law at Melbourne
University – he’s a qualified barrister and solicitor – he had
to learn accounting as a sideline during his first job. He
guided KPMG through much of its development in Eastern
Europe and was the author of the firm’s first Asian strategy
in 1993. ‘That is part of the reason why I located to Hong
Kong – it is far more central to emerging markets than New
York or London,’ he says.
In the two years since he took over the firm’s
chairmanship, he has spent 75% of his time travelling and
visited 73 countries. ‘You just can’t imagine how a boy from
Melbourne can be in meetings with Vladimir Putin and
Angela Merkel and be learning so much and, at the same
time, in a very Australian way, talk very specifically about
what needs to happen,’ he says.

ACCOUNTING AND BUSINESS

‘The majority of my time I spend in China, India, Asia.
After that, it would be Russia. After that, it would be Africa.
And after that, it would be South America. We are running
pretty well in New York and London. I would not be adding a
whole lot of value there.’
Setting up the chairmanship of the firm in Asia has set
KPMG apart from the other Big Four but the decision has
come at some cost, not least of which is distance from the
regulators in New York and London. On a more positive note,
setting up his office in Hong Kong has allowed Andrew to
take a hands-on approach to his job.
‘You have to lead from the front, particularly in emerging
markets,’ he says. ‘You have to understand the pulse of
the country. You have to be there. You have to build local
relationships. It’s amazing. I go to an emerging market and
I can meet anyone, whether it is the prime minister down.
They all want to meet.’

INTERVIEW | FOCUS
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*

*

‘As accounting evolves and
takes on a global dimension, young
professionals have to expand their
horizons if they aspire to meaningful
levels of success.’

*

For the fiscal year to September 2012,
KPMG International reported revenues
of US$23.03bn, up 4.4% on 2011.
The Americas reported the strongest
revenue growth, up 7% for the year,
compared with 1.1% in Asia Pacific.
Revenues in Europe, the Middle East
and Africa rose 4%.

*
*

In China, KPMG has a combined total
of 9,000 partners and employees.

KPMG services 82% of the Global
Fortune 500 companies in some capacity.

The result of this is good first-hand information that
helps both the network and clients and makes the global
chairman more relevant to the growth of the business.
All the travelling and relationship building in emerging
and established markets allows Andrew to be deeply involved
in issues of global policy-making.
He has also been heavily involved in not-for-profit
projects. In Australia, for example, he was a member
of the Business Council of Australia, chairman of the
Dowd Foundation, chairman of the Business Working with
Education Foundation, a council member of the Australia
Business Arts Foundation, and a committee member for the
Olivia Newton John Cancer Centre Appeal and the Prostate
Cancer Foundation. ‘Part of my community involvement
has become sort of public policy and trying to paint some
options for governments for the future,’ he says.

TIPS

BASICS

One of the Big Four global accountancy
firms, KPMG operates in 156 countries
through member firms that employ
152,000 people.

*

‘There are three areas in particular
for young accountants to consider.
The first is literacy in IT and its
various dimensions, like the ability to
analyse and understand big data, to
communicate online and master the
power of social media. Technology
literacy is going to be very important
because it changes the work profile of
what you do and how you do it.’

*

‘A second area is the ability to think
globally. This might be particularly
appropriate in a place like Hong Kong,
where many professionals are focused
on China to the exclusion of other
places in the world. If you ultimately
want to succeed, you are going to have
to work in several countries. You are
going to need a command of economic
forces because very few businesses
operate domestically in a globalised,
interconnected world.’

*

‘The third area is community
involvement, going beyond the
boundaries of the work and into
the communities themselves. If you
are in a position of authority you
have to understand a broader set of
stakeholders.’

Giving back
He says community involvement is important for businesses
in the years since the global financial crisis and that KPMG
encourages a high level of involvement among staff. When he
was chairman of KPMG Australia, for example, he expected
every partner to have a not-for-profit role. He believes such
roles give those in business a broader perspective as well as
making a positive contribution and generating trust.
‘One of the things to come out of the global financial
crisis is that the level of trust in business has fallen to an
all-time low,’ he says. ‘The only way to address this is to
demonstrate creative engagement going forward.’
Andrew is gregarious, a fast-talking man with a solid
grasp of the issues and a liking for cricket – he’s also a
golfer and an avid horse breeder. He believes there are three
priorities for the firm and the profession going forward.
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One is to shift the focus from traditional markets to
emerging markets.
‘The main thing is the thought process around the highgrowth markets – recognising that the future is shifting to
these emerging and developing countries and focusing the
right investment and strategy around these markets.’
A second priority is to go back and ‘think about the
lessons from the global financial crisis and how we should
be responding as a profession and as an organisation’.
A third is to streamline the firm’s offerings and focus
on a core set of services that meet clients’ needs and are
delivered with consistency and quality around the world.
‘A mistake all of the accountancy firms made in the
1990s was to build these huge consulting businesses that
had 68 different products,’ he says.
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▌▌▌‘YOU HAVE TO UNDERSTAND THE PULSE
OF THE COUNTRY. YOU HAVE TO BE THERE. YOU
HAVE TO BUILD LOCAL RELATIONSHIPS’
Andrew’s position allows him to introduce these priorities
into KPMG while giving him a front-row seat for the ongoing
efforts to introduce financial reforms in emerging and
developed markets. And from KPMG’s office in the Central
district of Hong Kong, he is particularly close to the reforms
under way in mainland China.
He believes there is a ‘genuine restructuring’ going on
there and that the country’s new leadership is taking the
most advantage of a short window of opportunity to deal
with legacy issues.
‘That is going to require some tough medicine on some
of those issues and, to their great credit, they are getting on
and doing it,’ he says.
In part, he sees his job as providing insight for colleagues
in New York, London or Frankfurt who may not have a
solid grasp on what is happening in China or other distant
markets. And he believes the path forward is one of
geographic diversity.
‘Most global companies will want equity in the US, equity

in Asia and equity in Europe. You want a
good balance of shareholders,’ he says.
And there are a number of markets
that present great possibilities,
particularly outside of the BRICS
(Brazil, Russia, India, China, South
Africa), which are countries dealing
with a host of individual issues and slowing growth.

Mexico top of the new wave
‘Among the countries that have really impressed me,
Mexico stands out,’ he says. He believes it will grow rapidly
over the next decade and has also been impressed by
Nigeria, another country where he has seen work ethic and
entrepreneurial spirit. Indonesia too has huge potential,
particularly given its Association of Southeast Asian Nations
(ASEAN) role, although he adds it needs strong leadership.
‘If I’m investing anywhere else in the world right now, I’m
investing in Mexico and South-East Asia. They are the two
that stand out to me.’
Alfred Romann, journalist
FOR MORE INFORMATION:

www.kpmg.com
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FOCUS | ECONOMIC INDICATORS

HAPPY TALK

In an effort to replace GDP as a measure of progress,
statisticians are trying to gauge happiness through tangible
life-quality elements. But will these be lost in translation?

W

hen the authors of the US declaration of
independence said that ‘life, liberty and the
pursuit of happiness’ were goals of their
nascent state, they knew what they were talking
about. For what is the point of life, and the freedom to
direct it, if it does not generate happiness?
Probably all political and religious creeds agree that
happiness is a good idea, but there is far less agreement
over what it actually entails. And there is even less consensus
over how to achieve happiness, especially via government
policy. But today, statisticians are trying to help
square that circle by measuring happiness and
linking it to tangible life-quality elements that
governments can change.
The goal is to improve on using
gross domestic product (GDP) as the
key benchmark signifying progress. It
has long been agreed that this is not
effective. For instance, in the 1990s,
academics at the Massachusetts
Institute of Technology showed that once
people had access to purchasing power
parity of around US$10,000-a-year, their
happiness did not deepen significantly as they
grew richer. Additional happiness was henceforth
boosted through non-economic emotional, spiritual
and other agencies.
This realisation has helped fuel an already existing
movement – promoted especially by the Himalayan kingdom
of Bhutan – towards producing policy indicators that assess
a society’s collective happiness or wellbeing, trying to
orientate government actions towards that end.
The UN General Assembly in August 2011 passed a
resolution that not only recognised ‘happiness as a universal
goal and aspiration’, but that ‘the gross domestic product
indicator by nature was not designed to and does not
adequately reflect the happiness and wellbeing of
people in a country…’ It asked member states ‘to
pursue…measures that better capture the
importance of the pursuit of
happiness…’ And
it asked those
governments
who had been
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developing statistical indicators measuring happiness to
share them.
The challenge has been accepted and national statistical
offices have started collecting this data in earnest. In March
this year, the world’s largest think-tank, the Paris-based
Organisation for Economic Cooperation and Development
(OECD), released its Guidelines on Measuring Subjective
Well-being. It claimed that this was ‘the first comprehensive
framework for internationally comparable and intellectually
robust data on this topic’, allowing ‘statisticians and
researchers to better measure how individuals
evaluate and experience their lives’.

Comparable indicators
Of course, a major problem with measuring
something as subjective as happiness
is making sure that indicators are
comparable and psychologically reliable,
so the OECD has taken a sophisticated
approach (see box overleaf).
These principles are, according to
an OECD note, ‘intended to be used as
a resource for data producers developing
their own surveys, but also include sections
that will be more relevant to potential users of
subjective wellbeing data such as policy analysts
and economists.’ That, essentially, is measuring
changes in psychological wellbeing against variables
that governments can do something about, such as
unemployment, health, education, income, housing or
maybe something as soft as social contact.
The OECD wants governments to link wellbeing
measurements to policy delivery, so that they not only
know how to make people happier, they know how much
it might cost. Research undertaken thus far, for instance,
has shown that anywhere in the world, unemployment
significantly reduces people’s happiness (they need four times
as much money in benefit to be as happy being idle); and also
that people particularly dislike commuting, regarding it as
dead time. So, wellbeing statistics
not only show how much
happiness can be
generated by creating
jobs and reducing
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▲ ON TOP OF THE WORLD

The mountain kingdom of Bhutan was the first country in the
world to introduce a Gross National Happiness index, which is
now applied to a range of government policies

▌▌▌‘WE CAN SAY HOW MUCH LIFE SATISFACTION
YOU CAN BUY FOR A DOLLAR‘
work journey times; by combining them with government
employment or transport budgets, they offer analysis on what
policy choices will boost wellbeing and their cost.
‘We can say how much life satisfaction you can buy
for a dollar,’ says Conal Smith, the OECD’s leader on the
development of international guidelines on the measurement
of subjective wellbeing. ‘It gives some empirical evidence and
that’s a large chunk of what policy is involved with.’
Rich-world governments are starting to take this on
board. The UK government, for example, has introduced
subjective wellbeing matrices into its policy assessment
guidance for state agencies.
Smith provides an example from a regional police force in
the UK, which conducted a subjective wellbeing assessment
of citizens, asking them what police services and service
delivery made them happy. It had been assumed that
response time to crime calls was critical; the sooner the
police arrived, the better. Not so. The research showed that
this was only the case for violent crime. When property crime,

such as burglary, happened, what was
more important was that the police
turned up when they said they would,
even in two hours’ time. Armed with
that knowledge, police managers were
able to devote more resources to responding swiftly to violent
crimes while scheduling officers to meet less urgent jobs.

Better Life Index
A ‘Better Life Index’ created by the OECD, suggests that
governments deepen this psychological data by linking
it to measurements of how societies fare in jobs, health,
housing and civic engagement. The OECD adds advice on
reporting and analysing the data collected, as well as ‘ways
of mitigating the effect of various sources of bias’, giving
examples of surveys and prototype questions.
‘Subjective wellbeing data can provide an important
complement to other indicators already used for
monitoring and benchmarking countries’ performance,
for guiding people’s choices, and for designing and
delivering policies,’ says Martine Durand, the OECD’s chief
statistician. ‘[But] to provide a fuller picture, subjective
wellbeing data must be examined alongside information on
more objective aspects of life.’

»
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▲ SIGN OF THE TIMES

Despite improvements in Egypt’s GDP, life expectancy and
education, the country’s happiness index fell in 2008-09 –
perhaps indicating the political turmoil ahead.

◄ GALLIC GLOOM

French mime artist Marcel Marceau. He is not alone among his
compatriots in having a long face; research suggests that the
French are more prone to pessimism than Anglo-Saxon cultures.

Common standards essential
It is important, says Smith, that there are common data
collection standards and methodology. Because the OECD
wants national statistical offices involved – and indeed
many already are – there is a real risk that if governments
develop their own metrics, these will not be internationally
comparable – and that reduces their value to governments
wanting to learn from other countries’ experience.
Imagine how much less value GDP measurements would have
if governments counted this key economic data differently.
There are inevitably some issues of cultural bias in
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OECD GUIDELINES
FOR HAPPINESS INDICATORS

happiness metrics; some countries’ cultures are more
prone to declarations of pessimism – for instance, France
– compared with some Anglo-Saxon cultures, such as
the UK and US). Indeed, some research has shown that
in wellbeing polls French natives tend to depress reports
of their happiness by between one-eighth and onequarter of a scale point, on a 0-10 scale, compared with
immigrants to France from a wide range of countries.
However, some clear messages are already emerging from
wellbeing data.
One is that being poor is no fun. Smith notes that less
developed countries such as Togo tend to have life evaluation
assessments of between 3.5 and 4, while richer countries
such as Norway and Denmark tend to be in the 7 to 8 range.
But the more detailed metrics are yielding important (and
more surprising) data, too. The US and Colombia have
similar life evaluation assessments, for instance. This has
surprised Americans and prompted questioning of how
Colombians can be happy in a drug-exporting country with a
terrible crime problem and a decades-long civil war. Yet data
showed high Colombian scores on family support and social
life, which outweighed the security difficulties.
To really underscore the potential importance of this
information, wellbeing assessments undertaken in Tunisia,
Algeria and Egypt showed a steep fall in happiness from
2008-9, even though for the previous decade regular
improvements in GDP, life expectancy and education were
logged. The wellbeing assessments were insufficiently
detailed to pinpoint what the problem was, but ‘the data
predicts the Arab spring’, says Smith. What might a sensible
government in the region have done if it had been more
aware of this data? Could revolutions, that took many by
surprise, have been headed off?
Which brings us back to Bhutan. It has developed its own

The OECD guidelines’ definition of subjective
wellbeing cover the following principles:
Life evaluation Subjects are typically asked how
satisfactory their life feels on a scale of one to 10.
This, the OECD has found, usually involves a mindful
cognitive assessment by subjects of their lives.
Affect A person’s feelings or emotional states, typically
measured with reference to shorter time periods – say,
how they were feeling at various points over the past
two days and what they were doing at the time. The
aim here is to get a true emotional gut-reaction feeling.
Eudemonia A sense of meaning and purpose in life,
or good psychological functioning. Here, for instance,
the OECD is measuring how good people feel about
the way their life is going and what contributes to that.
Satisfying employment and parenting are often cited
as strong positive elements.

precise metrics for a Gross National Happiness index since
fully democratic government was achieved in 2008 and it is
now applied to a wide range of government policies. As with
the OECD, assessments include psychological wellbeing;
health; time use; education; cultural diversity and resilience;
good governance; community vitality; ecological diversity
and resilience; and living standards.
However, Bhutan – which had a per capita GDP of just
US$2,284 in 2012 – has yet to dovetail its systems with
the OECD, which will make it hard for the time being to
check whether the home of gross national happiness is up
there with Scandinavians (Sweden has a per capita GDP
of US$57,948) in terms of national cheeriness. If it is, we
might all learn something.

■

Keith Nuthall, journalist
FOR MORE INFORMATION:

‘In pursuit of happiness’, Accountancy Futures, Edition 06
www.accaglobal.com/ab1
OECD Guidelines on Measuring Subjective Well-being
http://tinyurl.com/oecdwell
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THE GREAT SASB

SASB is developing standards for disclosure of material environmental, social and
governance issues not covered by the US SEC. Holly Clack and Andy Savitz report

W

hat would be the financial impact on a
multinational drug company if one of its
blockbuster drugs was counterfeited? How
big an economic loss would be suffered by a
commercial bank that found itself unable to attract the
top-tier talent it needed to meet its growth targets? How
will insurance company profits be affected if super storms
become the norm?
If you answered ‘I have no idea’, you’re not alone. Current
accounting guidance and practice don’t even attempt to
quantify the material social, environmental and governance
issues that most companies must deal with today. ‘The
relevance of accounting information in financial statements
is decreasing at an alarming rate,’ according to Baruch Lev,
a finance and accounting professor at New York University’s
Stern School of Business.
Existing accounting standards
were developed at a time when a
company’s growth and value depended
almost exclusively upon its access
to financial capital. Today the longterm performance and prospects of corporations also
depend on social and environmental capital, and market
values increasingly reflect these factors. As a result, triple
bottom line (TBL) reporting is becoming a fact of life:
such reporting increased from 20% to 53% by S&P 500
companies between 2011 and 2012, according to the
Governance and Accountability Institute. But it is critical to
move from reporting to valuation and to account for material
sustainability-related issues, so that they can be included in a
company’s financial disclosures.

to provide a more complete picture to investors and
other stakeholders.
Like F Scott Fitzgerald’s Great Gatsby, the great SASB is
nothing if not bold and full of hope. By 2015, SASB intends
to create accounting standards for about 80 industries
grouped into 10 sectors. SASB supporters believe that the
time is right for this ambitious effort. The American National
Standards Institute (ANSI) has accredited SASB to develop
these standards, thereby ensuring that the SASB process
will be ‘balanced, accessible and responsive’ and that all
stakeholders will be heard ‘without dominance by any party
and in a manner that is open to public scrutiny’.
Like Gatsby, the great SASB has opened its doors to the
world, and huge throngs have come to the party. It remains
to be seen whether these celebrants are merely the young

▌▌▌THE GREAT SASB HAS OPENED ITS DOORS
AND HUGE THRONGS HAVE COME TO THE PARTY

Enter SASB
The Sustainability Accounting Standards Board (SASB)
was created two years ago based on the idea that financial
reporting must reflect the reality of the TBL. SASB is
developing accounting standards for disclosure of material
environmental, social and governance issues that are not
addressed or disclosed by companies under the existing
rules and guidance in the US Securities and Exchange
Commission’s (SEC) Forms 10-K and 20-F.
Although SASB is not affiliated with the US Financial
Accounting Standards Board, it hopes to attain a similar
position in regard to non-financial issues to the one FASB has
achieved for financial issues, requiring companies
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and careless or serious players that can make meaningful
change happen. The evidence tends to suggest both. Although
hundreds of business leaders have participated in the
working groups, very few of them are senior and none of
them are official representatives of their organisations. So it’s
impossible to predict whether their companies will ultimately
support SASB’s efforts. That said, the draft standards that
have been developed thus far are thoughtful, rigorous, well
researched and practical. They also address some of the
biggest problems and opportunities facing the world.
To illustrate, the standards for the biotech and
pharmaceutical industries, released 31 July, set forth a
number of potentially material issues, including:
pharmaceutical water contamination – an
environmental risk;
access to medicines – a social opportunity; and
corruption and bribery – governance risks.
The guidelines explain each issue, provide evidence for its
potential material impacts on companies and investors, and
estimate the timing of the impacts. On counterfeit drugs,
for example, the guidance states that 10% to 15% of the
world’s drug supply is counterfeit, causing 100,000 deaths
annually. One illustrative case is counterfeit Avastin. Avastin is
a cancer medication produced by Roche’s Genentech division

*
*
*
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that typically sells for $2,400 per 400mg vial and generated
$5.8bn in revenues in 2012. The impact of fake Avastin on
Genentech includes reduced sales, potential liability and the
loss of consumer confidence in the short and long term.
Other standards affecting companies in the finance,
technology, communications, non-renewable resources and
transportation sectors are already well advanced through
SASB’s pipeline. In 2014, SASB will convene working
groups in services, resource transformation, consumption,
and renewable resources and alternative energy. SASB is
scheduled to wrap up with infrastructure in 2015.

Why is SASB important?
SASB standards will be a significant element of integrated
reporting, through which all material information on a
company will be disclosed in one place. If SASB succeeds, its
standards will eventually be incorporated into SEC regulated
disclosures.
Companies that are now reporting on the triple bottom
line using the Global Reporting Initiative (GRI) or other
sustainability reporting frameworks will need to measure,
discuss and report on material TBL issues in their financial
disclosures. Information that is not material to shareholders,
but is of importance to other stakeholders, may be included
elsewhere in the annual report, in a separate TBL reort, or on
the company’s website.
Although the SEC has asked to be briefed on SASB’s
progress on a quarterly basis, no commitment by the agency
is expected before the completion of the standards in 2015.
The green light is, if anything, further away than the one at
Daisy’s dock. SASB leadership is also meeting with the Public
Company Accounting Oversight Board (PCAOB), established
to ensure quality audits of public companies in an accounting
industry that was previously self-regulated, because its main
goal is the same as SASB’s – investor protection.

What should you do now?
The great SASB may not achieve all its aspirations, but it
should succeed in catalysing some important changes in
accounting and disclosure rules, especially if environmental
and social problems continue to dominate headlines and
impede economic growth. Accountants and auditors will
play an important role in the development, adoption and
implementation of the sustainability accounting standards.
Hopefully, the standards that emerge will be relevant and
useful and will come with the technical guidance required to
do the job. Accountants and auditors can:
Learn more by participating in SASB’s webinar series.
Email: learn@sasb.org.
Consider the kinds of material disclosures your company
or clients will need to make under emerging SASB
standards. Participate in an Industry Working Group,
review the industry-specific standards as SASB issues
them, provide feedback as appropriate or join SASB’s pilot
program commencing in 2014.

*
*

▲ HIGH AMBITION
Will The Great SASB
realise its bold vision?

SEC’s Regulation S-K, Item 303 – Management’s
* Review
discussion and analysis (MD&A) of financial condition
and results of operations, which requires disclosure of
any known trend, demands, commitments, events or
uncertainties that are reasonably likely to have a material
effect on a company’s operating results or financial
condition. This may become the selected ‘home’ for
reporting on sustainability accounting metrics and is
a logical place to see any such disclosures today if
corporations choose to make them.
Review the American Institute for Certified Public
Accountants (AICPA) AT Section 101 – Attest
Engagements, which governs how an attest engagement
should be performed, in the context of preparing for or
conducting an audit of sustainability accounting metrics.
Obtain specialised training, when it becomes available,
in order to better prepare for or conduct audits of
compliance with SASB standards.
Will the great SASB reach its ambitious goals? If F Scott
Fitzgerald knows, he’s not saying. ■

*

Holly Clack is a CPA and a senior director with Alvarez &
Marsal and Andy Savitz is an expert on sustainability and
founder of Sustainable Business Strategies
FOR MORE INFORMATION:

See www.sasb.org/standards-2/our-process
detailing SASB’s process for creating industry-specific
standards, and for more information about finance
and sustainability, go to www.getsustainable.net
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COMMENT | RAMONA DZINKOWSKI

Conflict minerals battle looms
Europe’s plans to stop mineral sales financing rebels in the Democratic Republic of Congo
promise a world of compliance and control trouble, as Ramona Dzinkowski explains
On 26 June the comment period
closed on the European Commission’s
draft disclosure rules on the use
of conflict minerals in goods made
by companies listed on European
exchanges. Although not expected to
be finalised until 2014, the rules will
be informed by the response to this
latest draft, and most likely a wide
variety of other consultation initiatives
between now and then. One insight
the Commission should perhaps take
note of is a glimpse of things to come
from across the pond.
On 11 July PwC provided a window
into what European regulators can
expect in year one, should they follow
the path of the Dodd-Frank Act. In
2008, Dodd-Frank required companies
using minerals from the Great Lakes
region of Africa to publicise their due
diligence practices to ensure those
mineral purchases were not financing
illegal armed groups fighting in the
Democratic Republic of the Congo and
surrounding regions. Such ‘conflict
minerals’ are often used in mobile
phones, video games, electrical
and heating products, metal
wires, jet engines, cameras,
computers and many other
electronics products.
The PwC study reveals that
the conflict minerals rule is
not widely understood in the
US. In the first quarter of
2013, over 25% of the 900
respondents to the survey
weren’t sure if the rule
applied to them.
Clearly EU regulators
need to make sure they have
a clear communications plan
in place before inking their
final draft. The complexity of
the Dodd-Frank rule also furnishes
an incentive to use plain English and
should inspire consultancies to tailor
their communications and services
to clients accordingly.
The study also revealed that the
project will require businesses to
invest a great many unautomated
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person hours in getting the job done.
Most of the information is gathered
by survey to suppliers, of which there
may be hundreds and many of which
are unlikely to be able to confirm their
specific sources.
Companies looking for an offthe-shelf technology solution will be
disappointed. PwC concludes: ‘There
does not appear to be a software
solution that supports end-to-end
compliance requirements for the
conflict minerals rule.’

At the same time, PwC points to
the potential bright side of the story. It
concludes that because the compliance
burden is expected to be so heavy,
companies are likely to refocus on
finding new opportunities in the supply
chain such as the discovery of price
differentials for the same materials,
or the potential for a conflict-free
reputation to improve the company’s
overall position in the market.
Those in the EU who would like
to see another option to the current
proposal, and those who hold out hope
for some legal recourse should the
EU rules turn out to be as unwelcome
as those in the US, should take note
of the recent US ruling against the
National Association of Manufacturers
in favour of the Securities Exchange
Commission. The NAM vs SEC
action claimed that elements of the
conflict minerals rule were arbitrary,
capricious and in violation of the First
Amendment (freedom of speech). Each
of these claims was quashed.
Other issues at hand were
arguments in favour of a de minimis
exception, eliminating the rule for
companies that would ‘contract
to manufacture’, and that the
disclosure requirements require
‘burdensome and stigmatising
speech’ contrary to the First
Amendment – all rejected.
As for reducing the use of
conflict minerals altogether,
the EU might expect its
current proposal to have a
similar effect to the DoddFrank rule – namely a de facto
embargo on minerals from the
DRC. Some of those minerals may in
fact not be conflict minerals at all, but
that’s another story.
Similar issues are not likely to
go unnoticed in Europe. The
European Commission plans on
publishing its report on the issue
later this year. ■
Ramona Dzinkowski is an economist
and business journalist
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Africa is not a country, or is it?
The journey may be fraught with difficulties, but Africa should be applauded for trying
to unify itself, says Alnoor Amlani in the first of his regular columns on the continent
One of the most consternating aspects
of being a writer from Africa is the fact
that most of the world thinks of the
continent as a single country. In the
mind of the Western thinker this place
is dark, poor, mostly undeveloped
and backward and it really makes no
difference if you are Kenyan, Ghanaian
or South African. Yet nothing could be
further from the truth.
But perhaps this is because
historically Africa has been treated
as such by the world. The continent
was ‘discovered’ rather late and the
world still feels guilty for exploiting
it for slaves and natural resources.
The world may have abolished slavery
and today the children of slaves
can become elected leaders, yet the
perception of Africa has changed
little. When Barack Obama visited
recently, Africans carefully noted
which countries he visited and
skipped, but Americans and the
rest of the world merely registered
that he travelled to Africa – where
all black Americans have their
original pre-slavery roots,
after all.
Africa is the second
largest continent
(after Asia) in
terms of size and
population, with over
one billion people
covering 3,000 or so
different ethnicities,
most of which have
distinct languages
and cultures. Africa has
50 or so states, all with
(usually) different agendas, and
working here therefore means
being aware of the differences
and the risks as well as
opportunities inherent in
these differences.
Consider this: 50 years
after shaking off the colonial
yoke, there is still no single
newspaper or television
station regularly covering Africa
exclusively. There is no single

stock exchange or commodity exchange
covering the continent either.
The differences are so vast in Africa
that in truth it struggles to unify itself.
There are various attempts at unifying
regions, such as the East African
community and ECOWAS (Economic
Community of West African States)
with common trade and currency, but
these have never gathered enough
momentum and never achieved
expected results.

The African Union (AU) (formerly the
Organisation of African Unity) has been
around since 1963 and has meetings
of heads of state regularly, but often
does not speak in one voice. Therefore,
when it recently sent out a clear
message that it would not cooperate
with the ICC (International Criminal
Court) in the trial of its leaders, it was
a rare common position.
The argument that the AU makes
is that the ICC is focusing undue
attention on Africa and ignoring cases
of crimes against humanity in Asia and
Europe. The AU has therefore refused
to cooperate with a ‘biased’ institution.
Sudan’s president Omar Hassan alBashir can thus travel freely within
the continent without fear of arrest,
despite having an ICC warrant out
on him for crimes against humanity.
The AU also wants the cases against
Kenya’s president Uhuru Kenyatta and
deputy president William Ruto to be
tried within the continent, though
the ICC does not agree.
These attempts by a vast
and varied continent to take
responsibility for itself in
an imperfect world should
be seen as a positive
development,
whatever we feel
about the guilt
or innocence of
the individual
leaders. Africa does
truly need to build
institutions, generate
a united front and focus
on getting its people out of poverty
and into the new age of technology
and inter-connectedness. The world
needs to recognise that this is a
process that will have hiccups and
take time, but that it is time that
Africa became a united post-slavery
force that can speak for itself.■
Alnoor Amlani FCCA is an
independent financial management
consultant in East Africa who writes
regularly on social and business issues
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COMMENT | BARRY COOPER

Fleshing out the framework
There is much enthusiasm for integrated reporting, but awareness and adoption could
be helped by fuller field-testing, says ACCA president Barry Cooper FCCA
By now I hope that many of you will have had the opportunity
to read ACCA’s annual report for the past year, and that you
have taken the opportunity to vote on the motions to be
raised at the forthcoming AGM.
For those of you who have looked at the annual
report, you will have seen that ACCA has continued
to lead the way in incorporating integrated
reporting concepts into its own reporting, by
providing as much relevant – and candid –
information as possible, and all within a report
designed to be accessible and concise.
It is because we have first-hand experience of
integrated reporting that we are ideally placed to
comment on any proposals which encourage more
organisations to produce integrated reports.
We recently responded to a consultation by the
International Integrated Reporting Council (IIRC) on
the integrated reporting framework, and cited our
own research which shows that many stakeholders
would welcome integrated reporting, seeing in it a
number of benefits such as a focus on the long term.
We believe the IIRC’s plans are right in principle
and there is a significant opportunity for the quality
of corporate reporting to be improved by giving
a more complete view of an organisation and its
prospects over a longer time-frame than is usually
covered in corporate reporting.
However, we believe that the framework needs to be
fleshed out and fully field-tested. We also think it would
help prospective preparers greatly if IIRC were able to
provide case studies of best practice across a range of
different organisations. These would also help promote
adoption and aid compliance in an area where there is much
enthusiasm but little awareness.
As this is my last column as president, I wanted to take
this opportunity to thank my Council colleagues for their
outstanding work, along with all the inspirational
members I have had the privilege of meeting
during my year in office. It has been an
honour and a joy to be your president
and I wish you well for the future. ■
Professor Barry J
Cooper FCCA is
head of the
School of
Accounting,
Economics
and
Finance
at Deakin
University,
Australia

FOR MORE INFORMATION:

ACCA annual report:
annualreport.accaglobal.com
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‘

CHINA’S EMERGENCE REPRESENTS GREAT
OPPORTUNITIES FOR BUSINESSES IN AUSTRALIA’
WENDY DAVIES FCCA, MIGRANT SERVICES PARTNER,
UHY HAINES NORTON, PERTH, AUSTRALIA
My team and I strive
to support businesses
new to Australia. We
provide vital information
and assistance to
entrepreneurs and
businesses arriving in
Australia and to others
who’re still overseas
but intend to relocate.
My clients typically
look for help to comply
with legislative and
visa requirements;
colleagues look after areas such as
business valuations and tax planning.
The highly specialist nature of
the work means many of the team –
including me – are migrants ourselves.
My clients are mostly SMEs but some
of our larger audit clients occasionally
need support if they’re bringing an
employee over from elsewhere in
the world.
China’s influence in Asia Pacific
can’t be ignored. It represents great
opportunities for Australian and
foreign-owned organisations here,
especially for inward investment and
jobs, as well as overseas customers
for our mining and resources sector.
More than 40% of migrants now come
from Asia; more Chinese professionals
are joining the workforce or starting
up businesses.
The search for talent is competitive
in Australia. Historically, it’s been
something of a battle for businesses,
especially in Western Australia
where I work. They’ve had to look
offshore for professionally qualified
people to complement those locally
trained. Competition for the best
people is still keen – and as other
economies recover, the number of
overseas opportunities for finance

professionals trained
here may mean
competition simply
becomes stiffer.
There’s a more
conscious effort by
businesses to attract
and retain good
people, reaching out in
particular to those with
niche skill sets – people
who, after all, are the
managers and partners
of the future. Investing
in technology, offering structured
career paths and creating a workplace
culture that encourages and rewards
teamwork and service excellence
are important components of the
overall offer.
Ambitious, newly qualified
accountants need to think about how
they can accelerate their career. The
‘business partner’ capacity, which
clients increasingly seek, makes it a
good idea to identify opportunities that
play to your strengths but also stretch
your ability.
I recently heard Bob Geldof speak
at a networking event in Perth. His
commitment to specific goals made
a big impression on me. He’s a great
example of someone so focused on
commitment that it drives everything
he does, whether the goal is personal
or professional.
I am passionate about running. I
started three years ago and run two
or three times a week, playing loud
music. It’s a fantastic way to keep
stress at bay. ■
Interested in appearing on this page? If
so, please contact Lesley Bolton
lesley.bolton@accaglobal.com

SNAPSHOT:
INSOLVENCY
The insolvency sector is
important for the global
economy as a whole. The
smooth entry and exit of
businesses helps make an
economy competitive.
With the increase in recent
years in companies requiring
liquidation or administrative
receivership, insolvency
practitioners are in demand.
Opportunities are best in
regions where business failures
continue to rise, although
there are also excellent roles
for insolvency specialists
in regions where things are
looking up. Business failures
have fallen sharply in North
America but risen strongly in
Eastern Europe.
Susan Drew, senior
regional director of Hays
Accountancy and Finance in
Australia, says: ‘In Australia
the accounting profession
continues to be a candidateshort and job-rich market, and
there is still ongoing demand
for insolvency professionals
in larger firms in response to
global economic trends.’

17.5%

According to D&B’s Global
Business Failures Report, last
year saw rising insolvency
levels in Australia, Hungary,
the Netherlands, Poland,
Portugal and Spain. Insolvency
levels fell in Finland, Germany,
Latvia, Lithuania, Norway
and the US. The sharpest fall,
17.5%, was in North America.
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Polish pioneer
Romek Lubaczewski FCCA, consulting leader for Poland at PwC, helps clients establish
shared service centre and business process outsourcing centres around the world
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2009

PwC,
consulting
leader for
Poland

CV

There are lots of ACCA members
among PwC’s partners and employees.
But few of them can claim, like Romek
Lubaczewski, to have been recruited
by the firm not once but three times
and to be the first person in their
country’s PwC organisation to have
become FCCA.
Born in London to Polish parents,
Lubaczewski moved to Poland in 1989,
when he and his father took advantage
of the last communist government’s
liberalisation and acquired a car
parts business. And then came the
earth-shaking election victory for the
opposition – kept off the front pages by
the Tiananmen Square massacre that
occurred on the same day – that led
to Central Europe’s first government
headed by a non-communist since
1948 and rapidly to the collapse of
communism in the whole of the region.
When Lubaczewski met the head
of Arthur Andersen’s fledgling Warsaw
office in 1991, his Polish was good and
his experience as an Englishman of
the rapid course of massive economic
change was all but unparalleled. That,
he says, was one of the most important
days in his life, for Duleep Aluwihare,
now a managing partner at EY Poland,
offered him a job – not because of his
accounting qualifications, for he had
none, but because of his knowledge
and enthusiasm.
The job was important and so was
the Arthur Andersen boss’s insistence
that Lubaczewsk begin accountancy
studies with ACCA. And while he kept
working on his studies, daily work for
the firm as a very junior accountant
brought him into contact with
businesses in transition in all areas of
the economy.
Crucial was his work on
preparations for the privatisation – by
sale to FIAT – of car manufacturer
FSM. FSM had major cashflow
problems and Lubaczewski worked on
those week by week trying to collect
the cash to pay the bills to keep the
company afloat. It was that work,
which brought him into daily contact
with the chief accountants in FSM’s
16 plants, which led to his recruitment
for the first time by Price Waterhouse,
which had won the contract for the
audit of FSM.
It was a year later in 1994 that
Lubaczewski became the first of Price
Waterhouse Poland’s employees to gain

2005

PwC, partner in PwC’s
Advisory Division

1999

PwC, business process
outsourcing manager

1997

Tesco Poland, finance
director

1993

Price Waterhouse,
consultant

1992

Arthur Andersen,
associate

1989

Warsaw car parts
business, co-owner

the ACCA Qualification. He remembers
that day as being ‘amazing. It didn’t
change my life, but if I hadn’t done it
I wouldn’t be where I am today. I knew
that day that it was a stepping stone to
better things.’
Price Waterhouse was then moving
beyond audit and tax into consultancy.
Lubaczewski went into consulting and
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I could be sitting in meetings just a
couple of chairs away from President
Lech Walesa and talking about a
project we had been working on. And
the normal people I was dealing with,
people who’d been in accounts for 15
or 20 years, were keen to listen and not
negatively disposed to some smartarsed consultant half their age.’
If you work in consulting at a big
firm then as time passes, like many
people, you may feel an urge to prove
to yourself that what you’re talking
about you can literally do, implement
and see all the way through. So after
close to five years at Price Waterhouse,
Lubaczewski let himself be tempted
away by the offer of the position of
finance director at Tesco Poland, which
was about to make the transition from
running some small businesses to
operating big hypermarkets.
Handling the financial parts of the
change was exciting, but there wasn’t
quite enough going on. ‘In consulting
you work on a project, you implement
change, you help them out and then
you leave and start another project.
That reboosts your energy level,’ says
Lubaczewski, explaining his decision
to succumb to PwC’s offer to return to
the firm.
The last project he worked on before
leaving had been preparation for a
new business PwC was starting called
Business Process Outsourcing. Now he
was called back to work in it. PwC was
taking on accounting services for two
major clients – British Petroleum and
International Paper – and Lubaczewski
was now in outsourcing, the business

▌▌▌CONSULTING WAS NEW, FUN AND EXCITING
– YOU WERE NEVER QUITE SURE WHAT WAS
GOING TO BE THERE THE NEXT WEEK
recalls: ‘I was pretty much the first
employee. They brought a partner from
the UK and his first present when he
landed was me. Consulting was new,
fun and exciting – you were never quite
sure what was going to be there the
next week.
‘I would never have been allowed
in the UK to do the kind of things I
was doing. How many accountants in
London with three years’ experience
get to meet a country’s president? But

in which he has made his name.
After PwC internationally withdrew
from BPO and the BP business
passed to IBM and the IP business to
CapGemini, Lubaczewski worked with
US HR outsourcing company Exult on
establishing not just a centre in Krakow
but its whole BPO business in Central
Europe. He was then recruited by PwC
for a third time to take up his current
role advising clients in Poland and
internationally on outsourcing.

»
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PwC has been in
Poland since 1990
It has 1,700 staff
in seven cities –
18 audit partners,
17 consultancy
partners, 16 tax
partners
In seven of the
last 10 years PwC
has been voted
the best firm to
work for in Poland
by the AIESEC
student poll
Over half its
employees in
Poland are women.
It’s lower among
senior managers,
but they include
country managing
partner Olga
Grygier-Siddons.

Lubaczewski helps clients establish
shared service centre (SSC) and
business process outsourcing (BPO)
centres around the world – recently in
North America, Romania and Ukraine.
And big projects often come to him
from elsewhere in PwC, particularly
from the US. How to pick up and move
work, documenting and shadowing
work processes, knowledge capture,

from one location to another to do
that work. ‘If French accountants are
sending information in French, you
need French speakers to talk to them
and you need an understanding of
French accounting practices too. And
your people need to speak English as
well, because we’re aiming to unify
the workload for a client operating in a
number of countries and the common
language isn’t going to be Polish. But
those needs are clear enough.
‘You can say it’s the systems, but
that’s not what’s key – it’s the answers
to the questions of what information
do you put in, how do you know what to
put in and where do you take the data
from? Everything must be documented
in minute detail to take out judgment
and put in rules.’
When you document each function
you find lots of interesting things, says
Lubaczewski. ‘People aren’t doing
things they should be doing, they’re
doing things wrong, they’re doing
things inefficiently. One person in
payables creates a summary in Excel as
a control, another doesn’t know Excel
and so uses a calculator, a third insists
she never makes an error. Or somebody
doesn’t fill in an expenses form
because he’s known Julie in accounts
for 25 years, so he just occasionally
gives her an envelope of receipts.’
The temptation when inefficiencies
are found is to remedy them when
moving a process. Never do that,
cautions Lubaczewski. ‘There’s a
difference between “lift and shift” and
“fix and shift”. Even the most common-

▌▌▌I WAS PRETTY MUCH THE FIRST EMPLOYEE.
THEY BROUGHT A PARTNER FROM THE UK AND
HIS FIRST PRESENT WHEN HE LANDED WAS ME
outsource project planning – those are
skills for which the firm now primarily
looks to Krakow.
Working on the BP and IP contracts,
Lubaczewski and his team invented the
outsourcing business in Krakow. ‘By
doing it wrong many times we created
the methodology that virtually every
centre in the city uses today. It’s very
similar; the differences are probably
10% or so after nearly 15 years.’
The big question, explains
Lubaczewski, is how you bring work
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sense changes create an enormous
risk that when you start shadowing in
the new location the work being done
in the old it doesn’t run as it should.
It can take days or weeks of analysis
to discover you omitted a 0 or a 1 or a
tick in a box.
‘What’s safest is to take the process
as it is, even if it’s not the best in the
world, document it, learn it and then
pick it up, bring it to Poland and run
it. And if various processes are being
used, sit down with the people and

*

TIPS
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‘If you’re
outsourcing,
go to a place
that’s cost
effective with a
labour pool of the
right quality. It’s
all about people
– this is a service
industry.’

*

‘In one place
labour may
be cheap and
abundant but
have very little
experience. In
a busy place,
with lots of
shared services
and outsourcing
centres, it will
cost more, but you
can steal some
staff and buy the
experience.’

*

‘Being first is very
tough. Being third
or fourth is lovely
– recruit a few key
people who know
what they’re doing
and they can tell
the other people.’

*

‘It’s nice to have
supportive local
government, but
it’s better to have
10,000 people
popping out of
university every
year and looking
for a job.’

get them to define the one way that’s
right for them. Don’t judge it, don’t
amend it; take it because it works. So
“standardise, shift and lift”.
‘It’s when we’re familiar with
running the process that we can think
about improving it,’ adds Lubaczewski.
‘That’s fun for the Polish guys: process
reengineering, pushing ideas, working
out how to be faster, leaner and
smarter makes the job quite a bit more
exciting and interesting. Then test
rigorously to make sure things operate
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▼ BLAZING A TRAIL

Lubaczewski was recently honoured with a Lifetime
Achievement Award at the Polish Outsourcing and SSC Awards

as they should before proposing
changes to a client, and make sure
the people providing the data are
comfortable too.’
Some changes are about control,
but most are about reducing
inefficiencies and improving costs.
And front-end investment has to be
made here. That’s why an outsourcing
operation may not make money on a
seven-year deal until year three, and
most of the money is made in years six
and seven.
Win client confidence by making
those improvements and you can look
to be given more countries to work in
and more processes to handle. Most of
the growth in SSCs and BPOs comes
from growing the footprint, not new

clients, says Lubaczewski.
Krakow has become, after Dublin,
the second-largest offshoring
destination in Europe. Lubaczewski’s
contribution has been substantial; not
least through his chairmanship
of the Krakow-based ASPIRE
association of IT and business process
services companies, whose recent
conference was reported in this
magazine. His overall contribution was
recognised by the Lifetime Achievement
Award presented to him at January’s
first Polish Outsourcing and SSC
Awards Gala.
As for the future, he still finds
working in Poland exciting. ‘The
amount of change we’ve got in front
of us is massive in comparison to

what’s available in the UK, or France, or
America or Germany.’ ■
John Presland, consultant
FOR MORE INFORMATION:

www.pwc.pl/en
www.aspire.org.pl
‘Poland: outsourcing matures’,
Accounting and Business,
International Edition (07/2013)
www.accaglobal.com/ab5
View presentations from
ASPIRE’s May 2013 conference
at tinyurl.com/p4vbu5u
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IT’S CRUCIAL TO STAY CLOSE TO COLLEAGUES
IN OPERATIONS AND SALES’
KAMRAN MALIK ACCA, FINANCIAL CONTROLLER,
FLOWSERVE, DUBAI
Finance and sales
operations need to work
well together to add value.
I oversee everything from
budgeting, forecasting and
management accounts
through to reporting,
analysis and compliance
for the company’s
businesses throughout the
Gulf region and Pakistan.
I also act as part of the
senior leadership team in
Dubai, working alongside
our general manager.
Both of those aspects require total
immersion for my finance team to
add value.
I provide rolling forecasts and
analysis to corporate head office.
Without first-hand insights or
visibility among sales and operations,
they’re just numbers. I need to own,
understand and justify those numbers.
Likewise, that side-by-side contact
enables me to better support sales
teams to drive revenues and improve
margins, and production teams to be
more efficient and effective.
Flowserve has international ambitions
and they affect my role. Developing
the business in emerging markets is a
strategic priority for the company, and
as our customers are in the oil, gas
and chemical sectors, naturally the
Gulf region is a key focus.
One of my tasks is to supply
country-specific data and intelligence
both to manage expectation and
inform decision-making. Accordingly,
it’s crucial that I meet and talk with
our operations and sales teams on the
ground throughout the region. It also
requires me to stay abreast of wider
factors – such as macro-economics or
geopolitical developments – as much
as those more directly associated with

supply and demand in
each of those countries.
I am constantly adding
to my knowledge and
updating my skills. It’s a
constant learning curve.
I enjoy that – but I also
regard it as essential.
Rapid globalisation,
new and emerging
technologies, tightening
regulatory frameworks
all mean you have to
keep building up your knowledge
and acquiring new skills simply to
keep pace. And, of course, as your
responsibilities grow, managing and
coaching people, and helping them
to plot their own careers become
increasingly important too. For me,
learning isn’t confined to technical or
financial issues.
Sport helps me relax. I enjoy watching
cricket and play recreationally too. I’ve
also recently become a gym enthusiast
– it’s hard work but it’s a great feeling
afterwards, which is a good incentive
for making the effort.
Imran Khan is a real inspiration.
He was the best captain in the history
of cricket and a man who’s hardworking, trusts his own judgment
and never allows himself to think
about losing. As a politician, he has a
clear vision and an uncompromising
commitment to work towards it;
that’s what gives him the energy and
motivation to keep going regardless
of how tired or low he might feel.
Those are all valuable attributes for
people in business. ■
Interested in appearing on this page? If
so, please contact Lesley Bolton
lesley.bolton@accaglobal.com

SNAPSHOT:
PHARMA
The global pharmaceutical
industry is one of the largest,
most knowledge-intensive
sectors in the global
economy. However, like many
other sectors, it has been
forced to rethink its strategy
to remain competitive.
Brodie McDougall, director
of Michael Page Finance in
Australia, says: ‘The medical,
commercial and financial
success of pharma companies
is correlated to the skills and
competency of those working
to manage, understand,
analyse and explain the figures
behind the drugs.’
The largest market is the
US followed by Europe, then
Asia/Africa and Australia,
then Japan and Latin America.
McDougall says: ‘Finance
roles are many and varied
and include finance analysts
and controllers as well as FDs
– all working with clinicians
and researchers in critical
positions where they are
responsible for getting an
understanding of forecast and
actual cost for clinical studies
and research trials.’

€667,653m

EFPIA, the European
Federation of Pharmaceutical
Industries and Associations,
valued the world
pharmaceutical market at
€667,653m in 2012. North
America had 41% of the
world market, well ahead of
Europe and Japan.
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Pension
millstone
Once seen as a hallmark of good corporate
citizenship, final salary pension schemes have
saddled UK and US businesses in particular
with enormous financial obligations
Paternalism can carry a heavy price
tag, as many older companies in the
US and Britain are discovering. Many
that set up pension schemes years
ago as a perk for loyal employees are
now facing huge financial obligations.
Former workers are living far longer
than expected and investment returns
have been decimated by ultra-low
interest rates. As a result the 100
largest US companies have a
US$400bn pension gap, up about a
fifth since last year, according to a
study by consulting firm Milliman.
The situation is even worse in
the UK. The roughly £1 trillion
in assets held by pension funds
there is up to £400bn short
of expected future payments.
To fully hand over their
obligations to insurers would
cost British companies around
£600bn, according to the Pension
Insurance Corporation.
‘These old pension funds are going
to be a burden for decades to come,’
says David Collinson, the co-head
of origination at the UK’s Pension
Insurance Corporation. ‘In extreme
cases it can wipe out shareholders;
in others it can drain cash for
investment as well as
distract management
from the task of running
the business.’
The corporate pension
curse is not truly global.
Only in a handful of
countries did companies
start to offer defined benefit
retirement schemes that
assumed all the risks of
supporting former staff. Such
schemes failed to take off in
much of continental Europe.
Australia embraced them but also
phased them out over a decade ago.
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The biggest burdens are in the US, the
Netherlands and the UK.
The UK’s problem is worst of all,
say experts. ‘We have made life so
much harder for ourselves over here,’
says Kevin Wesbroom, a partner at Aon
Hewitt. Unlike in the US, regulations in
the UK force schemes to raise pension
payouts to keep pace with inflation,
radically increasing the cost over the
long term.

Harder to walk away
‘It is also far harder to walk away
from pension obligations in Britain,’
Wesbroom says. ‘In Ireland a
company can close a plan and
divvy up the proceeds among
members. Before British funds
can close up in this way they
need to be topped up so they can
cover all future payments.’
The plight of British companies
also looks worse because
regulators have given
them more time to clear
pension shortfalls.
Companies in the
Netherlands have also
suffered but because
regulators there refused
to allow companies
to fall too far behind
the current problem is
less acute. ‘Although
businesses have had to
stump up lots of extra
cash, which has been
painful, the problem has
not been allowed to fester so much,’
says Pablo Antolin, a pensions expert
at the Organisation for Economic
Cooperation and Development.
The pensions crisis
affects mainly older
industries such
as engineering,
transportation and
manufacturing. Only
schemes set up before
the 1970s, when it
was considered
good corporate
citizenship, tend to
have this problem
now. ‘This is not an
issue for young, hitech companies,’ points
out Collinson.
In many cases the size
of pension obligations now

PENSIONS | CORPORATE

dwarves the market capitalisation of
companies – British Airways’ £15bn
pension fund is far greater than the
value of the company. ‘There is a
lot of truth to the joke that BA is
a pension fund that also flies
planes,’ says Wesbroom. ‘Sadly
they are not alone.’
A pension shortfall
proved fatal for
shareholders in Uniq, the
food company formerly
known as Unigate. With a
workforce of just 500 and
obligations to 20,000
former workers, the
company ended up
ceding 90% of its
shares to the company
pension fund in 2011.
Even where
pensioners don’t end
up taking over
the company,
obligations to
former staff
can seriously
undermine
competitiveness.
British businesses have
had to funnel in around
£135bn over the past four
years or so, according to the
Pension Protection Fund, a British
institution that protects the pensioners
of companies that become insolvent.

Long-term outlook damaged
‘Such huge transfers can damage the
long-term outlook for the business,
starving it of the cash to invest and
hire. For many companies this is their
single largest liability,’ says Collinson.
This tension creates a delicate
balancing act for regulators and
pension trustees, both charged with
extracting the maximum for retirees.
‘Neither has an interest in killing off or
crippling the business,’ says Antolin.
‘Still, they need to get as much as they
can out of the company.’
This raises the question of what
companies can do to extricate
themselves from the mess. Some
aspects are particularly hard to solve;
rising life expectancy is one. ‘Over the
past 40 years people have been living
an extra two and a half years more into
retirement each decade,’ says Antolin.
‘That was more than twice as fast as
actuaries had been expecting.’
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pension business altogether not only
reassures shareholders that potential
losses are capped,’ says Collinson, ‘it
also removes a major distraction for
executives. After all, it is not ideal for a
manufacturer, for example, also to run
a mini-financial services company.’
But with insurers understandably
demanding compensation for
taking on these risks, the cost to
companies of this exit strategy
can be high.
Bolder companies can
try to solve the problem
by ‘sweating’ assets, says
Wesbroom. ‘One major
component of the problem
has been falling returns on
investment as interest rates have
plunged. So companies
can try to shift
towards riskier
assets, including
foreign equities,
private equity
or hedge funds,
commodities and
high-yield bonds.’ The
downside is that along
with higher returns
comes the greater chance of
capital loss. ‘As a result, there
is a limit to how far this strategy can
work,’ says Wesbroom.

▌▌▌‘IN EXTREME CASES THE COMPANY PENSION
FUND CAN WIPE OUT SHAREHOLDERS; IN OTHERS
IT CAN DRAIN CASH FOR INVESTMENT’
In response, companies have
ditched defined benefit schemes
and shifted to defined contribution
alternatives. Companies can also try
to negotiate with workers, individually
or collectively, to reduce liabilities.
‘This is harder in some countries
than in others,’ says Wesbroom. ‘In
Britain government rules make this
particularly tough and you need to find
some way of offering to buy employees
out to cap future liabilities.’
Companies can also offload their
obligations on to an insurer. Shares
in manufacturer Delta jumped by
10% on the day it announced a
£453m deal to offload some of its
commitments to the Pension Insurance
Corporation in 2008. ‘Exiting the

It is possible that an economic shift
will rescue pension funds. A recovery
in interest rates and a bull market in
equities would help. Sadly, companies
cannot count on getting this lucky and
many face many gruelling years in
which pension funds drain cash, reduce
the funds available for investment and
sometimes even threaten to overwhelm
shareholders altogether. ■
Christopher Alkan, journalist based in
New York
FOR MORE INFORMATION:

OECD pension reforms:
www.oecd.org/finance/
private-pensions/
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PIPELINE RUNNING DRY

Finance leaders at large companies are increasingly concerned about their
ability to recruit, retain and develop finance talent. According to Deloitte’s
Global Finance Talent Survey, 39% think they are either ‘unable’ or ‘barely
able’ to meet their organisation’s need for talent.
When asked about how important talent management is to their overall
finance strategy (see graphic), 34% of the CFOs questioned say it is now
their top concern. Many recognise that the business now wants a more
hands-on collaborative approach from finance and that the finance function
needs to rebuild itself to meet this demand.

34%

58%

Top concern

Important

6%

1%

Neutral

Unconcerning

1%

Unimportant

THE GLOBAL FINANCE TALENT SURVEY

PERCEPTION
PROBLEM

59% Hires the right talent

The graphic on the
right shows what
finance leaders
think about their
department’s
approach to talent
management.
Barriers to
recruitment were
identified as poor
opportunities for
career advancement,
the greater attraction
of non-finance roles,
and uncompetitive
salaries.

56% Deploys finance talent to key assignments
55%

Retains the right finance talent

54%

Recruits the right talent

54%

Connects finance talent with other professionals in the company

54%

Develops future finance leaders

42% Plans in advance for my talent needs
41% ‘Markets’ finance as attractive career option
40% Deploys talent to key external assignments

SUCCESSION WORRIES

UNMET NECESSITIES

The graphic below shows how respondents
ranked the importance of experiences for
staff – and the opportunities provided for
those experiences by the organisation.

OPPORTUNITIES
PROVIDED

ESSENTIAL
EXPERIENCES

1 Communicating 5
2 Partnering 2
3 Strategic planning 4
2% Other

7% Government and non-profit

8% Small business and startups

16% Companies outside sector

21% Public companies

22% Private companies

29% Mid-size firms

37% Competitors

38% Professional firms

40% Internal talent

Most CFOs have not identified a successor and the chances
of one emerging internally are diminishing. The graphic
below shows where businesses have found their future
finance leaders from over the last three years.

58% Large companies and multinationals

TRENDS IN TALENT

The survey polled 312 CFOs, treasurers and controllers in finance
departments in large companies from North America, Europe, the Middle East
and Africa, and Asia Pacific. Access the report at tinyurl.com/qfmaz85

4 Leading special projects 1
5 Financial systems 3
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ON TRACK

IASB chairman Hans Hoogervorst explains how US tardiness over IFRS adoption will not
have a big impact on the rest of the world, and how the board is listening to everybody

I

nternational Accounting Standards Board chairman
Hans Hoogervorst was in Hong Kong for the seventh
Regional Policy Forum in June. He spoke exclusively
to Accounting and Business about the progress being
made to the global adoption of International Financial
Reporting Standards (IFRS).
Q: A lingering issue over the past decade has been if and
when the US will accede to the requirements of IFRS.
How will the delay by the US in making a decision on IFRS
affect the global use of IFRS?
A: Obviously, the US Securities and Exchange Commission
(SEC) said it was supposed to happen last year, which did
not take place. But the fact that the US still needs more time
will not have a big impact on the rest of the world.
Recently [at the seventh IFRS Regional Policy Forum],
we presented research in Hong Kong suggesting that the
worldwide adoption of IFRS is proceeding unabated. What
we have concluded is that the uptake of IFRS around the
world is spreading very quickly and being adopted without
modification globally. In economies like Japan and China, we
see a strong momentum towards IFRS.
Q: Is IFRS even relevant to the US, given that it has the
largest economy on earth?
A: Even in the US, the use of IFRS is still very significant
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because a number of foreign issuers that have been
allowed listings there have done so using IFRS. For example,
450 non-US companies listed in the US already use
IFRS to report their financial information. Additionally,
Paul Beswick, the SEC’s chief accountant, has said that for
that reason alone, IFRS remains important to the US, so
financial companies will need to apprise themselves of
IFRS developments, despite a general US apathy towards
such standards.
Even though the US has not decided to go for full-fledged
IFRS, it is still an important part of the IFRS community. In
the longer run, we expect further initiatives to promote the
use of IFRS domestically within the US.
Q: How is the IASB addressing the need for input from
developing countries such as India and Indonesia, who
often say their voice isn’t heard by the board when they are
formulating new standards?
A: It [national sovereignty] is an issue in many countries and
understandably so. I understand jurisdictions are reluctant
to blindly accept our [IFRS] standards. They [nation-states]
have the opportunity to refuse our standards if they do not
like them. But most of our standards have been accepted
around the world without modification.
The sovereignty issue can be addressed through having
a proper endorsement process in place. That will comfort
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▌▌▌’EVEN THOUGH THE US HAS NOT DECIDED
TO GO FOR FULL-FLEDGED IFRS, IT IS STILL AN
IMPORTANT PART OF THE IFRS COMMUNITY’

them and give us a chance to listen
to them, which we do. It [the IASB] is
not just the standards-setter for the
industrialised world, but elsewhere too.
For example, the ruling Liberal
Democratic Party of Japan recently published a proposal
suggesting the Financial Services Authority encourage the
voluntary use of IFRS nationwide as quickly as possible.
Additionally, the Keidanren [Japanese business association]
estimates that within the next few years, 20% of Japan’s
market capitalisation will be issued in accordance with
IFRS. The momentum of IFRS in the rest of the world is
still very strong.
Yet an important issue in Asia is IAS 31’s application to
agriculture. Under current standards, a palm oil plantation,
for instance, would be forced to adopt ‘fair value’ accounting
for their crops each year. A better idea would be to treat
their plantations like machinery, which has the benefit of
amortised costs. It is an issue that requires fixing and we
will do so soon and it is a clear example of the fact that we
do listen to our constituents.
We are also fixing a widespread problem in many Latin
American countries with the equity method and separate

financial statements. We are also working on revenue
recognition standards by providing application guidelines for
large-scale real estate projects. It is a big problem in Asia
and we think it makes for better accounting of revenue on
big construction projects.
Q: What do you think about integrated reporting and how it
fits with IFRS?
A: Investors clearly see a future in integrated reporting and
we are following it very closely. We support the initiative
as we have a memorandum of understanding with the
International Integrated Reporting Council (IIRC). We work
constructively with them, but we do not claim to have
expertise on the topic of sustainability reporting. There are
other people taking care of it and it is a ‘different cup of
tea’, but we are a participant in the process. ■
Ajay Shamdasani, journalist based in Hong Kong

Your professional development
is important to us
To help you maintain your competitive
edge we direct you to ACCA’s 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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THE NEW
INVESTORS
Less trusting and increasingly short-termist – investors have
changed since the financial crisis and this has consequences
for the future of corporate reporting, says ACCA’s Ian Welch

I

nvestors should be at the heart of standard-setting
and financial policy-making, but too often their voice
is not heard as rules are being made or proposals
formulated. But what is that voice? The reality is that
many different constituencies are often lumped in together
under the blanket term ‘investor’, oversimplifying their
complex and differing needs.
In an initiative designed to contribute to the debate over
the future of corporate reporting, ACCA is undertaking a
four-stage project examining the investor landscape, postglobal financial crisis. It will look at what investors want
from corporate reporting, and in what format. We will then
reflect on how this may change the approach taken by
companies in reporting their activities and engaging those
investor groups. The first two stages of the project were
completed in the first half of 2013, with the final two to
follow in the second half of the year.
The first stage analysed the current investor scene in
the UK and Ireland, and examined how the financial crisis
has affected investors’ asset allocation and investment
strategies. It was clear that the trends identified were of
far greater international application.
Firstly, the trend towards short-termism was clear. The
change in the nature and behaviour of investment players
has had a fundamental effect. The traditional domination
of markets by pension funds and insurance companies has
been eroded both by greater international ownership of
companies, and by the emergence of other players such
as hedge funds and private equity firms, with shorter-term
investment horizons. And even the traditional players have
switched much of their investment from equities to bonds,
as a result of the financial crisis.

ACCOUNTING AND BUSINESS

Added to this, the hugely increasing proportion
(estimated by some to be 80%) of trades that take place via
computer in nanoseconds has left a question mark over who
the owners of companies actually are. It has been estimated
by the BlackSun reporting consultancy that the average
share of FTSE 100 companies is held for 27 seconds – given
this, how can they meaningfully engage with investors? We
have already seen international policymakers, such as the
G20 and EU, responding with measures to enhance longterm finance and address the ‘ownership vacuum’, and
given the extent of hyper-trading, more may be needed.

Riskier investments
Another notable factor influencing investor behaviour is ultralow interest rates. Central bank activism, leading to loose
monetary policy, historically low interest rates and currency
wars throughout Europe and the US, has been a major
response by the authorities to the global financial crisis. This
has had a clear effect on investors, making them search for
yields in riskier investments. But investors also mentioned
fears about governance and reporting in some emerging
markets, which counter-balanced the drive for yield.
Other issues include heavier regulation, which many
thought would be a continuing response to the global financial
crisis. We have already seen this with the Basel capital
requirements for banks and the Solvency II requirements for
insurers. Asset managers are tipped to be next.
Finally, the proliferation of new technologies such as
mobile and social media has led to a lot more corporate
information being available, much of it on a real-time basis.
How much of it is useful and how do investors prevent
themselves being overwhelmed?
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This analysis of the investor landscape in 2013 revealed
challenges in terms of corporate governance, regulation,
accounting, assurance and other areas, all of which ACCA
will be considering in future research. But the immediate
follow-up – stage 2 – looked in further detail at the issue of
what the changed investor universe outlined in this study
meant for the future of corporate reporting.

Lack of trust
This took the form of a survey of 300 UK and Irelandbased investors. Half of the survey’s respondents
represent institutions with more than US$500m in assets
under management. There was a good spread across
sectors: 38% represented pension funds, 30% insurance
companies, 10% private banks and family offices, and
11% other asset management firms. A further 9% were
investment advisers or analysts, and the remaining 2%
corporate treasurers.
The most important finding was a clear decline in
trust in corporate reporting, post-global financial crisis:
70
Which of the following sources
of information are most valuable
for you as an input for decisions
about investing in a company?

63%

60
50
40

36% 35% 35%

30

27%
23%

20

20%

10
6%

WS
HO
O
EST
INV

R

DS
ROA

T
REPOR

INTERIM

S
AND INTERVIEW
GE
MEDIA COVERA

ANALYST PRESENTATIONS/REPORTS

VISERS
ENT AD

INVESTM

RTS
VERS
ATIO
NS

ONE

-TOONE

CON

SR
ING

EAR
N

QU
ART

ERL
Y

AN
NU

AL

RE

EPO

PO

RT

0

39

more than two-thirds of investors say they have become
more sceptical about the information that companies
provide since the crisis began. Almost two-thirds believe
management has too much discretion in the financial
numbers they report and, as a result, a similar proportion of
investors say that they place greater value on information or
commentary that has been generated outside the company
than on traditional corporate reporting. This took the form
of social media and online news, as well as more traditional
sources like analysts’ presentations. Some of this was
sparked by a natural desire to get additional information to
give them the edge, but the fall in trust is worrying.
To keep this in perspective, it should be noted that the
annual report remains the number one information source
for investors – 63% said it was the most important. Yet there
remains a significant minority of investors who express
reservations about the quality and relevance of corporate
reporting, with 45% arguing that the annual report is no
longer a useful tool. A key concern is clutter – almost twothirds of respondents say that corporate reporting is now
too complex. Asked about where they would most like to see
improvements to the annual report, respondents emphasise
the cashflow statement, with information on the balance
sheet and income statement coming second and third.

Quarterly quandary
One of the most intriguing findings concerned quarterly
reporting, on which opinions are sharply divided, even
within individual investors. Three-quarters of respondents
say that the quarterly report remains a valuable input to
their investment decision-making. Yet, at the same time,
almost half said mandatory quarterly reporting should
be abandoned, while almost two-thirds think the increase
in information has encouraged ‘hyper-investment’. Many
investors interviewed for this report expressed strong views
that quarterly reporting drives short-termism in the market
and consumes management time. This suggests a ‘tragedy
of the commons’ effect, whereby individual investors want
to consume quarterly reporting for their own self-interest,
despite recognising that this focus on shortening time
horizons is damaging for the overall market’s long-term
interests. It surely leaves policymakers in a quandary.
Given all this gloom for the current state of corporate
reporting, there was one area of hope for the finance
profession and, perhaps surprisingly, this concerned
auditors, under much regulatory fire of late. Investors viewed
assurance high on their list – timeliness of information may
be important, but respondents stressed that assurance
is just as critical – if not more so. Only in areas such as
profit warnings and emerging risks and opportunities did
investors opt for speed over assurance. And 41% wanted
to see auditing being extended to quarterly reports.
The decline in trust in corporate information since the
financial crisis suggests there is a bigger role for audit
to play in rebuilding trust in company statements.

»
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▌▌▌WHILE INVESTORS FIND QUARTERLY
REPORTING USEFUL, THEY ACCEPT THAT IT
LEADS TO A SHORT-TERM APPROACH

In terms of future directions,
investors indicate a strong interest in
integrated reporting. More than 90%
of respondents believe it would be
valuable for companies to combine
financial and non-financial information
into an integrated reporting model,
which would enhance their understanding of the long-term
outlook of a company. But there is still a strong element of
uncertainty as to what exactly integrated reporting would
involve. And almost half of investors are using XBRL, with
another 40% considering it. The main benefit of using
XBRL, say investors, would be to compare performance
between companies more easily, although detractors worry
that there remains a lack of standardisation in taxonomies.

Time for reflection
So what do all these findings mean for policymakers and
other players? There is much to consider and reflect on
here for various constituencies.
Accounting standard-setters and regulators must surely
be concerned over the clear decline in trust in corporate
reporting since the financial crisis. The fact that 44%
find nothing of use in the annual report is a particular
worry, and shows that initiatives such as the UK Financial
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Reporting Council’s ‘cutting clutter’ campaign need to
be reinvigorated. Investor concerns over the amount of
management discretion in the numbers suggests accounting
standards need to be reviewed, or considerably more
engagement by standard-setters with investors is required.
ACCA itself is trying to help this process.
For policymakers and governments, the issue of quarterly
reporting surely needs to be addressed. While investors find
it useful, they also accept that it leads to a short-termist
approach by companies, with management more concerned
with the next three months’ numbers than proper planning.
In Europe, there are moves to remove it as a requirement –
there might be some logic in leaving it as an option, given the
mixed feelings on the individual company and market effect.
For the audit profession there is good news in that only
external assurance seems to give corporate reporting much
validity in the eyes of investors, and that people mostly
value assurance over speed. But would auditors be geared
up to doing quarterly audited accounts? Or auditing of realtime information?
For the International Integrated Reporting Council, the
survey shows a promising level of interest in integrated
reporting, but still a considerable degree of uncertainty.
So the onus is on the IIRC to explain much more clearly –
in terms investors understand – what integrated reporting
is all about.
But there is also an onus on investors themselves –
the only way that long-lasting solutions to many of the
problems raised in the course of this research will be
found is if the investor community engages more with the
corporate reporting process, both at an individual company
level and more widely with the standard-setting process.
Following the age-old mantra that ‘decisions are made by
those who show up’, it is crucial that wider engagement –
assisted by developments like the UK Stewardship Code,
which sets out investor obligations – takes place, so that
the views of the end users of accounts are fully considered.
And if they are truly prepared to pay extra to have realtime information externally assured, they need to make that
point clearly to auditing standard-setters and policymakers,
given the various current international proposals on the
future of audit. ■
Ian Welch is ACCA’s head of policy
FOR MORE INFORMATION:

ACCA’s report, Understanding investors, is at
www.accaglobal.com/investors1
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DIGITAL DRIVER

Accountants worldwide use Wolters Kluwer products. CFO Kevin Entricken explains how
the company is dealing with the challenging demands of an increasingly digital profession

F

»

2013

Entricken takes over as group
CFO and executive board member

2010

CV

or a 177-year-old publisher, Wolters Kluwer has a
surprisingly youthful feel. Its Manhattan branch is
located in New York’s trendy Meatpacking district
and it shares a building with internet newcomers
like Google and Spotify. Equally, the office on loan to
globe-trotting CFO Kevin Entricken is a largely paperless
affair with few signs of the company’s 19th-century roots
as a textbook publisher.
This is symbolic of the company’s swift adjustment to the
digital age, says Entricken, also a member of the company’s
executive board. Over the past decade the share of
revenues generated from print has shrunk from half to just
a quarter. ‘The accounting, medical and legal professions
are becoming increasingly digital and so we had to adjust
quickly,’ he says. ‘Our customers wanted more than just
information, but rather software solutions that would enable
them to perform their tasks more accurately and efficiently.’
That also meant adjusting to the iPad generation.
‘Accountants aren’t always behind their desks,’ he says.
‘We’ve needed to design products that could be used on
mobile devices that professionals can take out into the field.
Many of our customers are always on the move and need to
access our information and software on a host of devices.
As a result, we always have to be innovating.’
The demands from the accounting profession are likely
to be especially acute. Accounting is facing a demographic
shortfall globally, with three-quarters of current
professionals on track to retire over the coming decade.
‘That will make efficiency even more important since there
will be fewer people around to do the work,’ Entricken
says. ‘It’s not just about giving our clients what they
explicitly ask for. We also spend a lot of time watching
how accountants work and find ways to make everything
faster and easier.’ One example is technology that
scans documents – like W2 tax forms in the US – and
automatically populates software. ‘That means less time
wasted on mundane data entry and more time left over for
higher value-added activities,’ Entricken says.
The growing complexity of tax rules around the world and
the globalisation of companies mean that tax professionals
have a voracious appetite for technology that helps them
cope, according to Entricken. Another instance is CCH
Axcess, specially designed to help accountants set up their
diary, track time spent on a project and bill clients as well
as store common client data. ‘By automating more of

Takes over as CFO of Wolters Kluwer
Health division

2003

Joins Wolters Kluwer

1987

Graduates Magna Cum Laude from
Montclair State University, New Jersey
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‘Make yourself indispensable.
Think of yourself as an enabler,
making executives more effective.’

Number of years Wolters Kluwer has been
in business. The company was founded by
Dutch publishers Æbele Kluwer and Jan
Berend Wolters and aimed to improve the
quality of educational material.

210,000

Number of accounting and tax firms
worldwide that use Wolters Kluwer products.

78%

Share of revenue that now comes from
online, software and services.

€3.6Bn

Revenue for fiscal year 2012.

these functions we can lessen the administrative burden,’
says Entricken, himself a professional accountant.
As a complex multinational, Wolters Kluwer is a big
consumer of its own accounting products. That, Entricken
says, makes it acutely aware of its customers’ needs.
Meanwhile, many of the company’s employees are also
former accounting professionals, which helps to ensure that
products are attuned to the way accountants work.
Demand for healthcare products is also flourishing.
‘Aside from ageing populations in many nations, medicine
is facing a lot of change – including extra regulation,’ he
says. ‘That makes it ever more necessary to get the best
information on treatment and diagnosis.’ In addition, like
accountants and lawyers, doctors and nurses are making
greater use of digital devices. ‘Medicine has been a bit
slower to adjust to new technology than accounting, but
more doctors and nurses are carrying iPads on their rounds.’

New opportunities
Aside from focusing on growth sectors, Wolters Kluwer has
also been chasing new markets. Currently the company
is strongest in rich nations. Half of its revenue comes
from North America and about 40% from Europe. But the
company is expanding aggressively in developing nations.
The share of business coming from Asia-Pacific has
doubled since 2003 to 6%. This is just the start, Entricken
says. ‘China is a particularly exciting opportunity,’ he
believes. ‘There is a determination to live up to the best
international standards and make sure that accounts are
reliable.’ Malaysia and Singapore are also potential highgrowth markets. Wolters Kluwer has been in these countries
for about 20 years, but is focusing more on cloud-based
applications for accounting firms to enable them to interact
with smaller business clients. Expanding in Asia poses
new challenges in terms of language and new business
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‘Don’t be afraid to take on the
toughest assignment. You don’t want
to jump on a sinking ship, but you
can get on one that is in turbulent
waters. Here, you can make the biggest
difference.’

*

‘Be flexible both in terms of sectors
and geography. Diversity of experience
can really help to prepare you for the
top jobs.’

*
*

‘Focus first on doing a good job in your
current assignment and this will open
up doors to other opportunities.’
‘Surround yourself with the best team
possible.’

environments and, as a result, Wolters Kluwer has focused
on partnering with local firms, forming joint ventures or
simply hiring local talent.
‘That’s exactly where our products can help,’ says Entricken.
‘Even in markets were growth has been disappointing, such
as Brazil, there can be lucrative possibilities.’ Wolters Kluwer
recently purchased ProSoft, a tax and accounting software
company. ‘The weakness of Brazil’s economic growth figures
are well known. However, the ferocious complexity of the tax
system still makes this a promising market for us.’
Of course, the company cannot afford to neglect its oldest
market in Europe. The continent’s sluggish economic growth
has been a drag on parts of its business, especially journals
that still rely on advertising and training, which can be cut
in hard times. Businesses that thrive on strong merger and
acquisition activities have also been less lucrative on the
continent, in contrast to the more robust activity in the US.
Still, Entricken says that Wolters Kluwer is far less
vulnerable to the region’s weakness than most other
businesses. ‘We are not concentrated in cyclical sectors.
You have to fill out your taxes in good times and bad. Law
and medicine are also not too badly affected by downturns.’
The fact that many of the company’s products are based on
multi-year subscriptions also helps to insulate the company.
‘Once customers get the products and integrate them into
the business they are very reluctant to let them go,’ he says.
It is in challenging times that an efficient finance function
really shows its worth, Entricken believes. Wolters Kluwer
has something of an obsession with financial discipline and
oversight. Each of the company’s businesses has a CFO and
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▌▌▌’CHINA IS A PARTICULARLY EXCITING OPPORTUNITY. THERE IS
A DETERMINATION TO LIVE UP TO THE BEST INTERNATIONAL
STANDARDS AND MAKE SURE THAT ACCOUNTS ARE RELIABLE’
internal control officer. ‘Finance is part of every decision we
make,’ he says. ‘We need finance chiefs in all parts of the
world to make sure we understand the local model and to
provide good business insights. There is also a checks and
balances aspect to our work. We need to avoid financial slipups and wasting money and make sure that our customers
have a good experience when we bill them.’
As a member of the executive board, Entricken recently
took on broader responsibility for helping shape strategy
for the group. ‘It is very exciting to take a broader view of
the company’s strategy, capital allocation, acquisitions and
divestitures,’ he says.

Route to the top
Entricken took a circuitous route to the top finance job. After
graduating from Montclair State University, New Jersey, and
qualifying as a Certified Public Accountant, he worked for
several years at KPMG. ‘It was a great launchpad,’ he says.
Jobs followed at large media companies, including Reed
Elsevier and EMI Music. After joining Wolters Kluwer a decade
ago he worked in various roles, including investor relations.
His ascent to the group CFO role followed three successful
years as the CFO at the company’s healthcare division, which
was struggling at the time. ‘It was an opportunity to take a
lead in transforming a unit that was facing challenges. The
division suffered from shrinking margins and was dilutive
to the group. We took some tough decisions and divested
some businesses that were not core, while speeding up the
migration away from print products. By the time we had
finished, we had helped to reverse the situation.’
This was a pivotal point in Entricken’s career. ‘It is

important to be willing to take on a really tough assignment
and believe that you can make a difference,’ he says.
‘Nobody should jump on a sinking ship, but it does often
make sense to get on one that is in turbulent waters.’ He has
also been willing to be flexible, taking roles in all parts of
the company, as well as shifting locations.
Since his promotion in May 2013, Entricken has returned
to Wolters Kluwer’s HQ just outside Amsterdam, taking his
wife and two small children with him. With clients in 150
countries, his job involves plenty of international travel. ‘This
is a truly global company and the role of the CFO reflects
that,’ he says. As Wolters Kluwer continues to beef up its
operations in Asia, it seems likely that Entricken will be
racking up even more air miles.
The trend towards digital content is also expected to
continue. ‘I don’t think print will die out altogether,’ he
predicts. ‘But it will likely shrink even further. Professionals
in accounting, law and medicine are increasingly demanding
content that can be constantly updated, that is embedded in
software and that can be portable.’
The transition from print to online content may have been
decimating profits in the newspaper industry across the
world, but Wolters Kluwer has made the shift seem relatively
effortless. Entricken and his colleagues in finance have
helped to make this successful metamorphosis possible. ■
Christopher Alkan, journalist
FOR MORE INFORMATION:

www.wolterskluwer.com
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Career boost
Kicking off our new regular pages on tips for enhancing your career, we introduce our
talent doctor, Dr Rob Yeung, and offer advice on getting the most out of meetings

TALENT DOCTOR: NETWORKING
What does it take to get ahead at work? Both strong
technical skills and hard work help, of course, but
neither guarantees success. After all, I’m sure you
can think of colleagues who got promoted despite
having only modest technical skills and never seeming
to work that hard.
I work as a consulting psychologist in business,
which means that I get asked to coach individuals, run
leadership development programmes for organisations
and speak at business conferences all over the world.
But rather than base my recommendations only on my
personal experience, I prefer to draw upon published
research. There are clever studies being done by
psychologists, economists and other scientists at top
universities and business schools. So what do they tell
us about success at work?
Studies conducted in the past few years led by
researchers such as Florida State University management
professor Gerald Ferris suggest that people with both
more and deeper relationships at work tend to be more
successful. Such individuals understand that good
ideas don’t always get turned into successful products
or projects – it often takes the support or outright
sponsorship of colleagues, bosses and people from
other departments to get things done.
The implication is that we could all think more
consciously about building stronger relationships with
business associates, customers and suppliers before
needing them. It’s no good going to people and asking
them for advice or support if that’s the first time we’re
speaking to them. But if we’ve been chatting and sharing
the occasional joke together already, of course they are
going to be more likely to help out when we need it.
People matter more than the numbers. So don’t
focus solely on the day-to-day duties of your work.
Think about networking a little more. Invest a couple of
hours every week meeting a few people outside of your
usual circles. Find out what they do and what would
help them do their jobs better. Get to know colleagues’
and customers’ opinions and interests outside of work.
Try to build friendships where you can.
Be wary of the potentially false promise of online
networks, though. Researchers at Brigham Young
University have found that the most frequent users of
the MySpace social network report being less involved
in real communities than the least frequent users.
If that is true of other social media, the finding
highlights a risk that online networking could become
a solitary substitute for engaging with real people.
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It’s easy to believe that we are well-connected when we
have hundreds of online contacts. But how many of
them could we truly depend upon if we needed a favour,
career advice or an introduction to a dream employer?
I suspect that a dozen real friends or business
contacts that we meet occasionally may have much
more power than several hundred Facebook or LinkedIn
friends and contacts. So get out there and connect. But
do it in person, when you can look people in the eye,
shake hands, hug, celebrate and commiserate together,
and form real relationships.
Dr Rob Yeung is a psychologist at leadership consulting
firm Talentspace and author of over 20 bestselling career
and management books, including E is for Exceptional:
The New Science of Success (Pan Books); he also
appears as a business commentator on the BBC and CNN.
FOR MORE INFORMATION:

www.talentspace.co.uk
Twitter: @robyeung
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GOING BACK TO WORK

Earlier in the year, Ireland’s
health service refused
a reported 80% of
applications to a three-year
career break scheme – an
initiative that was conceived
to support a staff-reduction
drive in the organisation.
But while some people
are struggling to leave work,
what about those who have
taken some time off and
are now looking to re-enter
the workforce?
Many professionals take
career breaks, often to raise
a family or to travel. People
who have taken a significant
amount of time off can find
themselves on the back foot.
An article on ACCACareers.
com offers some help.
Build a CV that highlights
your transferable skills. Make
the most of the qualities you
discovered about yourself
during your break. Don’t
downplay the time off you
took – try to use it to your
advantage. Keep your options
open. If your previous career
no longer interests you, shop
around for job diversity.
Why not consider
temporary work? Roughly
two-thirds of finance leaders
intend to use temps in 2014.
Temping is a great way to
get your foot in the door
and demonstrate your skills
on the job. Such a post can
often turn into a full-time
position, even a dream job.
Be as realistic and honest
with yourself as possible.
Be prepared to accept that
you may not be able to slip
back in at the same level as
when you left.
To read the rest of
these top tips, visit www.
accaglobal.com/ab7.

BECOME A MENTOR

ACCA workplace mentors
perform a hugely important
role, supporting ACCA
trainees to progress through
the qualification and to
develop into complete
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THE PERFECT MEETING
Meetings are not universally loved. Economist
Thomas Sowell said people who enjoy meetings
should not be in charge of anything, while American
educator Peter F Drucker described them as
symptoms of bad organisation.
Often the reaction to a meeting invite is ‘how
can I get out of it?’ And while filter coffee and snazzy
presentations can be pleasant, successful meetings can
be reduced to a few core elements.
So if it’s your meeting, plan it well and communicate
your goals. If you’re attending, you’ve been invited for
a reason; provide your skills, experience and insight.
Clearly set out your objectives. What would be a good
outcome from the meeting? Communicate this and
manage people’s expectations. Show that thought
has been put into the process. Create an agenda,
stay on topic, keep the meeting flowing, get
everyone involved, note points for further
discussion, and allow feedback afterwards.

THE BIG BREAK
EVGENIYA MIRONOVA ACCA
As deputy CFO of Rolling Stone magazine’s Russian
publisher, Mironova, now a manager in EY’s performance
improvement advisory services department, achieved
a degree of rock-star status not often afforded to
accountants. ‘After graduation I joined EY,’ she says,
‘before moving to a private equity fund. I was then
appointed deputy CFO of a portfolio company, and in
March 2012 I came back to EY.’ Search for Mironova’s
full interview at ACCACareers.com
Mironova’s top five soft skills:
1 Networking. People matter. Developing your network
and making friends can help your career. At senior
levels most career moves are due to recommendations.
2 Constant learning and development. It’s crucial to our
profession. Our brain is our tool so we have to train it to stay on trend, to be aware
of all the new approaches.
3 Initiative. Being proactive can help you a lot in your career. Behave as if you already
have a managerial position. Sometimes it’s called self-motivation when a person
doesn’t require constant telling what to do.
4 Positive attitude. Sometimes we are overloaded with work or personal problems, but
every problem is an opportunity, so think in a positive way and success will find you.
5 Have interests outside of your work. Sports, for example. As we say in Russia:
‘A healthy body equals a healthy mind.’

finance professionals. Being
a workplace mentor can
also contribute towards
verifiable CPD. ■
This page is compiled
by Neil Johnson, editor,
ACCACareers.com

FOR MORE INFORMATION:

Search on ‘workplace mentor’ on our YouTube
channel www.youtube.com/user/ACCAOfficial to
watch existing mentors talk about both the
personal and professional benefits you can gain.
www.accacareers.com
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Knowledge-based theories CPD

Get verifiable CPD units
by answering questions
on this article at:
www.accaglobal.com/abcpd

In the third article in his series about management theories,
Dr Tony Grundy looks at knowledge-based approaches
Knowledge-based theories
that deal with corporate
performance include:
scientific management;
brainstorming and mind
maps;
systems thinking;
evidence-based
management.

*
*
*
*

Scientific management
In my earlier days I was
fascinated by scientific
approaches to management
such as ‘management
science’ and ‘operational
research’. These approaches
go back to the Second World

and retail; the use of
multichannel service points
fed by a single queue in
banks and post offices is an
example of it in action.
Much of this work was
focused on identifying,
testing and getting around
or minimising constraints.
The other big focus was
on optimising the physical
environment – for example,
in delivering low/no stock
control, popularised under
the title of ‘just-in-time’.
These theories appear
to provide logical solutions
to problems that deliver

criteria decision tools such
as the strategic option grid
described in my first series
of articles.
Building more complex
business and financial
models through scientific
management has been
with us a long time. When I
was a consultant at KPMG
some 27 years ago, we
were building Lotus 123
spreadsheets for business
plans and to raise capital.
Back then we were doing
P&Ls and cashflow forecasts
driven by market and
operating assumptions that

▼ LESSONS OF WAR

As far back as the Second World War, armed forces
were using statistics and modelling to optimise their
military and logistical activities

market size, gives ‘sales’)
may be a quantified
percentage, but this variable
is derived in turn from:
relative competitive
advantage;
relative investment in
marketing, advertising
and specifically relative
price;
the effectiveness of that
investment and of others.
It also means building
up a complicated and
quite detailed picture of
competitors and the relative
fit of each to different
segments of the market.
All the strategic
modelling software that I
have come across faces
a tough challenge in
integrating the financial,
operating, marketing and
strategic worlds.

*
*
*

Brainstorming

War when the Allies sought
to optimise military and
logistical activities using
statistics and modelling.
Linear programming was
applied to manufacturing
constraints and offered an
elegant mathematical model
that optimised two variables
– for example, price and
cost. Queuing offered a
statistical way of simulating
queues to improve flows
in manufacturing services
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better performance, and
they can work well in many
operational situations as
long as the definition of the
problem and the variables is
clear-cut and simple.
But in many business
situations the problem
involves many variables and
is much more ambiguous
and fuzzy. This is where
softer modelling of the
problem can work better: for
example, by using multi-

we could flex under different
scenarios and for different
strategies in order to create
new business models, test
different combinations of
resources, and play with
market size, growth rate and
relative market share.
Many of these models
are still relatively simplistic
in modelling the economic
source of the assumptions.
For instance, relative market
share (which, times the

A softer way of dealing with
these kinds of challenges
is brainstorming, which is
about generating ideas by
association. Brainstorming
is a great way of generating
lots of ideas in a short
time. It stimulates team
energy and is generally
found enjoyable and fun.
One of the key rules is
not to criticise ideas as
they emerge, since they
might lead on to other
ideas. It’s important not
to interrupt the creative
process and its flow.
The brainstorming term
was popularised by Alex
Osborn in his 1953 book
Applied Imagination. It was
succeeded by Edward de
Bono’s work on ‘lateral
thinking’, which involves
looking at problems from
different perspectives.
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The downsides of the
brainstorming/lateral
thinking approach are:
most of the ideas are
disconnected and need
quite a lot of sorting out
(this is mitigated if there
are some categories that
the ideas can be put into
as they are generated);
many of the ideas are not
of very high quality but it

*

*

My own optopus,
which I described in my
first series of articles, is
a semi-structured form
of brainstorming/mind
mapping.
Problems the accountant
could use this for include:
understanding any
decline in performance;
the drivers of economic
profit for a new area of

*
*

brainstorming some of the
key systems affecting the
UK do-it-yourself market,
which was in a slump. I
came up with 29, including
economic growth, house
prices, house moves, etc. I
clustered these on Post-its
on a flipchart and drew in
causal interdependences,
their direction and whether
they were strong or weaker.

▌▌▌ I HAVE OBSERVED THAT THE QUALITY OF THE
THINKING CAN DOUBLE OR TREBLE AS A RESULT OF
USING EVIDENCE-BASED MANAGEMENT
can be difficult to discard
them as people may be
precious about ‘that was
my idea’;
it is very easy to lose
sight of the original
objective and it can
become an end in itself.
I remember a Father Ted
episode where someone
puts a bomb in a milk
float that will go off if the
vehicle stops. Father Ted
responds to the crisis by
brainstorming the options
with a flipchart. Hours pass
as the brainstormers become
engrossed in their ideas and
eventually they hit on the
idea of putting a brick on the
accelerator because it’s less
effort than driving the float
around in circles!
To provide a little more
structure, brainstorming
can extend into mind
mapping. Here you draw a
picture of the components
of an issue or problem
and then draw lines to
represent interdependent
relationships. It’s a useful
technique with the proviso
that as it is a causal map
from the perspective of a
particular person or group
it may not make as much
sense to others. A fair bit
of work may be needed to
draw out the tacit reasoning
behind a mind map.

*

*

strategy development;
post-acquisition
integration issues.

Systems thinking
Systems thinking is the
visualisation of cause and
effect relationships using
mind mapping. It is a
process of mapping complex
and interdependent causal
chains to visualise the future
behaviour of a system.
Peter Senge formalised
the theory in The Fifth
Discipline. He highlights
the interdependent nature
of organisations and their
issues. Whereas scientific
management works to a very
engineering and physical
type of model, Senge takes a
far more organic approach.
Systems thinking is also
useful in conjunction with
scenario story-telling –
covered in the first article of
this series.
For example, some years
ago I spent half an hour

Finally I assumed a
transitional event – renewed
economic growth.
I then used the picture
to visualise what might then
happen, along with any
feedback loops. The insight
was that this market could
easily take off again – as
indeed it subsequently did.

Evidence-based
management
Evidence-based
management is a discipline
that comes from the
scientific and legal worlds.
Much decision-making is
done in many organisations
by instinct, intuition and
gut feel. This may be a
necessary process for
moving forward but can
pose a huge danger in that
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decisions may be taken
without a solid grounding
in the issues and the facts.
While evidence can be
time-consuming to collect,
mistakes can be even more
time-consuming – plus very
expensive – to correct.
As a strategy consultant/
facilitator, I am very familiar
with the need to assemble
and evaluate data on, for
example, ‘where we are
now’ via management
workshops. Sometimes
you even have to go out
specially to collect data on
markets and competitors
as well as operational and
financial data. This data
has to be handled efficiently
and effectively and I often
recommend doing a short
‘position paper’ to assemble,
interpret and evaluate it.
Another reason I find
evidence-based management
appealing comes from my
experience of supervising
MBA projects. Part of
an MBA project involves
conducting systematic
empirical work on a
particular, challenging topic
and I have observed that the
quality of the thinking can
double or treble as a result
of using evidence-based
management. ■
Dr Tony Grundy is an
independent consultant
and trainer, and lectures at
Henley Business School
FOR MORE INFORMATION:

www.tonygrundy.com
See Grundy on video at tinyurl.com/q92h7xb

TONY GRUNDY ARTICLES ONLINE
This is the third article in a series by Tony Grundy on management theories. Due to
steps we have taken to streamline our processes, readers in some parts of the world
will not have seen the first two articles in the series – ‘Theoretically speaking’ and
‘Evaluating performance’ – but both are available at www.accaglobal.com/abcpd.
His series of articles on strategy and economic value added, published in previous
editions of Accounting and Business, can also be found at the same URL.
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The magic of marketing
Starting a new series on improving the performance of the finance function,
David Parmenter kicks off by looking at how to pitch more persuasively to the board
It is no good moaning that
the finance team is not
properly appreciated by
the organisation. Working
hard into the night, day
after day, does not enhance
reputations. To succeed,
you need to manage the
perception of the finance
team’s contribution.
It is important that
corporate accountants
undertake a marketing
programme that puts
the finance team on the
map. As a starter, I would
recommend the following.

Selling change
It is through your audience’s
emotional drivers, and not
through logic, that a story
is sold. Failure to appreciate
this has undermined many
an accountant’s pitch to
the board.
All major projects
need a public relations
machine behind them. No
presentation, email, memo,
or paper related to a major
change should go out
unless it has been vetted by
your PR expert. Do not get

offended when they rewrite
most of your content. Just
admire their genius and
claim the credit when the PR
process works – that’s what
everybody else does.
A sales pitch to the senior
management team and the
board should go as follows:
Make sure you have a
good proposal and
one with a sound focus
on the emotional drivers
that will matter to
your audience.
Focus on selling to the
thought leader on the
senior management
team and board before
presenting your proposal.
This may take months
of informal meetings,
sending copies of
articles, telling better
practice stories, and so
on, to awaken interest.
Remember that the
thought leader may
not be the CEO or
chairperson.
Make sure you prime
the thought leader to
speak first after your
presentation has been

*

*

*

CELEBRATE SUCCESS
Many staff across an organisation notice accountants
working into the night and often wonder what they
are doing as it never appears to be anything of
value – otherwise they would surely be celebrating
those activities.
A celebration is a great communicator of success.
It tells others you have performed well. In going from
one deadline to the next, often deferring a celebration
to the never-ending future, corporate accountants are
missing a vital PR trick. Let’s face it, the marketing
team celebrate all the time, telling everyone how
good they are.

delivered. This gives your
proposal the best chance
of a positive vote.

Many mentors
Have a cluster of mentors.
Over the past 10 years,
I estimate that fewer than
10% of all accountants
at my seminars and
workshops have mentors –
it is no wonder corporate
accountants are so isolated.
In his book, Winning,
Jack Welch, ex-CEO of
General Electric, says that
one mentor is never enough.
Anyone who feels they have
arrived and do not need a
mentor is like a matador
who turns away from the
bull to the adoring crowd to
show how brave they are –
a gesture of stupidity that
will ultimately bring about
a painful end.
Mentors have many
functions from advising
you on tricky stages in your
career and managing work

NEXT STEPS
1 Take more care
with your next
pitch to sell change
2 Find yourself a
mentor or two to
help you on your
journey
3 Read Jack Welch’s
book, Winning
4 Organise that
finance team
celebration
you have been
deferring
5 Celebrate some
success, no matter
how small, at every
team meeting

relationships to getting great
career opportunities. ■
David Parmenter is a
writer and presenter on
measuring, monitoring and
managing performance
FOR MORE INFORMATION:

www.davidparmenter.com
www.davidparmenter.com/courses
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CPD

Get verifiable CPD units
by answering questions
on this article at:
www.accaglobal.com/abcpd

Work on a new accounting
standard for insurance
contracts started in 1997.
Since then, there have been
many obstacles in the path
of a finalised accounting
standard. IFRS 4, Insurance
Contracts, was issued
in 2004 as an interim
standard that largely
permitted the continued
use of existing accounting
standards. In July 2010, the
International Accounting
Standards Board (IASB)
published an exposure
draft (ED) built around
a current measurement
model with all of the effects
of measurement changes
recorded in profit or loss.
One of the main
criticisms of the 2010 ED
was that it would force
insurers to measure both
assets and liabilities using
a current balance sheet
measurement approach
with the effects of remeasurements reported in
profit or loss. A significant
concern was that earnings
volatility would occur
because changes in
market conditions would
affect financial assets
and insurance liabilities
differently. The long-term
performance of the insurer
would not be reflected,
but instead short-term
market fluctuations would
be highlighted.
Another key comment on
the ED was the presentation
of the statement of
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Seeking solutions
Are we nearer an accounting solution to the problem of insurance
contracts, asks Graham Holt
comprehensive income,
particularly as regards the
non-disclosure of such
information as premiums
and claims as a result of
the focus on summarised
margin information. The
comment letters also
raised other concerns such
as the unbundling and
identification of individual
components of an insurance
contract and the treatment
of reinsurance.
In June 2013,the IASB
released an ED to replace
IFRS 4, which would apply
to all insurance contracts.
The IASB’s intent is to
provide a single principlebased framework that would
eliminate inconsistencies
and weaknesses in current
accounting practices. The
IASB and US Financial
Accounting Standards Board
(FASB) have worked towards
a joint insurance contracts
standard, but there are
a few areas where there
are differences in opinion.
The insurance contract
measurement principles are
similar to those in the 2010
ED as it still uses a current
measurement model, a risk
adjustment and a residual
margin, which is renamed
‘contractual service margin’.
A simplified measurement,
the premium-allocation
approach is permitted for
short-duration pre-claims
liabilities and is similar to
existing unearned premium
approaches. Although

aspects of the revised
measurement
model may not
appear to have
changed, the
IASB has made
key changes
relating to
addressing
earnings volatility and
the presentation of
the statement of
comprehensive income.
The IASB has asked
for comments on five key
areas, which are to
be submitted by 25
October 2013.
The liability component
that represents the
unearned profit as
adjusted for future
assumption changes.
A new definition of
insurance revenue
and expenses.
Interest expense
to be presented
separately
between profit
or loss and other
comprehensive
income.
Insurance
contracts where
cashflows are
contractually linked to
underlying items.
A modified full
restatement approach on
transition.
At the date of recognition
of the insurance contracts,
the contractual service
margin (CSM) is determined.
This represents

*
*
*

*
*

»

▌▌▌THE IASB’S INTENT IS TO PROVIDE A SINGLE
PRINCIPLE-BASED FRAMEWORK THAT ELIMINATES
INCONSISTENCIES IN CURRENT ACCOUNTING PRACTICES
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the unearned profit on the
contract(s) at a portfolio
level. It is the excess of
the expected present
value of the cash
inflows less outflows
plus any adjustment
for risk. Any excess
of outflows over inflows is
recognised in profit or loss
as an expense. The CSM is
recognised in profit or loss
in a way that best reflects
the insurance coverage
under the contract.
The CSM should be
revised for any subsequent
changes in the cashflow
estimates as long as the
CSM can absorb any

unfavourable changes. If the
margin is exhausted and the
contract becomes onerous,
all changes in estimates
are recognised in profit
or loss as they occur. The
decision to adjust the CSM
for changes in estimates of
future cashflows effectively
allows the impact of
updating assumptions to be
spread over the remaining
life of the contracts. This
is consistent with the
IASB’s approach to
revenue recognition.
The unlocking of the CSM
will have a significant impact
on performance indicators
and will raise the question
as to how the margin should
be released. The release
of the contractual service
margin should be on a
systematic basis consistent
with the pattern of transfer
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premium’ approach aligns
itself with the revenue
recognition project. The
‘earned premium’ for
a period represents
the sum of the latest
estimate of the expected
claims and expenses for
the period excluding any
recognised in profit or
loss, any change in the
risk adjustment, the amount
of contractual service
margin released, and an
allocated portion of the
premium for the recovery of
acquisition costs.
The proposals on the
presentation of revenue will
significantly affect life

CPD

Get verifiable CPD units
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on this article at:
www.accaglobal.com/abcpd

premium’ is a new concept,
which may not be fully
understood and therefore
misinterpreted initially
by users.
Another significant
change is requiring the use
of Other Comprehensive
Income (OCI) and not profit
or loss to present the impact
of changes in interest rates
on the measurement of
many insurance liabilities.
Under the proposed
approach, the statement
of financial position would
always show a current
measure of insurance
liability. The income
statement, on the other
hand, would reflect the
historical time value of
money locked in at inception
with changes in discount
rates reflected in OCI.
The difference between

▌▌▌GIVEN THE SIGNIFICANT ACCOUNTING CHANGES
PROPOSED, AN ENTITY WOULD NEED THIS PERIOD OF
TIME TO ENSURE THAT IT COULD APPLY THE STANDARD
of services provided. The
2013 ED says that the
release should be sufficient
to determine that all margin
has been released to profit
or loss by the end of the
coverage period. Changes
in the uncertainty or
riskiness of the cashflows
are measured separately by
the risk adjustment and flow
directly to profit or loss.
The IASB has decided
that premium revenue
information should be
presented in the income
statement, as is common in
current reporting for nonlife business. The ‘earned

business, as the ‘earned
premium’ approach is
completely different to the
‘premiums due’ approach
used by many entities.
Insurers will still need to
disclose margin information.
The extraction of the
required ‘earned premium’
from underlying systems
will be challenging and the
volumes reported would
need additional explanation.
The insurance revenue
figure reported in profit or
loss would most likely not
correspond to the amount
of premium received in
the period. Thus ‘earned

discounting the cashflows
in the insurance contract
using a current discount
rate and the discount rate
when the insurance contract
was initially recognised,
is shown in OCI. This
is helpful for contracts
where backing assets are
measured in a similar
manner. However, there are
several types of business
where this decision could
cause a material accounting
mismatch, with changes in
backing assets having to
be measured through profit
or loss. Some observers
feel that if the use of OCI
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were optional, it would give
companies greater flexibility
to minimise accounting
mismatches. It is
unlikely to be an option
supported by the IASB.
The requirement for
insurance contract
liabilities to be determined
using both interest rates
locked in at inception and
current rates will increase
workloads.
The 2010 ED proposed
that when the cashflows
arising from an insurance
contract depend to some
extent on the returns
from specific assets, the
dependency should be
reflected in the discount
rate used to measure the
insurance contract.
Different types of
insurance contracts
have cashflows that
vary with the returns on
underlying items either
through a contractually
specified link or indirectly.
These are referred to as
‘participating’, ‘with-profits’
and ‘index-linked’ contracts,
along with many other
variants. This principle is
retained, but the ED sets
out criteria to be met.
The insurer is required
to hold the underlying
assets, and an underlying
pool of insurance contracts,
or the assets and liabilities
of an insurer as a whole.
Secondly, the contractual
terms need to include a
link between the payments
to the policyholder and
those underlying items.
This approach will reduce
accounting mismatches,
but in a number of markets
it will be challenging to
implement and interpret the
resulting profit.
As a result of the ED,
some of the effects of
discount rate changes where
contract cashflows vary with
underlying items would be
reported in OCI and other
effects in profit or loss.

This mirroring approach
would likely require a
breakdown of cashflows
between those that vary with
returns and those which
are fixed. The resulting
profit from this approach
is unlikely to have a link
with the bonuses being
declared and indeed it may
be difficult to understand
what the profit actually
represents. In markets
where there are sizeable
terminal bonuses on ‘with-
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profits’ policies, this could
lead to an acceleration
of ‘accounting’ profits
relative to ‘distributed’
profits, which may lead
to some unintended
consequences.
The 2013 ED
proposes to allow preparers
approximately three years
from the date of the
standard being published
to the date of mandatory
implementation.
Early application would be
permitted and the entity
would be required to
restate comparatives.
Given the significant
accounting changes
proposed, an entity
would need this
period of time to
ensure that it could
apply the standard.
The standard will
apply retrospectively,
which means that on
transition entities would
have a current measure of
their insurance liabilities
still outstanding which
would include a contractual
service margin to the extent
that the coverage period has
not yet expired. The impact
of changes in the time value
of money from inception of
contracts to the transition
date would be reflected in
accumulated OCI. In order
to help transition, the IASB
has proposed a number of
simplifications. ■
Members will find the
illustrative examples in
the 2013 ED of assistance
when tackling MCQs.
Graham Holt is associate
dean and head of the
accounting, finance
and economics
department at Manchester
Metropolitan University
Business School
FOR MORE INFORMATION:

2013 ED illustrative examples: tinyurl.com/p6j4bfo
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Europe in a spin on rotation
The EU debate on mandatory rotation of audit firms remains unresolved, with differences
emerging within the Council of Ministers as well as between the other two bodies involved
Planned European Union
laws should set the
timing of auditor rotation
somewhere between
six years and 25 years,
the EU internal market
commissioner Michel
Barnier is arguing, as EU
ministers and MEPs grope
towards a deal on the issue.
During a debate in
May on the ongoing EU
audit reform, Barnier
told EU economy and

competitiveness ministers:
‘I don’t have any entrenched
view on duration, but we
must ensure we have an
opening up of the market
and effective audit.’
His comments were his
latest intervention in the
numerous debates on EU
audit reform, now continuing
for more than a year.
Back in November 2011,
Barnier had proposed a
revision of the EU audit

ACCA AND AUDIT REFORM
Sajjad Karim, member of the European Parliament
for North West England and rapporteur for the
legal affairs committee on the EU audit proposals,
addressed an ACCA roundtable on audit in April.
Much of the debate at the roundtable, held in New
York, focused on proposals such as mandatory auditor
rotation. The practical impact on global businesses
of potentially different rotation requirements between
jurisdictions was highlighted.
Karim published his final European Parliament audit
proposals just after the roundtable. They are very much
in line with ACCA’s position, supporting the adoption
of global standards and strengthening the role of the
audit committee on auditor appointment and approval
of non-audit services, as well as recognising the
critical role of professional bodies in maintaining audit
quality, particularly in the unlisted arena.
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directive and a new
regulation on specific
requirements for statutory
audit of public-interest
entities. He proposed
mandatory audit firm
rotation after a maximum
engagement period of
six years and a four-year
cooling-off period before the
firm could audit the same
client again.
If the entity being
audited had appointed
more than one audit firm
– defined by the European
Commission (EC) as ‘joint
audit’ – then the maximum
engagement period could be
nine years rather than six.
Barnier also proposed
banning audit firms from
providing non-audit services
to their audit clients.
Finally, another element
of the 2011 proposals
focused on coordinating
the regulators’ supervision
of auditors. Brussels
proposed that the European
Securities and Markets
Authority (ESMA), currently
in charge of supervising the
functioning of securities
markets, should also oversee
national regulators and
ensure the new EU rules
were followed.

Clean-up
The aim of the reform was
to tighten up the rules for
the audit sector and open
the audit market to smaller
firms. It was part of the
clean-up after the financial
crisis, to which Brussels
believed that auditors had
indirectly contributed.
The EC continues to
have ‘concerns around
conflicts of interest that
have been expressed as

well as the potential for an
accumulation of systemic
risk as the market is
effectively dominated by
four companies (the Big
Four), namely Deloitte, EY,
KPMG and PwC’.
The EC and the EU
Council of Ministers are
now debating the proposals.
Both bodies have to agree
for them to come into force.
The European
Parliament’s legal affairs
committee, which is
in charge of drafting
parliament’s amendments
to the reform, unveiled
its position on the draft
legislation at the end of
April. It thought that the
EC had been overly tough,
and that an audit firm
should be able to inspect
a company’s books for a
maximum of 14 years –
extendable to 25 years if
safeguards to guarantee
the auditor’s independence
were put in place.
Sue Almond, technical
director at ACCA, said that
the European Parliament
had struck the right
balance between reinstating
stakeholder confidence
and fostering a competitive
environment for businesses.
She added: ‘The 25-year
backstop auditor rotation
position should provide
added impetus for audit
committees to exercise
their role without being so
intrusive that it undermines
their responsibility.’
The committee proposed
that only non-audit services
that could jeopardise
the independence of
the auditors should be
forbidden: ‘For instance,
auditing firms would be
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European Parliament, the
European Commission and
the Council of Ministers can
begin by late summer or
early autumn,’ said Kaoutar
Abousmir, parliamentary
assistant to Conservative
British MEP Sajjad Karim,
who is overseeing the audit
reform draft legislation in
the parliament.

Big Four opposition

► BRUSSELS TUSSLES
Different views within the
EU are making it harder
for Europe to reform the
audit market

▌▌▌THE COMMITTEE THINKS THE COMMISSION HAS
BEEN OVERLY TOUGH, AND THAT THE MAXIMUM PERIOD
OF AUDITOR ENGAGEMENT SHOULD BE 14 YEARS
able to continue providing
certification of compliance
with tax requirements, but
prohibited from supplying
tax advisory services
which directly affect
the company’s financial
statements and may be
subject to question by
national tax authorities.’
The European Parliament
has yet to vote on these
proposals and is waiting
for the Council of Ministers
to hold its own vote first.
The Council has had a
harder time agreeing than
MEPs. At the May meeting,
some countries – the Czech
Republic, Malta, Austria,
Hungary and Luxembourg –
did not support mandatory
rotation, believing that it
would bring extra costs
and administrative burdens
without guaranteeing the
EC’s goals.
Germany did not want
mandatory rotation for all
listed companies, although
the country’s economy

minister, Philipp Rösler, said:
‘We could accept mandatory
rotation for banks and other
financial institutions.’
Other EU countries
agreed with the compromise
proposal of the then Irish
presidency of the Council
of Ministers: a maximum
engagement of seven years,
which could be renewed on
the basis of criteria that
still have to be set.

Non-audit
The separation and possible
prohibition of non-audit
services for audited clients
was another hot topic.
Mirroring the stance of
the parliament’s legal
affairs committee, the
Irish presidency suggested
identifying services that
could not be provided at the
same time as audit; most
EU countries agreed to this.
The presidency also
proposed to limit a firm’s
charges for providing
allowable related financial

audit services to 70% of its
audit fees. However, some
ministers suggested that
it was up to a company’s
audit committee to decide
how many non-audit-related
services it wanted to
contract from an audit firm.
Finally, EU ministers
were split on who should
supervise audit networks
in the EU. Some agreed to
the EC proposal. Others,
led by Germany, wanted to
set up a European Board of
Auditors’ Oversight Bodies
(EBAOB) that would emerge
from strengthening the
European Group of Auditors’
Oversight Bodies (EGAOB).
If the legislation is to be
passed during the current
term of the European
Parliament, which ends in
May 2014, the EU Council
of Ministers will have to
agree a final position this
autumn so that they can
enter negotiations with the
parliament. ‘We hope that
negotiations between the

A source at one of the Big
Four told Accounting and
Business that withdrawal of
the draft legislation would
not be such a bad thing
‘because it’s bad legislation’.
However, the source
added there were some good
features that should not be
lost: ‘There are benefits,
not for the auditing firms
but for the capital markets.’
The source noted that a
proposed strengthening
of the role of a company’s
audit committee would
bring improved corporate
governance, for example.
Most of the other
measures proposed by
Barnier are not fit for
purpose, according to the
source. ‘Barnier has said
that it’s not healthy that
85% of the listed company
market is audited by
the Big Four and that he
would like to try to break
this perceived oligopoly,
and rotation is a big part
of that. But it is rare that
a company rotates from
a big auditing firm to a
smaller one.’ The source
cited Italy as having
mandatory rotation but
also one of the most
concentrated audit markets.
Mike Davies, PwC’s global
communications director,
said: ‘Placing too many
restrictions on the work of
auditors risks narrowing
their understanding of
what are often very big,
complex businesses.’ ■
Carmen Paun, journalist
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Technical update
A monthly round-up of the latest developments in financial reporting, audit, tax
and law from the European Union, OECD, IAASB and countries around the world
EUROPEAN UNION
EU BACKS DATA REUSE

Accountants and auditors
have had their right to
trawl information for used
financial, company and
market-related information
held by European Union (EU)
public bodies authorised
by a now revised 2003 EU
directive. Reforms, said
the European Commission,
impose on ‘member states…
the obligation to allow the
reuse of existing generally
accessible documents held
by public sector bodies’.
The new legislation also
establishes charging rules.
http://tinyurl.com/eu-reuse

PORTUGAL PRESSED

The European Commission
is threatening legal action
against Portugal for offering
tax benefits to non-resident
companies more than
25% owned by Portuguese
residents, while denying
them to other non-resident
companies. Brussels says
that this breaks European
Union (EU) fair trading
rules and could ask the
European Court of Justice
to order Portugal to reform
these rules.
Meanwhile, the
Commission has told Spain
to change its allegedly
discriminatory tax rules
on foreign dividends
distributed by a nonresident EU company to
Spanish companies. More
administrative conditions are
required for declaring and
receiving dividends from a
foreign EU company than
from a Spain-based company,
also breaking EU market
rules, claims Brussels.
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▼ PLAIN SAILING

The European Union has ordered Portugal to reform
its rules on tax benefits to non-resident companies

VAT REFUNDS

The UK should always allow
customers to recover VAT
in manufacturers’ refunds
when goods are bought
through a third party such
as a supermarket, says the
European Commission.
European Union (EU) VAT
rules say that refunds to
consumers should include
VAT and purchase net costs
for faulty or flawed goods.
UK regulations do not insist
manufacturers refund VAT
paid when a customer
makes an original purchase
in a shop. The Commission
is threatening legal action
at the European Court of
Justice unless such VAT
refunds are always allowed.

MERGER REFORMS

The European Commission
is consulting on whether
European Union (EU) merger
control rules should give
officials more power to
block the acquisition of
non-controlling minority
shareholdings. Brussels
fears that they can cause

competition problems,
where a minority shareholder
also has an interest in a
competitor. The Commission
is also consulting on plans
to allow merging parties
to refer a case to its
competition officials that
would normally be assessed
by three or more national
competition authorities. The
EU can assume competition
authority over deals with
an EU-wide effect, but
this decision-making can
be challenged by national
regulators, under existing
rules. More information at
http://tinyurl.com/
ec-merger

REGISTER PROPOSED

The European Commission
has proposed creating
a register of all public
subsidies paid by national
governments to companies
within the EU, where
payments are too small
to require Brussels’
prior authorisation. This
mandatory ‘de minimis’
payment register would

help regulators ensure that
companies do not breach
the EU’s €200,000 over
three years maximum for
these payments, and be
a valuable financial data
source. http://tinyurl.com/
ec-register

TAX BREAK PROBED

The European Commission
is probing a new Spanish
tax break, saying that it
could break EU state aid
laws limiting the payment
of public subsidies. Spain
plans to allow tax deductions
for indirect acquisitions
by Spanish residents and
companies of shareholdings
in non-Spanish companies,
which are not available for
such purchases within Spain.
Brussels says that this could
amount to an illegal public
subsidy and so would be
banned under EU law.

PLATFORM MEETS

The EU’s platform for tax
good governance met for the
first time in June. It will help
the European Commission
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develop initiatives to
promote fair taxation
systems in non-European
Union countries, tackle
aggressive tax planning,
and identify and address
double taxation problems.
It meets three times a year;
the next meeting will be in
the autumn. http://preview.
tinyurl.com/eu-governance

caused by base erosion and
profit shifting (BEPS) by
multinational corporations.
More at http://tinyurl.com/
oecd-tax and
http://preview.tinyurl.
com/oecd-beps

OECD

HEDGE ACCOUNTING

G8 ADVISED ON TAX

The Organisation for
Economic Co-operation
and Development (OECD)
has advised the G8 group
of nations on improving
their tax information
transparency. They include
four steps: broad laws
helping governments expand
their network of partner
jurisdictions sharing tax
data; clarifying the legal
basis for swapping such
information; refining
reporting and due diligence
requirements; and
developing common or
compatible IT standards to
facilitate information swaps.
The OECD said it
would also press ahead
with work on guidance
addressing problems
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IAASB: JUNE MEETING
The June 2013 meeting of the International Auditing
and Assurance Standards Board (IAASB) was almost
entirely devoted to finalising the exposure draft (ED)
package on auditor reporting, which was formally
issued on 25 July. This is the latest stage in the
IAASB’s response to the global financial crisis and
specifically to requests from investors for more
informative audit reports.
The ED draws on the results of the 2012 Invitation
to Comment, where there were some mixed views –
especially on auditor commentary, with concern that
auditors should not be providing original information
about the company within the auditor report. The ED
looks to reconcile some of these views and moves into
‘operationalising’ the concepts.
Commentary remains but is rebadged ‘key audit
matters’ to emphasise that the discussion relates to
the audit. The ED considers the ‘filtering’ process to
highlight key matters without overburdening the report
with detail, and asks auditors to pilot this during the
consultation period.
The other key area where the ED proposes more
reporting by auditors is going concern, even though
auditors are largely limited in what they can say.
This ED is a great step forward, aimed at auditors’
reports that provide more transparent and relevant
information. The consultation period is until
22 November 2013.
In addition, the IAASB approved a report describing
the findings of the Clarity ISA post-implementation
review and received initial feedback on responses to
the exposure of a revised ISA 720 (Other Information).

Keith Nuthall, journalist

AUSTRALIA
The Australian Accounting
Standards Board (AASB)
has approved Australian
Accounting Standard AASB
2013-4, Amendments
to Australian Accounting
Standards – Novation of
Derivatives and Continuation
of Hedge Accounting, on
19 July 2013.
The standard has now
been published on the
AASB website. AASB 2013-4
applies to annual reporting
periods beginning on or
after 1 January 2014. Early
application is permitted for
annual reporting periods
beginning on or after
1 January 2005 but before
1 January 2014. ■
Lei Xu, technical manager,
ACCA Australia and
New Zealand

Sue Almond, ACCA technical director

NEW ZEALAND LIVESTOCK TAX
Legislation introduced in New Zealand’s Taxation
(Livestock Valuation, Assets Expenditure, and Remedial
Matters) Bill in September 2012 received royal assent
on 17 July.
The new legislation includes:
tightening the rules for deducting costs of assets
such as holiday homes, boats and aircraft, used both
privately and to earn income;
changes to the GST rules including the introduction
of a registration system which would allow GST
refunds for certain non-resident businesses with
some restrictions;
making lease inducement payments and lease
surrender payments taxable income for the recipient
and tax-deductible expenditure for the payer; and
detailed supporting provisions to the 2012 livestock
valuation rule change which made elections to use the
herd scheme generally irrevocable.

*
*
*
▲ COUNTING SHEEP

New legislation in New Zealand will have implications for
livestock valuation

*
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VT Final Accounts is the popular Excel based
accounts production package from VT Software.
The latest version can be used to generate an
iXBRL accounts or tax computation file from
any Excel workbook or from the pre-tagged
templates contained within the package.
A large number of users of VT Final Accounts
have already successfully submitted iXBRL
files to HMRC.

To download a free 60 day trial please
visit www.vtsoftware.co.uk/ixbrl
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Lease alert
The final proposals for the replacement standard for leases include putting all lease types
on the balance sheets of lessees as well as lessors, as ACCA’s Paul Cooper explains
▼ A HEAVIER LOAD

The proposed new standard
could add $100bn of
operating lease debt to
the balance sheets of the
top 20 global airlines,
according to KPMG

The latest proposals on
leasing, issued in May
2013, follow an earlier
draft and discussion
paper, and take account
of respondents’ previous
concerns.
The latest draft covers
leases of tangible assets,
and a lease is still defined in
terms of a right of use. The
distinction between finance
and operating leases will,
however, be replaced with
‘type A’ and ‘type B’ leases.
The former cover most
of the economic life and
fair value of an asset, so
property leases will mainly
be type B. Importantly, both
types will now be reflected
on the balance sheet of the
lessee as well as the lessor.
A lessee accounts
for a ‘right-of-use’
asset (based on lease
commitments) and a lease
liability (based on lease
payments). Alternatively,
the revaluation/fair value
methods of IAS 16, Property,
Plant and Equipment, or IAS
40, Investment Property,
can be used for applicable

▌▌▌THE CURRENT DISTINCTION BETWEEN FINANCE
AND OPERATING LEASES WILL BE REPLACED WITH
‘TYPE A’ AND ‘TYPE B’ LEASES OF TANGIBLE ASSETS
leased assets. The asset
is amortised while the
liability reduces due to
lease payments (net of the
unwinding of discount).
For lessors, type A
assets are derecognised
and replaced with an asset
for the present value of the
lease payments (reducing as
for the lease liability above)
and the residual asset (as
defined in the draft), with
any resulting difference
recognised in profit or
loss. Type B assets are not
derecognised, and lease
receipts are posted to profit
or loss.
Profit or loss accounting
reflects the lease type, but
additionally, type B lessees
will amortise the asset
in a way that produces
an even straight-line cost
when combined with the
unwinding of the discount

on the lease liability. Type
B lease costs will therefore
appear quite similar, over
time, to current operating
lease costs.
Where an arrangement
does not entail controlling
a specific asset, there is
no lease. Basic examples
of this situation would be
equipment that can be
substituted at any time
for something similar, or
where related essential
consumables must also
be bought from the
supplier. Not all cases may
be clear-cut.
Lease payments can
simply be posted to profit or
loss if a lease is short-term
(one year or less including

any option to extend, and
with no purchase option).
For other lease terms,
optional extensions are
taken into account, and
options to cancel ignored,
if it is realistic to do so due
to the ‘significant economic
incentive’ provided.
The latest draft is
open for comment until
13 September 2013, and
is a joint project with
the Financial Accounting
Standards Board (FASB) in
the US. Businesses will need
time to prepare, and this will
be reflected in the setting of
the implementation date. ■
Paul Cooper is corporate
reporting manager at ACCA
FOR MORE INFORMATION:

A CPD article ‘Lease accounting’ is available at:
www.accaglobal.com/abcpd
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The perks of being the good guy
Corporate social responsibility is moving beyond mere PR to becoming a core part of
business strategy, an ACCA USA sponsored online conversation found
Making big business
loveable isn’t always easy.
Only a fifth of Americans
approved of the behaviour
of large companies, a lower
popularity rating than usedcar salesmen or head lice.
Still businesses
increasingly see much to be
gained from being the good
guy. Companies perceived as
having a positive impact on
society and the environment
can be at a competitive
advantage. The recent
flourishing of ‘corporate
social responsibility’ was
the theme of an online chat
sponsored by ACCA USA
and hosted by Lane Greene,
business correspondent of
The Economist.
Evidence that corporate
do-gooding can help the
bottom line has been
mounting. A study by
the Reputation Institute
in New York found that
people’s willingness to
buy, recommend, work for
and invest in a company is
driven 60% by their opinion
of the business and just
40% by their judgment
of the product itself. That
gives companies a powerful
incentive to devote plenty of
attention to their standing in
society. This can range from
taking care of employees
and donating their expertise
to local good causes to
helping feed the poor and
preserving the environment.
Of course, words are
cheap and real cultural
changes are harder,
according to Andy Savitz,
a member of ACCA USA’s
panel and author of The
Triple Bottom Line: How
Today’s Best-run Companies
Are Achieving Economic,
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▌▌▌BP TRIED TO EMPHASISE ITS ECOLOGICAL
CONCERN BY REBRANDING, BUT THIS LOOKED LIKE
MERE POSTURING AFTER ONE OF ITS WELLS BLEW UP
Social and Environmental
Success and How You Can
Too (see also feature, page
20). Sceptics of corporate
social responsibility can
point to numerous cases
of ‘greenwash’ – in which
companies try to get credit
for being environmentally
friendly while taking little
meaningful action.
‘It is a long-term project
to change a company’s
values,’ said Savitz. Oil giant
BP, for example, had tried
to emphasis its ecological
concern by rebranding as
Beyond Petroleum. This
looked like mere posturing,
however, after one of the
company’s wells blew up in
2010, discharging around
five million barrels of oil into
the sea off the US coastline.
‘It was clearly not about
going “Beyond Petroleum”
on the rigs or refineries,’
said Savitz. ‘BP was a sign

▲ TALKING HEADS

From left: Andy Savitz, author, Shannon Schuyler, head
of corporate responsibility at PwC, Dan Bross, senior director of
corporate citizenship at Microsoft, and Lane Greene, business
correspondent for The Economist
of how short-term thinking
can hurt a company.’
But among the key
problems with corporate
responsibility is how to
measure progress and
assess financial gains to the
company. ‘Quarterly profits
are easy to measure,’ said
Savitz. ‘You can’t put a
number on culture.’
Yet a genuinely
responsible culture can
deliver solid – if hard to
measure – gains, including in
attracting and retaining staff.
‘Starbucks’ fair trade coffee
initiative only directly involves
a few hundred employees but
it helps motivate hundreds
of thousands of baristas,’
Savitz argued.

Another consideration is
how quickly companies can
expect a payback from their
benevolence. Companies
often have an incentive
to start with changes
that deliver clear and fast
payoffs, such as using
resources more efficiently.
‘Something as simple as
turning off the lights saves
money immediately and is
good for the environment,’
said Savitz. A paper by
Harvard business professor
Michael Porter argued that
chemical company Dupont
had saved $2bn from cuts
in energy use between
1990 and 2006. Fast-food
company McDonald’s
meanwhile had managed to
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cut its solid waste by 30%
by changing the materials it
uses to wrap its food.
Sadly, not all rewards
from corporate social
responsibility appear so
quickly. ‘Often the payoffs
are more diffuse and more
uncertain,’ said Greene.
‘For actions that involve
an upfront expense, the
pay-off and the costs are
frequently out of line.’ A poll
taken during the ACCA USA
panel meeting showed that
only 8% of online listeners
had enjoyed immediate
results from responsibility
initiatives. Roughly a third
said that such gains had
only become apparent after
several years while another
third said they had not yet
seen any impact.
The most effective and
durable programmes are
ones that are integrated into
a company’s core business
strategy, participants agreed.
‘There is a distinction to
be made between pure
philanthropy, giving away
resources with no real return
to the business, and more
focused plans,’ said Savitz.
‘These are about harnessing
the power of capitalism for
the benefit of a company and
society. It is about figuring
out ways of making money
by being responsible.’
‘There is no off-the-shelf
“good citizenship” strategy
that fits all companies,’ said
Dan Bross, senior director
of corporate citizenship at
Microsoft, which was recently
voted the most ethical
company in a survey of 100
leading businesses by the
Reputation Institute. Bross
said that Microsoft sought
to play to the company’s
strengths in devising its
citizenship policy. One
example is its YouthSpark
initiative, launched in
September 2012, which
helps young people access
technology and training.
The YouthSpark website

points out that youth
unemployment is more than
double that of the adult
population. Meanwhile there
is a growing gap between
those with computer
skills and those without.
The programme aims to
provide help for such IT
disenfranchised youths.
‘Microsoft’s citizenship
programme also focuses on
other issues in which the
company has a particular
stake, such as data security,
freedom of expression and
human rights,’ said Bross.
A similar tailored
approach is followed by
other leading companies.
Apple donates computers
to schools, boosting its
reputation as well as
introducing young people to

► IMAGE BOOST

Apple enhances its
reputation by donating
computers to schools

► GOOD CITIZEN

Microsoft was recently voted
most ethical company

its products. Film production
company DreamWorks
helps train high school and
college students in the skills
required in the entertainment
industry. Meanwhile oil
company Exxon Mobil helps
fund road improvements in
the poorer countries in which
it operates, improving both
its reputation and its access
to resources.
Panellists also agreed
that non-governmental
organisations were playing
an increasingly positive role
in developing citizenship
programmes. The likes of
Greenpeace and Oxfam once
had a mostly confrontational
relationship with big
businesses. ‘Increasingly
these NGOs are partnering
with companies to help
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ensure the effectiveness of
their social responsibility
programmes,’ said Shannon
Schuyler, head of corporate
responsibility at PwC.
‘There are new intersections
between business and
society.’ One example is
Oxfam’s Poverty Footprint
methodology, which helps
companies understand and
measure the effect of their
operations on the countries
in which they operate. The
charity argues on its website
that this can ‘highlight real
opportunities for enlightened
businesses to make a
positive difference’.
There is also a high
degree of self-interest
in some of the issues
companies focus on.
Microsoft, for example,
takes an interest in the
development of transport
systems in the major cities
in which it operates. ‘We
want to keep employees
happy and part of that is
making sure that they get
to work easily,’ said Bross.
Microsoft also tries to play a
role in improving education
– sending out members of
staff as volunteer instructors
in computer science. It
hopes this will help alleviate
the shortage of technology
graduates, a serious
challenge for the company.
In recent years the
field of corporate social
responsibility has started
to mature, beyond mere
public relations and a
nebulous desire to seem
virtuous. Respected business
academics, including
Michael Porter at Harvard
University, have spoken about
the advantages of corporate
social responsibility for
businesses. ‘There has been
much more rigour brought to
sustainability,’ said Savitz. ‘It
is becoming a core part of
business strategy.’ ■
Christopher Alkan, journalist
based in New York
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Taking stock in Canada
A recent ACCA/IMA CFO roundtable in Toronto raised concerns over a potential future
shortage of senior financial executives to take over from the current generation
In September 2012,
ACCA and the Institute of
Management Accountants
(IMA) based in the US,
released a joint study, The
Changing Role of the CFO,
examining the current and
future role of the senior
finance officer in companies
around the world. The report
concludes that CFOs will
continue to be challenged by
the tug of war between their
role as senior strategist and
business partner, and the
ever increasing demands
placed upon them by greater
compliance, control and
regulatory complexity. On
11 June, ACCA Canada and
the IMA held the first of
a series of Canada-wide
CFO roundtables in Toronto
to provide the Canadian
perspective on the changing
role of the CFO as well as
some of the salient issues
that are keeping them up
at night in 2013. According
to Suzanne Godbehere,
head of ACCA Canada,
‘the roundtable forums are
essential to make sure that
we’re aware of the issues
top of mind to financial
executives’.
While the participants
were drawn from a wide
range of sectors including
healthcare, banking,
telecommunications, IT,
not-for-profit, and mining,
two main themes seemed
to be common throughout.
One echoed the conclusions
drawn from CFOs around
the world in the ACCA/IMA
study, while the other was
a home-grown story that
seemed to be unique within
the Canadian context.
First was the universal
challenge CFOs faced in
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maintaining their role as
a business partner in an
environment that kept
them focused on emerging
regulation and compliance
issues. Not surprisingly,
most CFOs agreed that their
core priorities were still the
same, namely: reporting,
budgeting, risk management,
and internal control. But
there was also a common
recognition that the CFO’s
role was often that of
‘business partner’, bringing
strong analytics and strategy
to the table. ‘The main
challenge we discovered
for most CFOs is making
sure that the core function,
the foundation of financial
management is strong,
in a constantly changing
regulatory environment,’
said Godbehere.
One CFO, Georgina
Kossivas, bursar and chief
financial officer, University
of St Michael’s College,
Toronto, said: ‘Every time
we get a chance to focus on

▲ INTO THE SUNSET

Toronto, Canada. As today’s CFOs head for retirement, will there
be enough accounting talent to step into their shoes?
being a business partner to
the CEO, we end up having
to refocus back on our core
compliance and control
competencies. Ultimately,
you can’t put your
organisation in a position
where it’s not meeting their
regulatory requirements or
managing risk.’
The second theme was
the immediate need for
accounting and financial
management talent in
Canada to feed the senior
financial executive pipeline
and the potential for a future
shortage of senior financial
executives to take over from
a rapidly retiring generation
of baby-boomers. ‘There
seemed to be a general
consensus that it was
increasingly difficult to find
the type of accounting talent
that could follow financial
executives along the path to

CFO,’ noted Godbehere.
One concern was that
accountants working within
large companies were
being pigeonholed into
very specific roles, thereby
lacking the breadth of
experience in their careers
to effectively move along
the senior executive path.
This also posed challenges
for smaller companies that
required mid-level accounting
talent with the experience
to take on broader
responsibilities within their
companies.
At the same time, CFOs
in smaller companies said it
was difficult to attract and
retain new talent because
they couldn’t offer the same
level of exposure and training
as larger firms. ■
Ramona Dzinkowski,
economist and journalist
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Transforming Zimbabwean finance
A recent CFO seminar in Harare attracted high-profile speakers, giving delegates
insights into the challanges and opportunities facing the country’s finance leaders
The CFO seminar was held
on 2 May at the Cresta
Lodge Sango Conference
Centre in Harare. Highprofile speakers included
Herbert Nkala, the board
chairman of several firms
listed on the Zimbabwe
Stock Exchange, Simon
Hammond, chairman of the
Financial Reporting and
Monitoring Panel and Old
Mutual Shared Services
managing director as well
as Jamil Ampomah, director,
ACCA sub-Saharan Africa.
A total of 103 delegates
attended.
The conference shared
the latest insights into the
challenges, issues and

opportunities facing finance
leaders, with a key focus
on finance transformation.
It examined how CFOs are
transforming the finance
function to unlock further
value as the Zimbabwean
economy presents new
challenges into 2013.
In his presentation, Risk
and reward – strategies for
success, Tagarira Mutenga
FCCA, an associate director
in the risk and advisory
division at EY, told the
delegates: ‘CFOs will have to
manage a greater breadth of
risks facing organisations in
a more uncertain and volatile
environment.
‘CFOs will face more

▲ GROUP CALL

Delegates attending
the CFO seminar

scrutiny on the effectiveness
of risk management
approaches and will need
to continue to develop
more effective integrated
approaches.
‘Businesses are really

asking a lot from their top
finance leaders right now
and we don’t see this getting
any easier, particularly
with the level of volatility
and business uncertainty,
pressure and scrutiny.’ ■

Join us at the

CFO European Summit
16 October 2013 • Hotel InterContinental, Warsaw

and take inspiration from the insights of some
of Europe’s outstanding finance leaders
Register now to attend

visit www.cfosummit.pl
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Forging a sustainable future
At the ACCA-WWF Green Economy Forum Pakistan 2013, 150 participants shared their
views on the development of a more sustainable economy

▲ PROUD WINNERS

Winners of the Pakistan Environmental Reporting
Awards pose with the panel of judges

ACCA Pakistan and WWF
Pakistan hosted the Green
Economy Forum 2013
on 5 June in Islamabad.
The event attracted 150
participants including some
CEOs, CFOs, ACCA members
and other professionals from
corporate, public sector and
practice, non-governmental
organisations and media.
The discussion forum
Corporate Pakistan
Leadership in the Green
Economy, was led by industry
experts including Javed
Jabbar, former global vice
president, IUCN, Asif Jooma,
chief executive, ICI Pakistan,
Mehran Mirza, CEO, Premier
Oil Pakistan Holdings, Amr
Ali Reda, country CEO
Lafarge Pakistan Cement,
Irfan Tariq, director general
environment, Ministry of
Climate Change and Arif
Masud Mirza, head of ACCA
Pakistan. The moderator of
the panel discussion was
Sidra Iqbal, TV anchor.
The 11th annual ACCA-
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WWF Pakistan Environmental
Reporting Awards ceremony,
also held on the same day,
recognised and awarded
companies that report on
corporate environmental,
social and sustainability
performance to a broad
range of stakeholders.
The winners for 2012
were ICI Pakistan, winner,
sustainability report;
Engro Corporation, runnerup, sustainability report;
Atlas Honda, winner,
environmental report and
Qarshi Industries, runner-up,
environmental report.
The chief guest of
the event, Marc-André
Franche, country director
UNDP Pakistan, said: ‘I
congratulate ACCA Pakistan
and WWF Pakistan for
holding the Environmental
Reporting Award ceremony
for the past 11 years and
look forward to the launch of
awards for companies which
make a valuable contribution
to climate-compatible

▲ BEST SUSTAINABILITY REPORT

Winner Asif Jooma (far right), chief executive of ICI Pakistan,
accepts his award for Best Sustainability Report

development and associated
research. UNDP would be
very happy to support such
an initiative.’
Arif Masud Mirza, head
of ACCA Pakistan said that
businesses have to start
realising the potential for
a green economy. ‘ACCA
helps develop the business
community and supports it
to develop best practices of
sustainability and integrated
reporting. We have set the
process for creating and
awarding a socio-economic
change and hope to see the
same strengthened,’ he said.
Speaking on the 2012

awards, ICI Pakistan
chief executive Asif
Jooma reiterated his
company’s commitment to
sustainability: ‘Stakeholders
need to be informed of the
measures and initiatives
taken to ensure future
organisational sustainability
and in line with this we
began reporting progress
on our sustainability journey
five years ago. Today we are
proud to be the forerunners
of sustainability reporting in
Pakistan.’
Also present was Dr Ejaz
Ahmed, director general
WWF Pakistan. ■
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Council highlights
Membership subscriptions, a mutual recognition agreement with IMA and preparations
for ACCA’s AGM all came under discussion at the Council meeting held on 15 June 2013
Council held a scheduled
meeting on 15 June 2013.
It was honoured to welcome
to the meeting Jörgen
Holmquist, chairman of
the International Ethics
Standards Board for
Accountants (IESBA). He
gave Council a wide-ranging
presentation covering:
the role of IESBA;
global developments;
IESBA’s outreach
activities;
IESBA’s work programme,
key challenges and future
strategy; and
how ACCA can support
the work of IESBA.
The Council meeting
featured a number of other
discussions on key topics.
Council met in break-out
groups to contribute to
the further development
of ACCA’s strategy
beyond 2015. This was
done through discussing
a number of scenarios
to 2025 which ACCA had
developed in order to
explore the environment
in which accountants
might have to operate and

*

*
*
*
*
*
*

*

the possible impact of
these on the accountancy
profession and ACCA
specifically.
Council approved ACCA’s
consolidated financial
statements, corporate
governance statement
and summary accounts
for the financial period
ended 31 March 2013.
It also approved the
content of ACCA’s annual
(integrated) report,
together with a related
CSR statement, which will
be published on the ACCA
website with the AGM
material. The reporting
suite of material is
available at:
www.accaglobal.com/agm
Council went on to
approve the notice of
meeting for the 2013
AGM. There will be one
item of special business
on the AGM agenda this
year, inviting members
to support a number of
bye-law changes designed
to ensure that ACCA’s
disciplinary bye-laws
remain fit for purpose

*

*

against the background
of developments in
case law and best
practice. In addition,
members will be asked
to approve the annual
report and accounts and
to re-appoint ACCA’s
external auditors. (The
AGM material will be
despatched by the end
of July and members are
encouraged to engage
with ACCA by submitting
their votes by the closing
date of 12 September.)
Council agreed
recommendations
from the Nominating
Committee regarding the
membership of standing
committees in the coming
Council year. It also
approved amendments
to Council’s standing
order for adoption at the
annual Council meeting in
September.
Council considered the
issue of the membership
subscription for 2014. On
a recommendation from
the Resource Oversight
Committee, and taking

into account all relevant
factors, Council agreed
that the membership
subscription for 2014
should be held at the
2013 rate of £205.
Council also approved
a mutual recognition
agreement with the
Institute of Management
Accountants (IMA) in the
US. The agreement, which
was also approved by the
IMA Board of Regents, is
the next step in ACCA’s
strategic partnership
with IMA. For ACCA
members, the agreement
will provide direct access
to a US designation as
well as strengthening
ACCA’s place as a global
leader in the area of
financial leadership and
performance.
ACCA’s AGM will be held at
1.00pm (BST) on Thursday
19 September 2013 at
29 Lincoln’s Inn Fields,
London WC2. The AGM will
be followed by the annual
Council meeting, at which
ACCA’s officers for 2013–
2014 will be chosen. ■

*

CPD: IFRS GLOBAL WEBINAR SERIES
ACCA’s e-learning partner Kaplan Hawksmere continues its global webinar series
for ACCA members with IFRS for SMEs on 5 September. This latest live webinar is
designed as a refresher and update course.
The webinar will start at 10.00 or 16.00 (GMT) and a place can be purchased for £25
plus VAT. Don’t worry if you miss the live recording, as you can still watch this and any
previous webinars in the series at the post-event price of £20 plus VAT.
All the webinars last 90 minutes, with the first 45 minutes being knowledge-based and
the second 45 minutes spent working through practical examples with the presenter. The
course accordingly equates to 1.5 CPD units.
FOR MORE INFORMATION:

To find out more about the IFRS webinars and to book your selection, please visit:
http://tinyurl.com/IFRSwebinars
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162,000

Worldwide membership
of ACCA increased
from 154,000 to nearly
162,000 over 2012/13,
with some 10,361
new members being
welcomed in the period.

ABOUT
ACCA
ACCA is the global
body for professional
accountants. We
aim to offer businessrelevant, first-choice
qualifications
to people of
application, ability
and ambition around
the world who seek a
rewarding career in
accountancy, finance
and management.
We support our
162,000 members
and 428,000
students throughout
their careers,
providing services
through a network
of 89 offices and
active centres.
www.accaglobal.com
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Business leaders and
employers of professional
accountants have endorsed
ACCA as a global leader
in its sector in a survey
covering 35 countries.
Key figures show
that 89% of employers
who replied would
recommend ACCA to
another organisation,
93% agree that ACCA is
a respected brand, 90%
that ACCA is a world-class
organisation, 76% that
ACCA delivers complete
finance professionals, and
79% that ACCA ‘helps grow
my business by providing
accountants with the skills
and capabilities I need’.
ACCA chief executive
Helen Brand said: ‘We also
continue to see very high
ratings from employers for

▼ BRAND STRENGTH

‘ACCA is highly relevant to
all sectors’ – Helen Brand

the strength of our brand;
many have recommended
ACCA to others.
‘The ACCA Qualification
remains highly relevant to
all sectors, providing flexible
routes to entry that work for
school leavers and graduates

of all disciplines. It also
meets employer needs to
access a diverse, global
talent pool of complete
finance professionals. We
will keep investing in new
and existing markets and
sectors to meet demand.’

CUSTOMER SERVICE PLEDGE
Answering 80% of phone calls in 20 seconds and 80% of emails in two days are just
two of the commitments made in ACCA’s new customer service charter.
The charter also explains how ACCA Connect provides easy access to potential and
current students, affiliates and members to get answers to their queries.
Judith Bennett, ACCA’s director of service delivery, said: ‘As we grow as an
organisation, we have to ensure we are contactable when we are needed, and so we
have many avenues of communication – email, telephone, text message, social media.
To make sure we give the service our customers want, we welcome constructive
feedback to help us improve and hone it to what is needed.’
For more information go to www.accaglobal.com/ab6

ACCA ONLINE CONFERENCE
ACCA’s annual Accounting For The Future conference will run from 14 to 18 October
this year, bringing together finance professionals from around the world to discuss
the challenges and opportunities facing the accountancy profession.
Topics will include risk management, corporate culture, reporting for investors,
integrated reporting, finance transformation, the role of the CFO, future career paths,
technology trends, accountancy futures and supporting SME growth.
The event will be brought to you via live webinars and on-demand sessions.
For more information go to www.accaglobal.com/accountingforthefuture

NOT ALL COMPANY CARS
ARE CREATED EQUAL.
THE NEW 129 G/KM JAGUAR XF RANGE.
With over 100 international awards, including BusinessCar’s ‘Best Executive
Car’ and J.D. Power / WhatCar? ‘Best Executive Car 2013’, the Jaguar XF
clearly sets the class benchmark. Now, we’ve raised that benchmark higher
still, with a smooth, fuel-efficient 2.2 litre engine that achieves 57.7mpg and
129 g/km CO2. The XF 2.2 163PS also offers the exceptional standard
specification you would expect from every Jaguar, yet costs as little as
£379*per month on Jaguar Finance, or £199** per month in BIK for company
car drivers paying higher rate tax. The XF range starts at £29,945, for a
business car that’s equal to your highest expectations.
Contact us today to talk to a Business Sales Specialist.

W W W.JAGUAR.CO.UK/BUSINESS
0845 366 1574

DOWNLOAD BLIPPAR FOR AN EXCLUSIVE JAGUAR EXPERIENCE AND
BLIP THIS PAGE FOR YOUR CHANCE TO SET YOUR HEART RACING.

XF 14MY range fuel consumption in mpg (l/100km): Urban 16.7–48.7 (16.9–5.8). Extra Urban 32.8–64.2 (8.6–4.4). Combined 24.4–57.7
(11.6–4.9). CO2 emissions 270–129 g/km. Models shown are a 14MY XF 2.2 Diesel 163PS SE, priced from £29,945 and a 14MY XF Sportbrake 2.2
Diesel 163PS SE, priced from £31,945.
The figures provided are as a result of official manufacturer’s tests in accordance with EU legislation. A vehicle’s actual fuel consumption may differ from that achieved in such tests and these figures
are for comparative purposes only. On the road price is the manufacturer’s Recommended Retail Price, plus First Registration Fee and Delivery Pack. *Business users only. Based on a 36 month
Jaguar Contract Hire agreement on an XF 2.2 Diesel Luxury 163PS, standard specification, metallic paint, a mileage of 10,000 miles per annum (30,000 miles in total), non-maintained. Initial payment
in advance of 6 months rentals + VAT followed by 35 monthly rentals at rental shown + VAT. May be subject to further charges depending on the condition/mileage when vehicle returned. Finance
subject to status. Guarantees/indemnities may be required. This promotion cannot be used together with other manufacturer’s promotions and is subject to availability at participating dealers only
for new vehicles ordered by 30th September 2013, or while stocks last. Jaguar Contract Hire is provided by Lex AutoLease, trading as Jaguar Contract Hire, Heathside Park, Heathside Park Road,
Stockport SK3 0RB. Written quotations are available on request. All details are correct at time of publication and are subject to change without notice. **Based on an XF 2.2 SE 163PS with no options
for a 40% tax payer.
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