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STILL WORK TO BE DONE

Promoting diversity in the financial world and raising
the glass ceiling for women continues to be one of the
key issues for organisations such as ACCA. Globally,
45% of ACCA’s membership and half the student intake
are women, but they still account for only 20% of the
most senior posts held in finance.
In our feature this month on pay and equality, we
report good news and bad. The good news is that
elite females have been catching up with their male counterparts. But the bad
news is that this has been made possible only by the reinvention of the ‘female
servant’, according to University of London professor Alison Wolf in her book,
The XX Factor. She also comments that while educated younger women are
entering the labour market on a far more equal footing with men, salaries of
older women in top professions still often reflect the negative impact of years
of discrimination. We outline the trends in our feature beginning on page 18.
Work conditions are the topic of a feature on audit staff in Asia Pacific
(page 30). In this region, it’s not uncommon to find external auditors working
long hours, without much expectation of a great work-life balance. The results
of three surveys in Singapore, Malaysia and Thailand provide cross-firm and
cross-market comparisons, and also offer a blueprint to enable audit firm
management to shape their talent attraction and retention strategies.
We travel to the Caribbean for our main interview this month (page 12). Aneal
Maharaj FCCA is group FD of ANSA McAL, one of the largest conglomerates in
the English-speaking Caribbean, and based in Trinidad. With 20 years’ experience
under his belt he says how much he values working at the conglomerate, with its
performance culture of entrepreneurship and execution. Always pay attention to
the details, he advises. You have to ‘sweat the small stuff in business. The details
matter at every step of the value chain.’
Lesley Bolton, international editor, lesley.bolton@accaglobal.com
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▲ EMOTIONS RUN HIGH

Members of the Association of Mineworkers and
Construction Union walked out of platinum mines
in South Africa, halting 40% of global supply

▼ ELECTION ANGST

As unrest continues following last month’s
general election in Thailand, concern is
growing about the potential impact on
neighbouring economies in South-East Asia

▲ AUSTRALIA BECKONS?

British retail giant Marks & Spencer is
reportedly gearing up to open its first stores in
Australia this year
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▼ GOING FOR GOLD

Show host Ellen DeGeneres with an Oscar,
pictured at the Academy Awards. PwC is
celebrating its 80th year overseeing the Oscars
balloting process; this year’s ceremony takes
place in March

▲ HAT TRICK

Ahead of Expo 2020 and the 2022 FIFA
World Cup, the UAE hosts the World
Future Energy Summit 2014 in Abu Dhabi

▲ ALL CHANGE

Satya Nadella is named Microsoft’s new CEO as
Bill Gates steps down as chairman. Nadella is only
the third CEO in the company’s history
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News round-up
This month’s stories include reform of the audit market in the European Union, Grant
Thornton’s expansion in Brazil and the Big Four’s plans to appeal an SEC suspension ruling
EU AUDIT REFORM

Reform of the audit market
within the European Union
took another step forward
when the EU’s Legal Affairs
Committee supported the
revised proposals on a
majority vote. The proposal
requires public interest
entities to rotate audit
firms at least every 10
years and limits auditors’
provision of non-audit
services. A vote of the full
European Parliament is
expected in April.

HP RESTATES PROFIT

Hewlett-Packard has
restated the 2010 operating
profits for Autonomy,
reducing them by 81%.
The company has passed
allegations of accounting
irregularities at Autonomy
to regulators in both the UK
and the US. Legal action
has now been initiated by
some HP shareholders
who claim that executives
at the corporation failed
to undertake adequate
due diligence prior to the
US$11.1bn acquisition
in 2011. HP has since
written-down the value of
its Autonomy division by
US$8.8bn. Former senior
executives at Autonomy
described HP’s allegations
as ‘completely false’.

STARBUCKS GETS SMART
Starbucks has disclosed
that it has 10 million users
signed up to its smartphone
payment and loyalty
scheme. Nearly five million
customers a week pay from
their smartphones in the US
alone. This generated more
than US$1bn in revenues for
the company last year.

ACCOUNTING AND BUSINESS

LAST YEAR OF RECOVERY
Faith in the strength of the
economic recovery is at its
strongest than at any time
over the last five years,
according to the Global
Economic Conditions Survey
(GECS), carried out by ACCA
and the IMA (Institute of
Management Accountants).
The GECS quarterly survey,
the largest regular economic
survey of accountants in
the world, gauging the views
of ACCA and IMA finance
professionals globally,
revealed that in the last
quarter of 2013, 55%
believed conditions were
improving or about to do so,
up from 53% in the third
quarter of 2013.

GT EXPANDS IN BRAZIL

Grant Thornton has
completed two merger and
acquisition deals to expand
its operations in Brazil.
A merger with Directa
Auditores, previously part
of the PKF network, has
added 120 staff to Grant
Thornton’s practice. In
addition, Grant Thornton
has acquired KPMG’s
outsourcing business in
Brazil, with a further 70
staff and revenues of
US$5.5m. Grant Thornton
is currently the third largest
provider of outsourcing
services in Brazil.

KPMG PAYS US$8M

KPMG has paid US$8.2m
to settle charges from the
US Securities and Exchange
Commission (SEC). An
SEC investigation alleged
that KPMG had broken
auditor independence rules
by providing prohibited
non-audit services such as

bookkeeping and expert
services to affiliates of
companies whose books
KPMG was auditing. In a
further violation of auditor
independence rules, KPMG
personnel were found by
the SEC to own stock in
audited companies or their
affiliates. The SEC said that
KPMG had ‘compromised’
its independence. A
spokeswoman for KPMG
said: ‘KPMG is fully
committed to ensuring our
independence with respect
to all of our audit clients. In
the years since the events
discussed in this SEC action,
KPMG has implemented
internal changes that are
designed to ensure its ability
to comply with restrictions
on providing non-audit
services to SEC audit clients
and/or their affiliates.’

END OF ACCOUNTANTS

There is a 94% probability
that the work of auditors
and other accountants will
be replaced by technology
within the next two
decades, according to a
report in The Economist.
‘Accountants may follow
travel agents and tellers in
the unemployment line as
tax software improves,’ it
said. The prediction drew
on research from Frey and
Osborne in their paper The
Future of Employment. The
only profession or trade
more likely to be automated
is that of telemarketers,
according to the study.

AUDIT MUST EVOLVE

The audit profession must
evolve if it is to remain
relevant, a KPMG report
concludes. Based on a

survey of the firm’s own
audit leaders from around
the world, the study, Value
of Audit: shaping the future of
corporate reporting, finds the
role of audit needs to include
the provision of added value
to the client. Audit leaders
suggested there was a
need for quality excellence
in audits, backed by the
use of data analytics and
assessments of management
controls and business
strategy. More needs to be
done to assist clients to
understand the limitations of
audit opinions, commented
another audit leader.

BIG FOUR TO APPEAL

The Big Four’s operations
in China will be suspended
from auditing US-listed
companies if a judgment
from the Securities and
Exchange Commission (SEC)
is upheld on appeal. The
firms received a six-month
suspension for refusing to
release audit work papers
to the SEC, which they say
would potentially violate
Chinese information control
laws. The SEC is seeking
the papers as part of
investigations into some
Chinese companies. The
judgment was awarded by
the SEC’s administrative
law judge, who operates
independently from the SEC.
In a joint statement the
firms said they would appeal
the decision, adding: ‘In
the meantime the firms will
continue to serve all their
clients without interruption.’

SASB AND IIRC SIGN MoU
The International Integrated
Reporting Council (IIRC)
has signed a memorandum
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TRENDS

WEALTH OF THE WORLD IN HANDS OF THE FEW

The world’s richest 85 individuals are worth as much as the poorest 50% of the
global population, and the wealthiest 1% own almost half the world’s wealth, claims
Oxfam in the report Working for the Few.
The report also highlights that economic inequality is rapidly increasing; seven out
of 10 people live in countries where inequality has increased in the last 30 years.
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of understanding with the
Sustainability Accounting
Standards Board (SASB)
to collaborate closely on
the evolution of corporate
reporting and disclosures.
SASB executive director
Dr Jean Rogers said:
‘SASB’s standards are a
practical implementation
of integrated reporting in
the context of US capital
markets. The missions
of SASB and the IIRC are
aligned and formalising our
partnership will strengthen
harmonisation and guidance
to companies regarding
improved disclosure on
material sustainability
factors. Both organisations
put investors at the heart of
determining materiality.’

strategies, according to a
report from KPMG Capital.
A study found that 85% of
executives found analysis of
existing data challenging,
while 75% have difficulty in
making decisions related
to D&A. ‘We live in an
increasingly data-driven
world where D&A has the
potential to revolutionise
the way we conduct and
manage business operations
across the entire enterprise,’
said Mark Toon, CEO of
KPMG Capital. ‘From CEOs,
to CFOs, CIOs and CMOs,
the challenge for today’s
executive is understanding
how to draw actionable
insights from data and
turn them into tangible,
genuine results.’

survey. Some 62% of large
companies said that IT
system constraints were
a significant problem,
with 55% saying they will
have difficulty compiling
a complete electronic
inventory of real-estate
leases. Companies are also
concerned at the effect on
their balance sheets, with
58% predicting a significant
impact. ‘It’s clear that
lessees are increasingly
forecasting difficulties
complying with the new
standard, though the
concerns for lessors look
to be easing,’ explained
Scott Hileman, director of
Deloitte Transactions and
Business Analytics.

BIG DATA CONFUSION

LEASE CHALLENGE

MasterCard has signed a
public private partnership
(PPP) agreement with the
Inter-American Development
Bank (IDB) to roll-out the
expansion of electronic

The vast majority of
executives at major
corporations are unclear
how to implement effective
data and analytics (D&A)

Compliance with the new
lease accounting standard
will be very difficult for
corporates to achieve,
according to a Deloitte

LATIN AMERICAN PPP

payment systems across
Latin America and the
Caribbean. The five-year
PPP is intended to cut
transaction costs and
improve efficiencies in the
financial system, including
making governmental
financial systems
more transparent and
accountable. The IDB said
the deal should help the
poorest members of society
to overcome poverty.

UHY EXPANDS

UHY International has
expanded in the Middle
East and the Balkans after
recruiting new member
firms. In Qatar, McKenzie
Shaw will operate under
the UHY name as UHY
Ammo & Co. Its Doha office
will comprise 16 staff,
including four partners. In
Montenegro, local firm Mont
Audit Plus has joined the
network, bringing with it four
partners and eight other

»
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staff. The firm is based in
the capital, Podgorica.

CYBER SECURITY

PwC has formed a strategic
relationship with RidgeSchmidt Cyber LLC, a
consultancy formed by Tom
Ridge, a former US secretary
of homeland security, and
Howard Schmidt, who
advised presidents Barack
Obama and George W
Bush on cyber security.
The partnership aims to
help leaders in business
and government navigate
the increasing demands of
cyber security. Both PwC
and the company already
provide advice to businesses
and governments on how
to protect themselves from
cyber threats.

FOREIGN DIRECT INVESTMENT
Ireland’s low corporation tax rate and favourable transfer pricing rules have made it
one of the three most successful countries in the world for attracting FDI, according
to a study by UHY International.
FDI as a % of GDP

Total FDI inflow 2008-2012

91.4%

Belgium

74.0%

Singapore

44.1%

Ireland

31.6%

Estonia

us$442,255m

us$203,336m

us$92,851m

us$6,897m

Uruguay

22.7%

us$11,139m

Croatia

22.6%

us$12,744m

EU RULES ON FOOD

New controls over highfrequency trading and
restrictions on food
commodity speculation are
at the centre of proposed
new financial regulations
agreed by the European
Commission and EU
member states’ ministers.
The commission said that
regulating agricultural
derivatives will ‘contribute to
orderly pricing and prevent
market abuse, thus curbing
speculation on commodities
and the disastrous impacts
it can have on the world’s
poorest populations’. The
commission is also keen
to put a brake on the use
of high-frequency trading,
which it says threatens
financial markets’ stability.

three years. Most reported
that they are involved in
enhancing their firms’
valuation processes.

REGULATION CHALLENGE

NEDs NEEDED IN AFRICA

Private equity CFOs say that
regulation and compliance
are now the major business
challenges, according to a
survey by EY and Private
Equity International. But
the global survey of CFOs
found that three-quarters
are expecting their firms to
raise new funds in the next
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Peru

Israel

21.5%
16.8%

us$42,283m

us$42,487m

Romania

15.6%

us$26,458m

Australia

15.2%

us$231,209m

African businesses have
an increasing need for
high-quality non-executive
directors (NEDs), but
there are doubts about the
availability of people with
the right skills and time
for the role, according to a
PwC survey. ‘The quality of
our NEDs is now the critical

focus, not the quantity,’ said
Gerald Seegers, PwC’s head
of HR services for southern
Africa. PwC warned that
NEDs in Africa are not
paid enough, and face
rising potential liabilities in
relation to their governance
responsibilities for risk.

UAE SALARIES TO RISE

Pay for professionals in
the UAE is likely to grow
by between 6% and 8%
this year, according to
recruitment adviser Morgan

McKinley. It expects
available jobs to rise even
faster, at 8% to 10%. The
banking, financial and oil
sectors are likely to increase
staffing, concludes the latest
UAE Salary Survey Guide.
However, the firm warns it
is hard to predict increases
in the cost of living and
whether salary rises will
translate into higher
disposable income.

■

Compiled by Paul Gosling,
journalist
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THE PRECISIONIST

Attention to detail is critical in a large business, says Aneal Maharaj FCCA, group FD
of ANSA McAL, one of the largest conglomerates in the English-speaking Caribbean

E
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2008-PRESENT

ANSA McAL, group
finance director, executive
committee member, group
parent board director.

CV

verything about Aneal Maharaj smacks of the
immaculate. From his finely tailored business suit
to his toastmaster-style enunciation, to his belief
that ‘sweating the small stuff’ is an indispensable
attribute of any successful business executive, there is an
obvious attention to precision which betrays a professional
outlook staked on getting the equations right.
In his case, there is a lot on the line. At 45, Maharaj
is group finance director at the ANSA McAL Group of
Companies – one of the largest conglomerates in the
English-speaking Caribbean. With an asset base of close
to US$2bn, revenues nearing US$1bn annually and 60
companies in eight sectors, the company has the economic
capacity of several small Caribbean states. Maharaj has a
leadership role in helping devise and implement strategy,
plus a functional responsibility for financial performance
management and governance.
His company has deep roots. Although it only adopted its
current name in 1992, its origins can be traced back to the
founding of Geo R Alston and Company in 1881 (the ‘AL’ in
ANSA McAL); the setting up of a car dealership in 1919 by
business pioneer Charles McEnearney (the ‘Mc’); and the
establishment of a holding company by Syrian immigrant
Anthony N Sabga (the ‘ANSA’) in 1964. Sabga was later to
lead an acquisition creating the group in 1986.
Today, the ANSA McAL Group is chaired by master
businessman A. Norman Sabga, son of the founding
chairman. Its holdings include the Trinidad Guardian
newspaper (established in 1917), indigenous brands of
safety matches (including Three Plumes), global beer
brands (Carib and Stag), Abel building products and other
well-known Caribbean products.
It has been a long ride to the top for Maharaj, whose first
job involved ‘shredding Gold Bond stamps’ at Touche Ross
& Company, (the predecessor of Deloitte), as an 18-year-old
intern operating ‘almost at the bottom’.
He had in fact begun an academic life with a dual interest
in business and robotic engineering, but the world of
business gained his exclusive attention in the end.
In 2005, when Maharaj moved from the energy sector,
he found his transition to the unique commercial creature
that is the ANSA McAL, headquartered in Port of Spain,
Trinidad, ‘seamless’.
His previous 20 years of working experience had taken
him to finance and planning assignments at companies

2007

Member, energy committee, Trinidad
and Tobago Chamber of Industry and
Commerce.

2002-08

BHP Billiton, vice president – finance
and commercial.

2002

Manager, strategy and planning,
BP Trinidad and Tobago.

2001

Global mature gas coordinator,
BP, London.

1999-2000

Chairman, Taxation Committee and
Council member, Institute of Chartered
Accountants of Trinidad and Tobago

1995-99

Manager, commercial/tax, BP Amoco
Trinidad.

1987-95

Manager, tax/audit, Deloitte & Touche.

including BHP Billiton Limited, BP Global, Amoco
Corporation and Deloitte & Touche (in countries such as
Britain, the US and his home country, Trinidad and Tobago).
Although he occupied top positions everywhere he
has worked, Maharaj treasures the work at ANSA McAL.
‘Here we have a performance culture of entrepreneurship
and execution, with 6,000 staff across eight sectors, 13 key
business lines and 60 companies all connected together

»
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An asset base of 11.3bn Trinidadian
dollars (TTD) (US$1.8bn).
Annual revenues in 2010 of TTD$5.9bn
(US$831m).
Profits before tax in 2012 of
TTD$952m (US$149m).
Listed on the Trinidad and Tobago
Stock Exchange with 172 million
shares. Share price increased 21% in
2012.
Operating in eight sectors with 60
companies employing over 6,000 staff.
Offers products and services to more
than 200 territories.
The group has made TTD$1.5bn
(US$235.11m) in capital investments
over the past five years.
Each company within the group has its
own board and management team.
In the financial services sector, it
includes a merchant bank as well as
life and general insurance operations.
In the automotive sector, it sells Honda,
Mitsubishi, Ford, BMW/Mini, Land
Rover and Jaguar, among others.
It has conducted 12 acquisitions
between 2001 and 2012.
It has major investments in Trinidad
and Tobago, Barbados, Guyana,
Grenada and the US.

through our business model to deliver our targets. It
really is an amazing place to work,’ says Maharaj. He also
recalls work done at BHP Billiton Trinidad as vice president
of finance and commercial. ‘When I joined the firm, oil
reserves had fallen significantly and the project was not
approved by the government or the BHP board at the time,’
he recalls. ‘There was a level of risk, but I could not resist
the opportunity to join and build an organisation together
with the rest of the management team.’
When asked about his ability to adapt to the ANSA
McAL challenge when he eventually arrived on the scene,
he replies: ‘It’s very different. But business is business,
wherever you go.’
He explains: ‘The processes and the industry may be
different, but the approach to doing business, in terms of
paying attention to the details, understanding what the
customer wants, paying attention to the quality of the
product and service you deliver, those things don’t change.’
Such an approach has helped Maharaj navigate what
could easily constitute, to the uninitiated, a corporate maze

ACCOUNTING AND BUSINESS

TIPS

BASICS

ANSA McAL

Attaining the ACCA Qualification
prepares you for the world of
business and I believe is best
completed part-time, because it is
better to work and learn. Practice will
help you apply what you learn.
Prepare for sacrifice and aim for
educational and training opportunities
that require rigour and discipline.
Develop an inquisitive mind. Ask ‘why’
and ‘how’ five times and you get to the
root cause. You have to understand
what drives the numbers first before
you can attempt to understand the
numbers.
Always pay attention to the details.
When you pay attention to the details,
you focus on simple things, such
as how you greet customers at your
business, how you use language
to drive performance, and how you
measure what matters.
Advice to your stakeholders must
take into account all angles and
perspectives.

*
*
*
*

of multifaceted operations spanning sectors as varied as
automobile sales, life and general insurance, merchant
banking, distribution, brewing, manufacturing and retail. The
key to success under such conditions, he argues, is finding
the right fit between corporate activities, business delivery
and the governance structure.
At ANSA McAL, Maharaj suggests this is achieved
through a ‘diverse operating system’ involving separate
companies run by managing directors and their teams,
guided by boards, which in turn report to ‘sector
heads’. They and managing directors are granted
what the corporate centre calls the ‘freedom to act’,
referring to ‘a list of financials and non-financials
authority within which [they] operate’. And he adds:
‘There are very generous “freedom to act” guidelines
but with measured accountability.’

Consistency is key
All of this is explained in a series of ‘Blue Books’
that outline the likes of business ethics and company
policies on finance, operations and human resources,
‘so that we act and behave in a very consistent manner’,
says Maharaj. This ensures corporate tasks do not
become an unnavigable labyrinth of functions and
activities. Successfully executed, the commercial organism
known as the ANSA McAL Group becomes, in Maharaj’s
view, ‘something small’.
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▌▌▌‘I BELIEVE YOU HAVE TO SWEAT THE SMALL
STUFF IN BUSINESS – THE DETAILS MATTER’
‘At any one point in time, the executive committee is
connected to what’s happening out there,’ Maharaj says.
For example, during his stint as chairman of the group’s
retail sector, he says he was able, on a daily basis, to
know ‘how much we would sell, how much we bought
and how much cash we banked’.
Though he concedes there is a level of bureaucracy:
‘Bureaucracy is what makes companies perform’. Maharaj
thinks a simplified approach to preparing budgets and
monthly performance reviews is critical in ‘bringing this all
together’. ‘We measure only what is important.’
He adds that a mix of formal and informal
communication is also necessary to ensure all concerned
have a proper grasp of the overall picture. Maharaj, who
is up at four each morning to exercise and begin work, is
in constant contact with the entire network.
He has also found time to have served as a member
and chairman of the taxation committee of the Institute
of Chartered Accountants of Trinidad and Tobago, and
as a member of the energy committee of the Trinidad

and Tobago Chamber of Industry
and Commerce.
His advice to would-be accountants
is to acquire the right qualifications.
He considers ACCA to be the most
prestigious qualification: ‘It is often misunderstood to be
an accounting qualification,’ he says. ‘It is far from that.
It is a business qualification. The rigour and the discipline
that are instilled pays you back both financially and in
terms of your career for years to come,’ he insists.
The ANSA McAL Group has been an ACCA-approved
employer since 2012, an achievement he values since
taking on his post. ‘This means that the level of in-house
training and development for finance professionals is up
to international standards,’ he says.
And when Maharaj says ‘always pay attention to the
details’, he is not just talking about accounting. ‘I believe
you do have to sweat the small stuff in business. The
details matter at every step of the value chain.
‘Once you do that, as well as apply an inquiring mind
and the ACCA Qualification, it will position you for any
role you want,’ he adds. He considers such qualities
to have served him well. ■

Wesley Gibbings, journalist based in Port of Spain
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PAY LEVELS AND
PECKING ORDERS

At the top of the salary pyramid, women are closing in on pay equality, but their
prosperity is often built on a largely female underclass of domestic workers

T

here is good news and bad when it comes to the
equal treatment of women at work. The good news
is that elite females have been catching up on their
male counterparts – including in professions such
as accountancy. The bad news is that this has been made
possible only by the reinvention of the ‘female servant’,
according to Alison Wolf, author of The XX Factor and a
University of London professor.
‘There has been a great deal of ink spilled about the gap
between the 1% and the rest in recent years,’ she says. ‘But
it has gone largely unnoticed that the best-educated women
have been pulling away from their less fortunate sisters.’
Not all agree that women have been making strides
towards equality. Overall, in the US women still earn only
81% of the median male salary, according to the Bureau of
Labor Statistics. An imposing gap also remains in the UK.
At the very apex of the earnings spectrum, women are also
still in a small minority. Sheryl Sandberg, Facebook’s chief

This trend is reflected in the accounting profession. The
IMA (Institute of Management Accountants) reckons that
women in their 20s earned 90% as much as men last year,
while women in their 50s earned just 77% as much.
Even so, it appears that the wage gap is narrowing
for all age groups. Lee Shiffel, a professor of accounting
at Valparaiso University who led the IMA survey, says:
‘Compared with two years ago, the total compensation is
larger by US$8,500 for women and by US$7,500 for men.’
Sue Almond, technical director at ACCA and a former
partner at accounting firm Grant Thornton, says: ‘It is hard
to describe how much the profession has changed over the
past decades. Not only are women better represented in
the profession, many of the skills at which they often excel
are more recognised. Accounting no longer just rewards the
more macho tasks of winning new business, but also the
softer skills like team building.’

▌▌▌‘THE GREATER FREEDOM AND
PROSPERITY OF THIS TOP TIER HAS BEEN
POSSIBLE ONLY BECAUSE OF AN EXPANDING
UNDERCLASS OF MODERN SERVANTS’
operating officer, has pointed out that women still account
for less than a tenth of America’s best-paid executives.
Still, these crude figures conceal considerable progress,
Wolf believes. While women haven’t fully secured equal
footing in the C-suite, they do now account for half of the
top 2% of US earners.
Wolf says: ‘A large overall wage gap conceals a far
narrower difference for younger women. Salaries of older
women in top professions still often reflect the negative
impact of years of discrimination. Educated younger
women, however, are entering the labour market on a far
more equal footing with men.’

Partner count mounts

Women have also made progress in
the top ranks, with the share of female
partners climbing from 1% in 1989 to
around 20% at present, according to
the American Institute of CPAs. ‘There
still needs to be greater representation
of women at the top,’ Almond says.
‘That means more mentors for young
women coming up the ranks. Even so,
a lot of progress is being made on that front, too.’
There are also more female role models in broader
financial roles. Safra Catz, CFO and president at Oracle,
was the best-paid female executive in 2012; she took home
an imposing US$51.7m – about five times more than
chief executive of BP Bob Dudley, for example. And Irene
Rosenfeld, CEO and chairman of Mondelez International,
took home US$28.8m in 2012.
More broadly, women have been seeing a bigger boost
to their earnings than men. The median salary for collegeeducated females in the US, adjusted for inflation, is up
28% since 1979, compared with a rise of 17% for men.

»
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▲ TIME TO ACT

Sheryl Sandberg, chief operating officer of
Facebook, speaking during Reuters’ Global
Technology Summit, has pointed out that women still
account for less than a tenth of America’s best-paid executives

There is, however, another side to such encouraging and
overdue developments, Wolf believes. ‘The greater freedom
and prosperity of this top tier has been possible only because
of an expanding underclass of modern servants. These
women have taken over the duties of caring for children and
the elderly as well as performing other domestic chores.’

‘Lower consumption often means less employment and
slower economic growth,’ says Bob Williams, an economist
at the Urban Institute in Washington DC. ‘A partner at a Big
Four accounting firm, for example, will usually be spending
a far lower share of their income than a school teacher.’
Meanwhile, a glut of savings risks inflating asset bubbles –
leading to excessive volatility in equity
markets, commodities or house prices.
Economists like Williams also
fear that high-income inequality is
becoming self-perpetuating, leading
to a less meritocratic society. ‘Wealthy
couples are increasingly able to put
their children at a huge advantage
relative to equally talented and intelligent children from less
affluent families,’ he says.
There is no simple solution to such problems, Wolf
admits. ‘Until we have a childcare robot, we will need
an army of workers to take care of the offspring of
elite women,’ she says. ‘Not everyone can be engaged in
higher-earning professions.’
That said, she believes that governments can mitigate
income inequality. ‘Better education for all won’t reduce the
number of women in low-paying jobs,’ she says. ‘But it does
help ensure that it is not just the daughters of wealthy families
who have access to the highest-earning jobs.’ Meanwhile,
higher taxes on the rich could fund better social services to
make life easier for women in less remunerative professions.
As gender inequality narrows, the irony is that
governments may have to work even harder to prevent a
further widening of the gap between rich and poor. ■

▌▌▌WHILE THE NUMBER OF HOUSE-HUSBANDS
IS INCREASING, LESS THAN 4% OF US FAMILIES
HAVE STAY-AT-HOME DADS
Around 97% of workers employed in childcare are
women, research by the Carsey Institute at the University of
New Hampshire shows. And the pay and conditions of such
workers has been falling behind. One result of this is that
women are twice as likely as men to be earning no more
than the minimum wage, figures from the Congressional
Research Service show.
On its own, growing female inequality might not translate
into broader social inequality. ‘If more men were staying at
home while high-earning spouses brought home the bacon, then
the overall income gap might not be rising so fast,’ explains
Wolf. ‘In reality, there is not much sign that this is happening.’
While the number of house-husbands is increasing, less than
4% of US families have stay-at-home dads, the Census Bureau
calculates. The result is that the incomes of high-earning
families are supercharged – with two big and growing salaries.
There is increasing concern that this growing gap
between rich and poor is economically damaging. For a start
the rich tend to save more of their income and spend less.
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COMMENT | RAMONA DZINKOWSKI

Twists and turns
Despite upbeat global economic forecasts for 2014, CFOs cannot afford to turn a blind
eye to risks like currency volatility and interest rate uncertainty, says Ramona Dzinkowski
With all the forecasts for the
global economic story in 2014,
it’s not always easy to uncover
the main plot for the year to come
or what it all means for strategic
financial management.
Generally speaking, and despite
a shaky start to the new year in
equities markets, the mood for 2014 is
favourable, with predictions for global
growth in the 3% to 3.5% range. The
International Monetary Fund is slightly
more optimistic than most, forecasting
that in 2014 global economic activity
will rise by 3.6%. While growth in
emerging markets is anticipated to be
slower than in previous years, companies
targeting sales in developing countries
can still expect favourable conditions,
with predicted growth of between
4.5% and 5%. Emerging Asian markets
continue to hold out opportunities for
international companies, with growth
in China, although slowing, leading the
region once again at 7.3% year over year.
The longer-term trend for emerging Asia
is also favourable, according to an
OECD economic outlook, with
expectations for annual growth of
6.9% between 2014 and 2018.
For companies with
significant exposure to the
European markets, the
story is only somewhat
better for 2014, reports the
International Monetary Fund.
Although policy actions are
seen to have reduced major
risks and stabilised financial
conditions, GDP growth will
limp along at 1%. According
to the latest European
Commission statistics, growth
in 2014 will be strongest in
Latvia (4.1%). The Baltic states
generally will outperform the
region as a whole, but much of the
recovery in the eurozone can be
explained by Germany, as it soldiers
on at an anticipated 1.7%.
However, companies relying on
consumer demand will continue to
feel the pain of high unemployment
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in the region. The commission predicts
that unemployment in the eurozone
will remain at a disappointing 12.2%.
This compares with the marginal
improvements expected for the
US and UK, with unemployment
rates decreasing to 6.9% and 7.5%
respectively in 2014.
As the US economy continues to
recover, with anticipated increases
in GDP for 2014 of 2.6%, US
companies will reap the benefits in
the form of increased revenues and

more favourable cashflows, while
taking the opportunity to make
capital investments in research
and development and productivityimproving technologies.
In its 2014 CFO outlook of midmarket companies, Bank of America
Merrill Lynch reports that more
than half of all companies surveyed
predicted higher sales in 2014 and
almost all will be implementing some
form of growth strategy. The vast
majority of CFOs (82%) said that
their companies were planning to sell
more products and services to existing
customers, followed by 77% who
indicated that they would be targeting
new customers or markets.
But for those trying to steer their
companies through the twists and
turns of potential risks for the coming
year, there are still dangers. The main
protagonists are currency volatility and
its partner, interest rate uncertainty
(particularly as the US Federal Reserve
slows its quantitative easing strategy);
drags on profitability due to rising
healthcare costs and, for some,
falling commodity prices.
Against a backdrop of
strengthening greenback, this
obviously spells good news for
US commodity importers and
other companies with large
US dollar positions – not so
great for commodity-reliant
exporters like Canada and
other oil currency countries.
Meanwhile, a stronger
US dollar will bode well for
net importers in the US but
will tighten margins for those
US companies targeting overseas
markets, particularly in the auto and
medical equipment and supplies
industries, and US finance chiefs are
likely to revisit or ramp up global
sourcing as a cost-saving strategy.
And risk management will be
the star of the show – once again. ■
Ramona Dzinkowski is an economist
and business journalist
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Educating Africa
With just 70% of sub-Saharan African children finishing primary school education, progress
still needs to be made, as literacy opens the door to opportunities, says Alnoor Amlani
Finally on 17 January, six weeks after
his passing away, Nelson Mandela’s
rural village of Mvezo got its first high
school. Too late in my opinion, but
better late than never, and because
it was created by a private company
rather than the government, it is
likely to be properly equipped and
more sustainable.
Today it is clear that the second of
the eight noble World Bank Millennium
Development Goals (MDGs), which
sets the target of universal primary
education by 2015, will not be
achieved, mainly because of the lack
of progress in Africa.
Since 2000 when the MDGs were
first created, the developing world
has increased the rate of completion
of primary education from 80% to
87% of all children. However, only
developing countries in Europe and
Latin America have achieved 100%
primary education completion. In
the Middle East, North Africa and
South Asia, they are at around
90%, and in sub-Saharan Africa
we’re still way behind, just shy
of 70%. In 1999 the rate was
just 53%, so there has been
substantial progress, but it
hasn’t been enough.
There is a
growing body
of opinion that
suggests that
literacy should be a
human right. In the
information and digital
age it will soon be
impossible for anyone
who cannot access online
resources to function actively and
competitively in society. Literacy
and higher education open the
door to many opportunities.
Yet in Africa we find that
one out of three adults still
cannot read, and that the one
who can’t is more likely to be
a woman than a man. The
African student can often be
seen on rural roads walking to

school with no shoes, and carrying
only a few books (if they are lucky).
The main reason is a lack of
well-equipped, staffed and operated
schools, especially in remote rural
areas. Teachers are often on strike
in many African countries due to
poor pay, and well-educated Africans
prefer to move to big cities or live
abroad. Military conflict and internal
insecurity affect the continuity of
educational institutions, as does
the issue of corruption, which often

means public educational institutions
suffer from lack of facilities, books
and qualified lecturers.
Efforts by the private sector and
NGO community to open schools
across the continent have borne some
fruit. NGOs operate in deep rural
areas and they open schools in these
areas with the support of donors such
as The School Fund making a major
difference locally across the continent.
Institutions such as GEMS
Education, with more than 100 schools
in the Middle East and Asia, and
reputable international NGOs such
as The Mango Tree Orphan Trust are
exploring ways of collaborating to
bring quality sustainable education to
remote areas in Kenya and Tanzania.
In the past education was viewed
suspiciously by Africans because it
was brought by colonisers and was
intended to keep the status quo. After
independence Africans changed the
content of education to localise it
and slowly began seeking it.
Today there is no stigma on
education in Africa.
Africa will sooner or later
achieve universal primary
education if the efforts of
committed individuals in
partnership with
private sector and
NGO education
support
institutions
continue.
The Mandela
School of Science
& Technology in Mvezo,
Mandela’s home village, has 25
classrooms offering 700 students
courses in information technology,
science, engineering and agriculture.
It was created after a conversation
between Mandela and Siemens CEO
Peter Löscher in 2010.

■

Alnoor Amlani FCCA is an independent
financial management consultant in
East Africa who writes regularly on
social and business issues
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Destination: Dubai
The UAE meeting of ACCA’s international Council will let us forge partnerships and talk to
members not just in the Middle East but South Asia too, says ACCA president Martin Turner
Later this month, myself and my Council colleagues will be meeting
in Dubai, in the United Arab Emirates.
Every two years since 2006 international Council meetings
have been held away from ACCA’s corporate HQ, giving
Council members an opportunity to see the work
undertaken by ACCA in important and influential
markets. Meetings have taken place in Kuala Lumpur,
Beijing, Prague and Nairobi and, judging from their
success, Council will gain an invaluable insight
into how our members are contributing to the
fast-developing and rapidly changing Middle East
economy, and how ACCA can enable them to meet
challenges and take opportunities in their careers.
We will meet with senior business contacts,
employers and learning providers in the UAE,
and the Dubai staging will also enable us to visit
Oman, Bangladesh, Sri Lanka and Pakistan, to
talk to members, employers and regulators and
explore how we can forge further partnerships with
important stakeholders and contribute to economic
development in those countries.
We will also use the visit to discuss critical issues
for the profession – women in finance, the future
of corporate reporting, and the complete finance
professional – and I am sure these will inform our
thinking in these key areas for the future.
The meeting comes at an important time for the region,
where ACCA has already seen significant growth, but where
there is still a need for more professional accountants to
help drive the economies. There is also an opportunity for the
accountancy profession itself to develop greater national and
regional impact and influence. Many economies are looking at
developing financial services centres, given the shift in the
economic epicentre of the global economy. Significantly, Dubai
recently won the right to stage the Expo 2020 trade convention,
which we believe will create further opportunities for
finance professionals working in the region.
The region has already created many
opportunities. There has been a rapid
growth in member numbers in the UAE.
More than 1,300 members now work
in the Emirates, many having moved
there to pursue their careers.
I look forward to meeting with
as many members in the region
as possible and hearing their
views on how we can continue
to be successful in such an
important market. ■
Martin Turner FCCA is a
management consultant
in the UK health sector
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The view from

‘

TAKING THE PULSE OF A BUSINESS STARTS
WITH KNOWING THE RIGHT QUESTIONS TO ASK’
BERTRAND MBOUCK, BUSINESS CONTROLLER,
WÄRTSILÄ, DAKAR
As a European business
operating throughout
Africa, we’re in constant
dialogue with national
governments, overseas
donors and business
partners. The potential of
opportunities across the
continent is tremendous,
with so many countries
seeking foreign investment
to develop their cities,
harness their natural resources,
maximise their production capacity
and drive their economies forward at
a sustainable pace. Every government,
banking regime and regulatory
environment has specific needs
requiring highly tailored approaches.
Yet geopolitics and macro-economic
factors mean events can develop
without warning; conversely, projects
might suddenly be put on hold.
From a resourcing and financial
planning perspective, adaptability,
agility, risk mitigation strategies and
contingency plans are essential, and
that’s where my team comes in. Cost
structures, input prices, fuel use,
maintenance and operational issues
all must be anticipated, right through
to implementation, extraction,
demolition and beyond. Each project
presents its own unique combination
of challenges.
Taking the pulse of a business starts
with asking the right questions. My
Big Four training meant I encountered
multiple industries, companies,
governance structures, workplace
cultures and management styles, so
I’ve developed the ability to sense
and clarify the challenges people
face, and the critical reasoning to
find solutions. It’s given me a real
advantage, as my team’s primary
mission is to support the business’s

profitability objectives
with quality information
and sound financial
control across 28 different
countries. I need to be
prepared to deal with
uncertainty, and the same
rules and approaches
won’t necessarily lead to
the same results from one
country to the next.
Shrewd bosses should stress the
importance of patience to emerging
talent. My generation is operating
in a business environment that’s
moving much faster than 10 or even
five years ago. And social networking,
smartphone apps and mobile
technology mean that today’s young
professionals are constantly exposed
to success stories and possibilities
that, while providing inspiration
and encouragement, can adversely
impact on their readiness to sustain
a particular role for a reasonable
period before moving on. I tell them
that purposeful ambition doesn’t
require a hasty sprint to the finish
line – and that rushing might mean
missing out on key milestones or
valuable experience. As managers
and mentors, we obviously want to
encourage and reward creativity and
innovation. It’s a fine balance to strike
with tomorrow’s business leaders.
Playing golf and tutoring in chess are
how I relax and recharge. My work
means I travel frequently around West
and Central Africa, but I rigorously
plan my free time. Golf and chess
might not seem like much of a break
for my brain cells – but it’s a totally
different way of thinking. And anyway,
my three-year-old twins always come
up with good playing ideas that are
more boisterous! ■

SNAPSHOT:
CONSTRUCTION
According to a recent Dubai
Chamber study, a stream
of new construction and
infrastructure contracts and
ongoing projects is set to
contribute 11.1% to UAE’s
GDP in 2015, allaying fears
that the sector would suffer
any long-term damage from
the global financial crisis.
‘The construction sector
was significantly affected in
2009/10,’ says Mark Napper,
regional director at Taaheed.
‘Over the past 18 months the
recovery has seen an uplift in
property values by 30% to 40%
and many “on-hold” projects
have been restarted. Sentiment
has certainly improved in the
UAE, with the real estate sector
leading the charge.’
For accountants, this
means more jobs such
as finance managers and
financial controllers in the
growing areas of organisations
that deal with areas such as
compliance, due diligence,
corporate governance and risk.
The sector has in part been
boosted by projects including
the 2022 football World
Cup, to be held in Qatar, and
Dubai’s Expo 2020, as well as
major government-led projects.

1,000 METRES

The planned Kingdom Tower
in Jeddah, Saudi Arabia will
be the world’s tallest building,
standing 1,000m high with
156 floors. It is due to be
completed in 2019.
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Closing the gap
As Africa takes off as a destination for foreign direct investment, the launch of the
World Bank’s IFC African Corporate Governance Network couldn’t come sooner
A salutary lesson for the Western
world since the financial meltdown in
2008 is that there is no easy formula
for ensuring economic growth. Despite
the resilience of US and European
institutions, markets and skills,
restarting the economic engine has
proved sluggish. Africa’s economies,
though, have been faring better,
and the World Bank’s International
Finance Corporation (IFC) has
launched a corporate governance
network to help make African growth
more sustainable.
The October 2013 launch in
Mauritius came none too soon. Africa
has taken off as a destination for
foreign direct investment (FDI). The
continent’s economy has more than
trebled in size since 2002. SubSaharan growth has been even more
impressive, increasing over threeand-a-half times in the period to a
forecast US$1,415bn in 2013. FDI
into sub-Saharan Africa grew at an
impressive compound rate of 22.3%
between 2007 and 2012. For all
African countries, it increased by 5% to
US$50bn in 2012 as global FDI fell by
18%, according to the UN Conference
on Trade and Development (UNCTAD)
annual survey of investment trends.
The IFC’s African Corporate
Governance Network (ACGN) aims to
encourage best practice and capacity
building in corporate governance
among public and private institutions.
It will seek to guide this growth by
making its expertise available for the
network, helping members ‘access
global experience and information
that can be disseminated across the
continent’, says Chinyere Almona,
IFC head of corporate governance
for Africa. ‘We see the support as a
partnership in which ACGN is able to
access IFC information and experience,
while ACGN provides a forum for
continent-wide discussion on corporate
governance and a network of institutes
with whom IFC can partner locally.’
This work is part of the IFC’s DNA,
given that the organisation is the
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largest global development institution
focused exclusively on the private
sector. Working with private enterprises
in more than 100 countries, it uses its
capital, expertise and influence to help
eliminate extreme poverty and promote
shared prosperity. In the 2013 financial
year, IFC’s investments hit an all-time
high of nearly US$25bn, leveraging
private sector contributions.
Improved corporate governance
will underpin such investment, but

developing and emerging markets,
in particular, benefit from strong
governance as companies gain better
access to the external capital required
for economic growth.
In Africa, however, external solutions
without local buy-in have poor success
rates. So the enthusiastic reception
for the network from NEPAD, which
is the African Union’s planning
and coordinating technical body,
is encouraging.

▌▌▌’FOR DECADES, THE FIRST THOUGHTS OF
A POTENTIAL FOREIGN INVESTOR INTO AFRICA
WERE POLITICAL AND RISK INSTABILITY’
will require more trained financial
and accounting professionals to be
deployed in Africa.
The IFC is confident that Africa can
be self-sufficient in such resources.
Almona says that the financial support
sector is growing to match the speed
of African economic development,
which in some cases – such as Sierra
Leone (real GDP annual growth rate
19.8%) and Niger (11.2%) – is among
the fastest-growing in the world.

Network sponsors
The network has so far been financed
by the IFC, Standard Bank, ACCA
and the NEPAD Business Foundation
(the business arm of the New
Partnership for Africa’s Development).
It will be looking for additional
sponsors going forward.
The initiative is sure to find favour
with the Organisation for Economic
Cooperation and Development
(OECD), whose 2012 report Corporate
governance, value creation and growth:
The bridge between finance and
enterprise concluded that a robust
framework of corporate governance
rules and regulations gives investors
confidence and entrepreneurs the
incentive to develop their businesses.
The OECD report emphasises that

Derek Browne, chief operating officer
of the NEPAD Business Foundation,
says that corporate governance plays a
‘crucial role in assuring investors that
there are good management teams who
act ethically and in the best interests of
stakeholders. This is important when we
try to court more capital for business.’
Michael Lalor, lead partner at EY’s
Africa Business Centre, says there is
no doubt that political governance
throughout the continent has improved
dramatically since the Cold War and
the end of apartheid in South Africa.
‘There is a virtuous circle at work
here that is reflected in increased FDI
flows, improved governance – both
political and corporate – and improved
economic performance,’ he adds.
Daniel Malan, director of the Centre
for Corporate Governance at South
Africa’s University of Stellenbosch,
hails the new network initiative as
‘incredibly important’ for Africa. ‘There
are studies showing that institutional
investors are willing to pay a premium
to invest in well-governed entities.’
However, Lalor warns: ‘Corporate
governance can never be disentangled
entirely from political governance. For
decades, the first thoughts entering
the mind of a potential foreign investor
into Africa were political and risk
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instability, which is why analytical
instruments like the Ibrahim Index of
African Governance are so important
and critical investment bellwethers.’
Meanwhile, Lyal White, director
of the Centre for Dynamic Markets
at the Gordon Institute of Business
Science in Johannesburg, cautions that
while supranational initiatives such
as the network have the benefit of
encouraging institutional congruence
in emerging economies, expectations
should be realistic. ‘The upside is
that such accords build in additional
layers of protection,’ he says. ‘The
downside is that they can impede the
efficiency of markets. The perimeters
of commerce are not as clearly
defined in Africa as they are in Europe.
Business is done differently here and
the high returns being delivered are
because these are frontier economies
where players have to be nimble and
innovative, which is not the same as
being corrupt or unethical.’
What’s more, he points out, there
are 54 states in Africa and each market
is different from the others, ‘which
makes the imposition of too rigid
templates problematic’. He adds: ‘Good
governance doesn’t happen at the flick

of a switch, and it cuts both ways.
Multinationals need to be sensitive
to a history of real and perceived
exploitation and more than anywhere
else in the world they need to take a
long view and build strong, symbiotic
relationships of trust with local
communities and African governments.’

Need for transparency
In a similar vein, Lalor says that
‘although corporate governance is not
only a prescriptive game of numbers’,
multinationals need to provide
detailed, transparent accounts – for
example, avoiding lumping entire
regions together, as is often the case.
Paul Moxey, head of corporate
governance and risk management
at ACCA, says people should view
the purpose of governance as being
about ensuring that companies
create sustainable long-term value.
‘If you accept this then it follows
that good governance is essential to
sustainable economic growth.’ He
warns, though, that good governance
is about more than mere compliance
with most codes; it is about creating
the accountability so that boards and
companies focus on value creation.
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▲ POSITIVE REPUTATION

Port Louis, Mauritius – the country’s
reputation for transparency is growing
A European former economic
attaché to Nigeria, who does not want
to be named, says the network is likely
to narrow not only the perceptions
gap between Western and African
economies, but the gap within Africa
as well: ‘South Africa has one of the
most transparent and robust financial
systems in the world, but within
the continent, Mauritius and Kenya
are gaining rapidly in reputation.
Zimbabwe, however, is a disaster. It
is the nature of such best practice
networks that they stimulate internal
competition and benchmarking.’ ■
William Saunderson-Meyer,
journalist based in Pietermaritzburg,
South Africa
FOR MORE INFORMATION:

NEPAD is at www.nepad.org
UNCTAD’s World Investment
Report 2013 is at
http://tinyurl.com/WIR2013
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Way ahead
South Africa’s pioneering introduction of integrated
reporting has had far-reaching consequences
Over the past three years, South
African companies have experienced
a radical shift in thinking, brought
about by the introduction of integrated
reporting to the country’s code of
corporate governance.
Integrated reporting is now
a requirement for listing on the
Johannesburg Stock Exchange (JSE).
It has had far-reaching consequences,
forcing companies not only to report
– but to think – in an integrated way.
They now have to disclose information
they would never have dreamed of
making public a decade ago.
South African companies have
had a head start with integrated
reporting after a decade of putting
sustainability in their annual reports,
says Ian Jameson, Johannesburgbased senior project manager at the
International Integrated Reporting
Council (IIRC). ‘South Africa has been
very much placed on a pedestal in
the development of this framework,
with Professor Mervyn King being
the chairman of the IIRC and of our
local integrated reporting committee.
So we’re well positioned as a country
in terms of taking up integrated
reporting,’ he explains.
Karin Ireton, director of group
sustainability management at Standard
Bank, says that sustainability reporting
is already entrenched in South Africa:
‘The thinking about the non-financial
risks and sustainability was quite
well developed. So for us it was quite
straightforward to assess the most
material aspects that could be pulled
into an integrated report. It is still a
challenge to manage the statutory
financial reporting requirements and
the need for more succinct, readable
integrated reports.
‘For many companies that’s been
an advantage. Especially for JSElisted companies, there has been
quite a depth of experience around
sustainability reporting that has
caused people to already think through
non-financial issues in some detail.
But there is still a long way to go.’
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The heroes of South African
integrated reporting are an unlikely
bunch. Among them is Eskom, a
state-owned electricity generator
which has been criticised by
environmental groups as a lessthan-clean power producer.
Before 2008, when the country was
hit by an electricity-supply crisis that
resulted in rolling blackouts, Eskom
appeared interested chiefly in shortterm gain and made poor provision
for infrastructure maintenance or
increasing power-generation capacity.
Now, the company is one of the leading
lights of integrated reporting.
The 2008 power crisis, explains
Jameson, who left his position
at Eskom last July, presented an
opportunity. ‘It allowed a complete
rethink in strategy. It is a lot easier for
a state-owned company like Eskom
to disclose forward-looking related
information – particularly about some
of the challenges associated with
it – than for a listed private company,
because of the competitive advantagerelated issues. The fact that we had
at the time a R300bn shortfall – I
mean, if any listed company had to
say that in the market it would not be
around the next day!’
What followed was a new strategy
as well as the development of systems
and control manuals to support
the reporting towards that strategy.
An integrated reporting steering
committee was set up. ‘Today, Eskom
is seen as a world leader in terms of
reporting,’ says Jameson.

Labour unrest disclosures
Another champion of integrated
reporting in South Africa is miner
Gold Fields, which has been praised
at the EY Excellence in Integrated
Reporting Awards and PwC Building
Public Trust Awards for its reporting
on risk. Its corporate affairs manager,
Sven Lunsche, was quoted in the IIRC’s
pilot project yearbook as saying there
had been a culture shift in recent
years as mining companies have come

under pressure for their social and
environmental performance. Half of
Gold Fields’ risk relates to non-financial
issues, including labour strikes, which
the company aims to report on in a
more transparent and critical way.
Integrated thinking by management
is now very much in evidence. ‘Mine
managers have to be as accountable
on social and environmental as on
financial issues,’ says Lunsche. ‘We
have an integrated management
approach to running mines and
our quarterly reports reflect this.
Integrated reporting essentially builds
on our practical experience and reflects
how we manage the company.’
The experience of Gold Fields and
other miners, such as Anglo Platinum,
point to just how critical non-financial
factors are to their fortunes. Local
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▲ TOWARDS TRANSPARENCY

South African mining companies now seek to disclose the business risk presented
by such non-financial issues as this 2012 strike at a Gold Fields mine

institutional investors are now also
coming to understand that aspects
once regarded as ‘soft’ or ‘nonfinancial’ are in fact highly material,
hard financial issues. Environmental
issues such as acid mine drainage
– the toxic water building up
in abandoned mine shafts and
threatening to spill over into sensitive
river catchments – is a problem that
will cost at least R30bn to fix. That’s
by no means a soft issue.
Jameson says investor organisations
have been very involved in engaging
with integrated reporting over the past
few years: ‘There are a lot of things in
the investor space which are talking
to the same concepts in integrated
reporting, in terms of making
information more accessible, more
relevant, more material for decision-

▌▌▌ASPECTS ONCE REGARDED AS ‘SOFT’ OR
‘NON-FINANCIAL’ ARE IN FACT HIGHLY MATERIAL,
HARD FINANCIAL ISSUES
making for investors. The investor
community is encouraged to see
integrated reporting. Investors do
see it as a value-add.’
One of the investors that critiqued
reports, including those in the IIRC’s
pilot programme, was the Government
Employees Pension Fund of South
Africa, which agreed with other investor
organisations that integrated reports
provided ‘a more holistic view of
performance and better insight into
risk, strategy, the business model, the
operating context and governance’,

according to the IIRC yearbook.
‘They also appreciated having a
contextual foundation to interpret
and analyse results.’
Rachel Jackson, ACCA’s head
of sustainability, says in terms of
integrated reporting, South Africa has
‘paved the way for everyone else. It was
the first country to introduce mandatory
integrated reporting. It has definitely
been the leader, the country out in front
which everyone is following, and it is
using the King III code as a building
base for the international code.’

»
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▲ POWERING UP

Eskom is adding much needed generation
capacity by building new power stations.
However, there remains plenty of
room for improvement. Professor
Ben Marx FCCA of the University of
Johannesburg, who also sits on South
Africa’s IIRC working committee, says
the new integrated reporting framework
will help bring about that improvement.
‘It provides guidance and a benchmark
of what integrated reporting should
cover and, in my opinion, will also
standardise integrated reporting as
it provides solid guidance on what the
report should cover.’
Institutional investors in South Africa
also want improvements to integrated
reports. They suggest making them
more succinct, less complex and less
cluttered. Other suggestions include
greater engagement with institutional
investors on the content of integrated
reports, more effective stakeholder
engagement, the greater involvement of
boards of directors in their production,
and more focus on broader stakeholder
accountability rather than an exclusive
focus on shareholders.
As to whether or not it has changed
the behaviour of listed companies in
South Africa – or that of their investors
and stakeholders – Marx says: ‘In my
personal opinion, no, not yet. Although
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FACING RESPONSIBILITY
‘Companies looking at the King III code have been starting to wrap their
heads around social and ethics committees, integrated risk committees,
and managing societal and environmental risks. Integrated reporting is
taking it a layer further.
‘The forward-looking aspect is a challenge for many organisations
because they’re quite comfortable saying this was the year that was. But
they are not all that comfortable in projecting forward and saying, at quite
a high level, what they look forward to in 2015 and how they intend to
manage issues that might be risks.
‘For the financial-services sector there is quite a lot happening fairly
rapidly, a lot of regulatory change that we need to reflect as both a risk
and an opportunity.’
Karin Ireton, director of Group Sustainability Management, Standard Bank

hopefully it will.’
Leigh Roberts, project director
of integrated reporting at the South
African Institute of Chartered
Accountants and a member of the IIRC
technical task force, is more optimistic.
‘Three years down the line, it’s safe to
say that we’re better off with integrated
reporting – all thanks to King III, which
smartly assigned responsibility for the
integrated report to the board.’
She says that companies talk
about their internal reporting systems
having widened to include material
sustainability issues, strategic KPIs
have filtered into employee scorecards
and remuneration systems, strategic

projects are being assessed with a
new lens, and packs for board
meetings now incorporate strategic
non-financial information.
And the big advantage for investors,
she says, is that it can offer them
more certainty about the future of the
company they’re invested in.
Many investors believe compulsory
integrated reporting has significantly
enhanced South Africa’s reputation on
global financial markets. Whether it has
also enhanced its economic fortunes is
something that only time will tell. ■
Nicki Güleş, assistant editor,
City Press, South Africa
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The view from

‘

YOU HAVE TO STAY VIGILANT FOR CHALLENGES
CLIENTS MAY NOT YET HAVE ANTICIPATED’
FRIDRICH HOUSA, DIRECTOR, TREASURY & CAPITAL
MARKETS, DELOITTE, MELBOURNE
Identifying and managing
risk is a crucial but
perpetual concern for
heads of treasury and
CFOs in Australia.
My team provides
specialist expertise and
solutions associated with
financial instruments
and derivatives. That
encompasses everything
from internal audit and
risk management strategy to reporting
and valuation. Our work is primarily
compliance-focused, helping heads of
treasury, CFOs and board executives to
protect the bottom line by minimising
their exposure to financial risk.
They’re operating within fast-changing,
complex regulatory frameworks and a
demanding commercial environment;
we help them keep pace.
Clients appreciate it when
professional advisers say what no
one else will say. After all, they’re
paying for expertise. If there’s an
elephant in the room, the adviser
needs to be unafraid to bring it to
their attention, especially as the
consequences of not doing so might
prove extremely costly for that client.
So while firms need people who are
technically and mathematically strong,
the value of listening, analytical and
communicating skills, and of an ability
to command trust, can’t be overstated.
Globalisation calls for even greater
levels of cross-border activity and
knowledge-sharing within professional
services firms. Deloitte’s national team
in Australia already talks regularly with
colleagues in international offices,
especially those in our South-East
Asia, China and US businesses, as
well as the UK. Clients increasingly
want solutions designed and delivered

around their own
international structures,
often needing insights and
experience of applying
different combinations of
regulatory and reporting
regimes. It’s crucial for
us to understand when to
reach out to colleagues, so
that we can pool expertise,
talent and best practice to
our clients’ advantage.
A flair for business development is
increasingly important to succeed in
professional services. Those in senior
client-facing roles must consistently
look at everything through the eyes
of their clients, and stay vigilant for
challenges those clients may not
yet have anticipated themselves.
Empathising, earning trust and
delivering service excellence are
just the start. If you acquire a deep
understanding of their objectives,
values and culture, as well as the
various sector-specific, external and
macro-economic factors that might
impact on their business, then any
‘sale’ would typically represent the
natural last stage of that process.
If you’re passionate about your work,
the question of striving for a good
work-life balance shouldn’t really
come into question. You’ll be willing
to put in the effort to achieve your
career ambitions while still balancing
it all out with whatever you enjoy doing
away from the office to recharge. Our
people work incredibly hard so, as an
employer, we make a conscious effort
to support and encourage them to
find the work-life balance that’s right
for them. For me, tennis, swimming
and running are great ways to unwind.
I don’t run competitively but I’ve
completed a couple of marathons. ■

SNAPSHOT: IT
While Australia might not
be known as a technological
innovation hub, two of the
biggest global names –
LinkedIn and Sony – test
their products on Australians
before rolling them out
internationally.
‘For accountants
specialising in IT, the job
landscape and opportunities
decreased in 2010 but
2013 saw a steady increase
in positions once again,
alongside the banking sector,’
says Simon Wright, marketing
director at CareersinAudit.
‘2014 is looking to be the
best year for IT accountants
for the past four or five years
in terms of job opportunities,
but it’s essential for
candidates to remain up
to date with the latest
developments in the industry
and accounting software to
ensure they are top of the list
for recruiters.’
‘Australia is a technologyfocused country, and tech
clients would expect their
accountants or auditors to
understand their business
and industry. Generally,
accountants require a solid
understanding of current
accounting software and
the ability to stay on top of
technological developments.’

400 MILLION

In the time it has taken to
read this Snapshot, 400
million messages will have
been sent via smartphones
around the world.
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Happy to be here?
A study of audit staff in Asia Pacific reveals dissatisfaction and lays out how firms can
recruit – and retain – talent. ACCA’s Chiew Chun Wee explains
It’s not at all uncommon to find
external auditors in many parts of
Asia Pacific putting in long hours at
work, and the profession is generally
not expected to enjoy great work-life
balance. In a few extreme cases,
young professionals have reportedly
died of overwork. As a result, the
attractions of an audit career are
not necessarily obvious to the new
generation of talent with a different
outlook in life. The motivation and
quality of audit staff fundamentally
affect audit quality, so talent
management understandably ranks
high among audit firms’ priorities.
It was against this backdrop that
ACCA undertook the largest and most
in-depth survey of audit staff in three
Asia Pacific countries in collaboration
with the audit regulators in the
respective markets – the Accounting
and Corporate Regulatory Authority
(ACRA) in Singapore, the Audit
Oversight Board (AOB) in Malaysia
and the Securities and Exchange
Commission (SEC) in Thailand. The
results of the three surveys provide
audit practices with cross-firm and
cross-market comparisons. They also
offer a blueprint for actions for audit
firm management for shaping their
talent attraction and retention strategy.

Highly valuable career
In all three markets, staff see an audit
career as valuable in professional
development because of the extensive
learning experience it offers. Auditors
are given a ‘licence to be nosey’.
Their work gives them an in-depth
appreciation of the inner workings of
their clients, and they rapidly acquire
business knowledge in a range of
markets and industries, identifying
best practices as well as weaknesses
in process and controls. In addition,
audit staff clearly enjoy a great sense
of comradeship with their colleagues
(‘suffer and reap the fruits of labour
together!’). In fact, in Malaysia, 86%
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of external auditors who responded
to the survey said they enjoyed
the nature of audit
work.
Yet only a
low proportion
of respondents
said they were satisfied
with their career in
audit, and many intend
to leave in the near
future. In Singapore, for
example, only 38% of staff
were satisfied, with 65%
planning to move on within
three years. Many want to see
fundamental changes.

The whys
Much of the dissatisfaction stems from
workloads outpacing rewards. Staff’s
passion for audit has to compete with

▌▌▌A COMMON SLOGAN OF AUDIT FIRMS
IS THAT THEIR PEOPLE ARE THEIR GREATEST
ASSETS. THE ASSETS THINK DIFFERENTLY
frustrations with work-life imbalance.
Respondents felt their high workload
was clearly and strongly connected
to clients’ need to strengthen their
financial reporting capabilities, and
to pay fees that reflect the true value
of an audit. Competition among audit
firms is fierce, reducing auditors’
bargaining power. The knock-on effect
is that audit clients sometimes get
away with producing sub-standard
work. This ultimately costs auditors
time and effort and significantly
impacts their productivity, motivation
and job satisfaction.
There is no silver bullet for this
deep-rooted issue. Audit staff believe
– and we agree – that the entire
reporting ecosystem of preparers
(clients), regulators and accounting
industry at large needs to coordinate

and work with the audit profession
to raise the quality of reporting. And
that game raising needs to start from
the source – the preparers.
From the perspective of the audit
firms, engagement management needs
to enforce the ethics of the profession
up to the highest level. Constant
communication between an audit firm’s
engagement management and its
clients is crucial to eliminate obstacles
and prevent misunderstandings.
Encouraging clients to improve
their accounting practices and their
understanding of financial reporting
standards will expand clients’
competencies and raise the quality
of financial reports. Audit staff
also crave even greater involvement
and leadership from engagement
management throughout audits.
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Their greatest assets
A common slogan of audit firms is
that their people are their greatest
assets. The assets think differently.
When asked if they thought their
superiors would try to understand
their concerns and work to retain
them if they decide to go, only 62%
in Malaysia and 56% in Singapore
answered ‘Yes’.
Audit firms need to move beyond
slogans and take concrete steps
to show they value staff and are
genuinely concerned about their wellbeing. Well-received initiatives include
flexible working arrangements,
sponsorship of further studies and
professional qualifications, as well as
recreational corners, bring-your-child
days and gym access.
The outsourcing of administration
and routine tasks would enable audit
staff to focus more on core, significant
tasks. It would reduce working hours,
raise productivity and alleviate work
pressures. Other initiatives that are
seldom available but yearned for
by staff are 360-degree feedback
and more structured and frequent
job rotation within a firm’s different
divisions. However, nothing is more
critical than allocating jobs equitably
and providing sufficient resources for
each assignment.
One major bank was recently
reported to have put in place a nowork-on-Saturday rule for its junior
bankers. This kind of move sends
out an unmistakable message
from the top that long hours
are not encouraged, and that top
management, in a word, cares.

Have wings, will fly
In today’s globalised economy,
a clear premium is attached to
international experience, and audit
staff get that opportunity by going on
secondments. Secondment benefits
include diversified work experience
in terms of culture, working styles
and an entirely different set of client
portfolios. Some survey respondents
thought a prolonged overseas stint
would improve their communication
skills, broaden their horizons, and
enhance their CVs.
In Singapore, almost all the male

respondents under the age of 25
were keen on an overseas posting. In
Thailand, 75% said they would take
up such an opportunity, although
some staff at mid-tier firms did not
see such opportunities as being
available to them.
Firms would be better able to give
employees what they want and to
enhance their own attractiveness to
talent by working more closely with
overseas affiliated offices to explore
more international staff exchange,
including shorter-term arrangements.
Only a fifth of respondents across
all three markets said they aspired to
make partner. The proportion dropped
to a tenth for female respondents in
Singapore and Malaysia. The femaleto-male ratio of audit staff
is roughly 6:4 from
entry to managerial
level, but at partner
level changes
hugely to about
2:8.

The relatively
low proportion of
audit staff aspiring to
make it to partner could
be in part a consequence
of the profession’s work-life
challenge. However, for those
with the capability and will
to attain the Holy Grail of the
audit profession, firms should
address what respondents
saw as unclear partnership
pathways and admission criteria.
As regards the gender imbalance
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at the top, firms should consider
whether their work arrangements are
conducive to family commitments
(a factor that is equally applicable
to male staff). Some respondents
suggested showcasing female role
models in a more pronounced manner
and offering more targeted mentoring
to earmarked female candidates.

Communication
Audit firms need to create an
engaging and open culture where
employees have the confidence to
talk about their well-being as well as
career satisfaction.
They need to
ensure that
staff concerns

are dealt with
transparently so
that even if they
are not completely satisfied,
staff know those concerns are not
merely swept under the carpet. The
talent issues highlighted in the survey
reports provide a good starting point.
Talent management policies need to
progress with time and be subject to
rigorous field-testing to ensure they
are fit for purpose. All efforts will
pay dividends in time in the form of
reduced staff costs and the elevation
of audit quality.■
Chiew Chun Wee is head of policy,
Asia Pacific, ACCA
FOR MORE INFORMATION:

Read the Talent attraction in audit reports: www.accaglobal.com/ab45
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Driving audit quality
Professor Nonna Martinov-Bennie and associate professor Alan Kilgore of
Macquarie University describe Australian CFOs’ perceptions of audit quality
The reputation of the audit
profession has suffered over the
past decade. Maintaining audit
quality and restoring trust after the
global financial crisis and corporate
collapses has thus become a priority,
with regulators introducing reforms
aimed at re-establishing confidence in
the financial reporting system.
Policymakers have sought to
improve the effectiveness – and
perceived effectiveness – of audit
(and auditors) with the introduction
of regulatory changes such as the
Sarbanes-Oxley Act (SOX) in the US,
the UK Corporate Governance Code
and CLERP 9 in Australia, as well
as reports such as the International
Auditing and Assurance Standards
Board’s (IAASB) A Framework for Audit
Quality (2013); the Financial Reporting
Council’s (FRC) The Audit Quality
Framework (2008) in the UK; and Audit
Quality in Australia – A Strategic Review
(2010) from the Australian treasury.
Research has shown that
stakeholders’ perceptions of audit
quality are critical to maintaining
effective and efficient capital markets,
and to building confidence and trust
in financial reports which, in turn,
is crucial for the economic success
of both established and emerging
companies. It is also important for
firms to deliver high-quality audit; it
protects brand name, reputation and,
importantly, the ability to attract new
clients and retain existing ones.
CFOs’ perceptions of audit quality
are particularly important as recent
research suggests that management
continues to be the driving force
behind auditor appointments and
terminations. This makes the views
of key members of the management
team, particularly CFOs’ perceptions,
very important.

Purpose and methodology
To examine what drives audit quality
from the perspective of CFOs we
conducted an online survey focusing
on 10 audit quality attributes
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identified in prior research. These are
summarised below.
The survey was conducted between
May and June 2013 with Australian
CFOs sourced from ACCA’s database.
This interactive survey was designed
to elicit CFOs’ ranking of the relative
importance of each attribute in their
assessment of audit quality.
The relative importance of each
audit quality attribute is measured
by a relative importance score (RIS),
which is a ratio indicating that an
attribute with a score of 10 is twice as
important as an attribute with a score
of 5, so the higher the RIS, the more
influential, or ‘valued’, the attribute.
The results are shown graphically in
Figure 1 (see overleaf).

be second only to firm size regarding
its importance as a driver of audit
quality. These results demonstrate that
the majority of CFOs believe that close
monitoring of the audit process by the
audit partner has a beneficial effect
on the audit team and hence on the
quality it delivers.
Provision of non-audit services (NAS)
NAS is commonly regarded, at least
by regulators, as a potential threat
to audit quality because of its
perceived effect on auditor
independence. This attribute scored
the third highest RIS (12.19),
indicating that CFOs regard it as
having the potential to influence audit
quality significantly, and believe that
when a higher percentage of fees are

▌▌▌THE EMPHASIS ON ‘AUDIT QUALITY
ASSURANCE REVIEW’ BY REGULATORY BODIES MAY
BE MISPLACED AND SHOULD BE RECONSIDERED
Key findings

Audit firm size
This attribute is perceived by CFOs
to be the most important driver of
audit quality (RIS 15.13). A number
of different explanations have been
offered for the strong association
between audit firm size and audit
quality, namely that large firms:
have a greater reputation at stake,
which gives them an incentive to be
more independent
are able to give their clients’
financial statements a higher degree
of credibility
have greater resources at their
disposal and so can attract
employees with superior skills and
experience, hence are better able to
detect errors and generally provide
a better service.
Partner/manager attention to audit
This attribute (RIS 12.50) concerns
the level of control exercised over
the audit process by the responsible
partner. It was perceived by CFOs to

*
*
*

derived from non-audit services, a
threat is posed to audit quality.
Audit partner knowledge about
client industry
CFOs also attached importance to this
attribute (RIS 10.21), ranking it fourth
among the 10 attributes investigated.
The positive association between this
attribute and audit quality is consistent
with the FRC’s Audit Quality Framework,
which identifies the skills and personal
qualities of audit partners as an
important driver of audit quality.
Communication between audit team
and client management
CFOs ranked this attribute fifth in
importance (RIS 10.03) suggesting
that CFOs perceive it to be of some
significance for audit quality. Since
the audit process frequently involves
negotiation between auditor and
client it is not surprising to find
communication between audit team
and client management being accorded
some significance by CFOs as a driver
of audit quality.
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Audit firm industry experience
With an RIS of 9.98, this attribute
received a middle-order ranking of its
perceived importance. This result, to
some extent, reinforces the results of
prior research that industry experience
enhances audit quality. The proposition
here is that industry experience gives
an auditor a better knowledge of the
relevant industry, with consequent
beneficial effects on their judgment
and hence on the audit quality that
they are able to provide.
Audit manager knowledgeable about
client industry
This attribute (RIS 9.64) was perceived
by CFOs to be less important for audit
quality than the attribute ‘Audit partner
knowledgeable about client industry’ (RIS
10.21). An explanation may derive from
CFOs’ greater proximity to, and awareness
of, the audit process, and the fact that
they have direct dealings with both the
audit manager and the audit partner.
Very knowledgeable audit team
CFOs ranked this attribute only

eighth (RIS 9.13) among the 10
attributes investigated. These results
indicate that CFOs in general attach only
modest importance to this attribute and
again reinforces the notion that this may
be because of CFOs’ greater proximity
to, and awareness of, the audit process
and more direct dealings with the senior
members of the audit team, namely the
manager and the partner.
Audit partner tenure
This attribute has the second-lowest
RIS (5.96) – a clear indication that
this is perceived by CFOs as relatively
less important for audit quality. This
is an interesting and significant result
given the recent changes introduced
by regulators and standard-setters in
numerous jurisdictions. For example,
the International Ethics Standards
Board for Accountants Code requires
that audit partners be rotated after a
prescribed number of years, usually
restricting a partner’s association with
a particular client to seven years. This
is an important finding, since CFOs
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are close and astute observers of their
firms’ audit arrangements.
Audit quality assurance review
This refers to the perceived effect on
audit quality of mandatory regular
inspections by bodies such as the
Australian Securities and Investments
Commission and the Public Company
Accounting Oversight Board in the
US. The intent behind these external
inspections is to reinforce public
confidence in audit quality. Since these
inspections are costly to audit firms, it
is important to establish whether they
are effective. This attribute received
the lowest RIS, which suggests that
initiatives of this kind are perceived by
CFOs to be of relatively limited value.

Implications
The CFOs’ perceptions of the
importance of the surveyed attributes
have significant implications for
regulatory and professional bodies
engaged in policymaking and should
prove useful in informing

»
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FIGURE 1: AUDIT QUALITY RELATIVE IMPORTANCE SCORES
Audit quality assurance review
Audit partner tenure
Very knowledgeable audit team
Audit manager knowledgeable
Audit firm industry experience
Communication between audit team and client
Partner knowledge about client industry
Provision of non-audit services
Partner/manager attention to audit
Audit firm size
0

regulatory and professional bodies
when formulating future policies for
promoting audit quality.
First, audit quality assurance reviews
are generally emphasised in regulatory
frameworks as an attribute with
significant consequences for
audit quality. However, the
CFOs surveyed perceived
‘Audit quality assurance
review’ as the least
important of the 10
attributes examined.
The emphasis on this
attribute by regulatory
bodies may be misplaced, and
should be reconsidered given the
associated significant cost to audit
firms.
Second, regulators usually place
the length of the audit partner’s tenure
high on the list of attributes with a
significant impact on independence
and audit quality, but ‘Audit partner
tenure’ received the second lowest RIS
score, suggesting that CFOs perceive
restricting tenure length to have
relatively little importance.
Third, the finding that, while the
surveyed CFOs perceive both firm
and team attributes to be significant
drivers of audit quality, they place more
importance on team attributes than
firm attributes. The team attributes
ranked in the top five are ‘Partner/
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manager attention to audit’, ‘Partner
knowledgeable about client industry’ and
‘Communication between audit team
and client management’.
Finally, the findings of this study
may also be of interest to firms wishing
to promote themselves to potential
clients. Despite the fact that audit
market participants tend to
rely on their assessment of
quality attributes they can
observe (for example,
firm size), this study
suggests that making
other attributes, and
especially audit partner
attributes, more publicly visible
to existing and prospective clients
may be a highly effective means
of demonstrating and signalling audit
quality. By emphasising these attributes,
audit firms may be better able to
differentiate themselves in the eyes of
audit market participants. ■
Professor Nonna Martinov-Bennie
is director of the International
Governance and Performance Research
Centre at Macquarie University.
Associate professor Alan Kilgore is
deputy head, department of accounting
and corporate governance and deputy
director, International Governance and
Performance (IGAP) Research centre at
Macquarie University.
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► WORLD VIEW

CEOs are more confident
that the global economy will
improve than they are about
their own business growth
prospects.
According to PwC’s 17th
Annual Global CEO Survey,
while twice as many as last
year think that the global
economy will improve over
the next year, they are as
wary about opportunities for
their own companies over
the next three years as they
were 12 months ago.
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▼ SKILLS SEARCH

There is a growing concern among CEOs
about finding employees with appropriate
skills, the survey found, due in part to
a shrinking working-age population in
advanced economies and the return of skilled
foreign workers to their home markets.

CEOs CONCERNED
ABOUT SKILLS
51%

-3% -3%

2012

36%

Confident global economy will improve

56%
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63%
58%
53%
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% CEOs naming country as good for their growth prospects, 2013

▲ CEOs CAST A WIDE NET

2014

2013
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2011

2010

CEOs are looking for growth opportunities on multiple
fronts, PwC’s 17th Annual Global CEO Survey has found.
The US, UK and Germany are now regarded more
favourably than some BRICS markets. Indonesia, Mexico,
Turkey, Thailand and Vietnam are also gaining in popularity.

2009

CEO PREDICTIONS

44%
40%

◄ TRENDSPOTTERS

81%

60%

59%

Technological
advances

Demographic
shifts

Shifts in global
economic power

PwC’s survey also identified
the three trends that CEOs
believe will transform their
businesses over the next
five years.
While these trends are
not new, the report notes
that the pace at which
they are developing and
interconnecting with each
other is accelerating.
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DYNAMIC DATA

Investors are demanding companies produce information ever more quickly. Those with
the systems to deliver are seeing lucrative benefits of being ahead of the game

T

he pace of change in business life gets relentlessly
faster, with product life cycles getting shorter and
time for decision-making bacon-sliced to the point
where it seems like no one has any time left to think.
It is no different in the investor community, where the
demand for information from companies in which investors
have stakes has not only ballooned in volume terms but
the pressure is on to produce that data ever more quickly.
This mirrors what is happening in the securities trading
environment, where share transactions are triggered by
computer-based algorithms and executed in milliseconds.
Companies may seem stuck in the middle of all this,
but most are embracing the challenge. That much is
apparent from a recent ACCA research programme entitled
Understanding investors, the fourth and last part of which
looks at the impact of investor demands on corporates.
Most companies surveyed are moving towards even
faster closing of their books, and many are even prepared
to move towards ‘real-time’ reporting – the concept that
companies provide information continuously, rather than
simply publishing financial statements every three, six or
12 months. Speed of financial reporting is preferable to
complete accuracy – at least in theory.
It all sounds hopelessly frenetic, but companies that can
meet investor demands for faster information should enjoy
key benefits. First of all is the internal plus of getting a clear
picture of their own performance in their chosen markets
quickly enough to be able to take action (corrective, preemptive or opportunistic). Faster decision-making in sectors
where innovation and speed of response to customer needs
determine success and failure is the prime advantage of
being able to churn out and use the numbers without delay.
To be able to do that with confidence, however,
companies need rigorous systems, robust controls and good
governance processes in place, creating a virtuous circle
whereby the numbers are not only fast but right.
Ross Paterson, FD at mass transit provider Stagecoach
Group, says the company has been focusing on faster
closing ‘because the board and audit committee have
wanted more time to see and understand the results. That
means that, if they feel that any changes are required, they
have time to reflect on it before it goes to the market.’
Multinational pharmaceutical business AstraZeneca
has long been working on faster reporting, which director
of financial reporting Andy Chard says ‘allows the finance

ACCOUNTING AND BUSINESS

team to move on to other matters more quickly, such as
acting as a business partner’. Indeed, stories are still told
these days of reasonably sized companies having to staple
spreadsheets together to figure out how well they have
performed. Regulatory requirements have been helping
to push out such archaic practices – which are clearly a
drain on resources – but they can still be found, certainly in
smaller businesses not subject to the onerous US legislation
covering systems and controls, Sarbanes-Oxley. Faster
reporting, therefore, uses fewer corporate resources than
slow, cumbersome, unintegrated systems, though there is
obviously a resource issue in terms of buying the systems
and devoting the effort to get from A to B.
Capital markets want the shortest gap between an
event (performance in a financial quarter or success in
pre-Christmas trading, for example) and the reporting of
that event. That reduces the time in which investors are
exposed to risks that arise from the absence of information
(or, indeed, the surfacing of potential misinformation). But
investors also put a premium on companies that are able
to provide information more quickly, typically agreeing that
faster reporting means better management decision-making.
Moreover, investors appreciate that, given that the ability to
do the job faster typically implies that the processes and
controls are of good quality, they can have more confidence
in the numbers that the company gives them.

Figuring it out
Companies increasingly produce unaudited ‘flash’ figures
such as Christmas sales figures. Reporting speed is even
said to be more important than assurance. But as KPMG
UK head of audit Tony Cates notes, this works only if
companies are highly confident that their numbers are
correct. And while investors may say they prefer to be given
estimate figures quickly rather than accurate figures more
slowly, they will surely punish any company that pushes that
trade-off too hard.
Two points emerge from the ACCA study, however,
that give an opportunity to pause for breath, if only for
a moment. The first is that the annual report is still very
much regarded as the most valuable source of input for
making investment decisions. The fact that such a weighty
document, produced just once a year and several weeks
after the financial year-end, should remain such a core
component of the financial reporting process means that
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companies cannot neglect this traditional reporting outlet.
The emergence of integrated reporting could well reaffirm
the primacy of the annual report, as companies and
investors turn to the one document that blends strategy,
performance, risk and social responsibility into a single,
cohesive narrative.
The second point is that the pressure to report more
quickly varies depending on the type of shareholders that a
company has. Those where the shareholder base has a large
component of short-term investors feel the pressure more
acutely: some hedge funds, corporate governance vigilantes
and IT-driven investment platforms will typically react to
headline news, pouncing on any crumb of information that
seems out of line with market expectations. Longer-term
investors, by contrast, are less bothered about speed of
reporting (but, it should be noted, they are not unbothered).
Achieving faster closing and reporting is not easy,
and the ACCA research has identified a number of
obstacles. Technology infrastructure is regarded as a
bottleneck preventing further acceleration of the process,
while companies are also concerned about the tradeoff between quality of data and speed. A lack of staff
resources is another issue. Top of the list of obstacles
to faster reporting, however, is (according to corporates)
the ‘reluctance of auditors to increase the speed of the
process’. Auditors and companies are eyeball-to-eyeball:
Bob Dohrer, global leader for quality and risk at RSM
International, says: ‘I think auditors are making huge
strides towards providing information more quickly, but
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▲ SNAPSHOT IN TIME

Up-to-the-minute performance data, particularly at key times such
as the Christmas period, gives investors the most informed view
they are heavily dependent on the quality of the company’s
internal controls, reporting mechanisms and structures.’
So again it comes back to systems. The right way to deal
with this will vary between companies, depending on what
systems are already in place and how long the journey to
‘fast-close Nirvana’ is. What’s notable at AstraZeneca is that
the goal of faster closing is not the sole responsibility of
head office. Rather, local business units are responsible for
their own figures. For a business with as much intra-group
trading as AstraZeneca, that means ‘local CFOs can’t submit
their numbers until their intercompany reconciliations are
complete, so it becomes part of their process rather than
our process’, says Chard. ‘Holding the local CFOs to account
for their numbers took a lot of heat out of our consolidation
process. It was a big step forward for us.’
In other words, fast closing provides benefits to the
group. It therefore has to be a group effort. And there is
no sign of that effort diminishing. ■
Andrew Sawers, journalist
FOR MORE INFORMATION:

Understanding investors: the changing corporate
perspective is at www.accaglobal.com/reporting
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CLOSING THE
DISCLOSURE GAP

Listed companies in emerging markets are catching up with those in developed
companies on sustainability reporting, says Corporate Knights’ Doug Morrow

T

he reporting practices of publicly traded companies
have evolved dramatically over the past 20 years.
While the foundation of the balance sheet, income
statement and cashflow statement remains intact,
today’s listed companies supplement these core documents
with a diverse body of information and data covering
corporate policy, strategic plans, business targets and
accounting policy, as well as forward-looking information.
The broadening scope of corporate disclosure is being
driven to a large extent by tightening regulatory requirements,
as well as a result of the growing demand among investors
for more comprehensive company-level information.
It is against this backdrop that the recent explosion in
corporate sustainability reporting should be viewed.
Sustainability reporting – loosely defined as the practice
of providing information about a company’s environmental,
social and governance risks, opportunities and management
capabilities – is the latest innovation in this trend towards
expanding corporate reporting and transparency.
Sustainability reporting may not always move the market,
but it can provide a fascinating window into corporate
strategy and behaviour. How companies perform on such
indicators as annual greenhouse gas (GHG) emissions over
revenue, CEO compensation over average employee salary
or lost-time injury rate can provide rare glimpses into their
strategy for managing costs, their approach to motivating
employees and their operational effectiveness.
On a look-ahead basis – with complex systemic
challenges such as climate change, resource depletion,
urbanisation, population growth and rising fossil-fuel prices
on the horizon – it is hard to imagine sustainability reporting
becoming less useful to investors.
It is for these reasons and more that Corporate
Knights sought to analyse the general state of corporate
sustainability reporting across the world’s equity markets
with our recent report, Trends in Sustainability Disclosure:
Benchmarking the World’s Stock Exchanges, 2013. The
report was the second in the series, following up on our
inaugural study released in 2012.
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WHY THE SDGs MATTER
‘The United Nations’ Sustainable Development
Goals (SDGs) – which will replace the Millennium
Development Goals (MDGs) in 2015 – should matter
to investors. They offer a significant opportunity
to enhance corporate sustainability disclosure and
to demonstrate clearly to governments, business
and civil society the linkages between corporate
transparency and sustainable development.
‘Aviva Investors convened the Corporate
Sustainability Reporting Coalition (CSRC) in 2011
around the Rio+20 Earth Summit to advocate a global
convention on integrated sustainability reporting. It
represents investors with assets under management of
approximately US$2 trillion and includes organisations
as diverse as ACCA, the Global Reporting Initiative and
the Carbon Disclosure Project.
‘The last set of MDGs failed to engage the private
sector effectively, instead focusing on the role of aid
and foreign direct investment, missing out on the
potentially transformative effect the sector could have
in delivering the goals’ vision.
‘We were delighted that the reports that have so
far fed into the SDGs’ development process have all
recommended the promotion of integrated reporting
as part of the goals, including the High-Level Panel
chaired by UK prime minister David Cameron.
‘It is vital that the SDGs recognise the importance
of good corporate governance in delivering the
goals and in channelling private finance to the most
sustainable and productive uses in our economy.
The opportunity the SDGs presents now should
not be missed.’
Steve Waygood, convener of the CSRC and chief
responsible investment officer, Aviva Investors
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Metrics analysis
In the most recent study, launched in October 2013, we
were interested in figuring out which markets were home
to the world’s most advanced sustainability reporters. In
order to make some sense of the admittedly wide-ranging
nature of sustainability reporting, we focused our analysis
on a set of seven specific metrics: employee turnover,
energy use, GHG emissions, lost-time injury rate, payroll,
waste produced and water consumption. By looking
at the proportion of companies on each exchange that
discloses these metrics, we effectively ranked the world’s
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emerging markets-based stock exchanges are on track to
overtake their developed-world counterparts in terms of the
proportion of their listings that disclose the seven ‘firstgeneration’ sustainability metrics reviewed in the study.
While this ‘catch-up’ process is the result of many
different factors, one of the primary drivers has been an
influx of reporting mechanisms implemented by stock
exchanges and other regulatory actors. Celebrated examples
include the decision of the Securities and Exchange Board
of India to mandate the inclusion of business responsibility
reports in the annual reports of India’s 100 largest listed
entities based on market capitalisation.
Sustainability reporting can be
viewed as the latest manifestation in the
more general trend towards expanding
corporate disclosure practices. Future
milestones include integrated reporting
and the provision of more granular and
standardised non-financial information.
In addition to facilitating a more complete picture of a
company’s social and environmental impacts, sustainability
reporting gives investors an additional source of data that
can be mined in the context of portfolio management. ■

▌▌▌SUSTAINABILITY REPORTING CAN PROVIDE
A FASCINATING WINDOW INTO CORPORATE
STRATEGY AND BEHAVIOUR
stock exchanges on the sustainability disclosure practices
of their listed companies.
BME Spanish Exchanges, based in Spain, received top
billing in the 2013 ranking, moving up from fourth position
in 2012’s assessment. The top five were rounded out by the
stock exchanges in Helsinki, Tokyo, Oslo and Johannesburg.
Our most noteworthy finding was that stock exchanges
based in emerging markets are rapidly closing the
‘disclosure gap’ between themselves and stock exchanges
in the developed world. This is a reflection of the surge
in sustainability reporting that we are witnessing by
listed companies based in emerging markets, including
Brazil, India and South Africa. Our analysis indicates that

Doug Morrow is vice president of Corporate Knights Capital
and a member of ACCA’s Global Forum for Sustainability
FOR MORE INFORMATION:

Trends in Sustainability Disclosure: Benchmarking the
World’s Stock Exchanges, 2013 is at
http://tinyurl.com/corporate-knights
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GLOBAL GROWTH

Annual survey of top 50 global accounting networks shows a strong rise in advisory
work but audit fees under pressure and a slowdown in the overall rate of growth

W

hile global accounting firms reported overall fee
income growth in 2013, the rate of growth has
dipped for the second time since 2009, driven by
downward pressure on fees, greater regulatory
scrutiny and intense competition across the industry.
According to the latest survey of
global accounting firms conducted by
International Accounting Bulletin (IAB),
the 50 top international accounting
networks and associations earned a
combined $169.7bn in fees in 2013,
up 3% on the year before; in 2012 the
growth rate had been 5%.
For the second time in four years, Deloitte has overtaken
PwC as the largest global accounting network, reporting
$32.4bn in fee income. Deloitte leapfrogged PwC for the first

time in 2010 by just $9m. Deloitte’s lead is thanks mainly to
its advisory work – it has expanded its advisory fee income
by $4.5bn since 2008, while PwC’s advisory revenues grew
by $2.4bn in the same period, according to IAB data. PwC
announced at the end of 2013 that it had signed a tie-up

▌▌▌NEARLY HALF OF RESPONDENTS SAID THEY
ARE CONCERNED FEE PRESSURE HAS LED TO A
DECREASE IN AUDIT QUALITY AT SOME FIRMS

THE FINANCE VALUE CHAIN
IAB ’s findings show the profession is seemingly in
good health with a robust fee income.
But we cannot be complacent; the accompanying
decline in growth shows that there are also pressures
which come hot on the heels of global financial
turbulence and increased regulation.
It will be interesting to see how
the audit market shakes down
given the recent rulings from
the EU and competition
issues in the UK.
This is a time for the
profession to reappraise and
restate where its true value
lies, and for ACCA to ensure
members can oversee the
whole finance value chain,
from understanding
and interpreting the
numbers to being
strategic and
trusted advisers.
Sue Almond, ACCA
technical director
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with global consultancy Booz & Co, which is likely to boost
the network’s advisory capabilities significantly.
The gap between third-ranked EY and fourth-placed
KPMG grew by $1bn in 2013 to $2.4bn. In 2011 the fee
income difference between the firms was just $170m.
The move towards advisory work by the big accounting
giants has been a growing trend over the past few years. IAB
historic data shows that since 2004 the Big Four combined
have increased their advisory revenues by more than $29bn
while audit and accounting revenues increased by $13.1bn
and tax work revenues by $8.6bn in the same time period.

Audit under pressure
Audit and accounting services account for an average of
48% of overall fees earned by the top 10 networks, which
indicates a downward trend from 53% in 2008. One of the
main constraints on audit is fee pressure, which has become
increasingly acute through the global economic downturn
and continued in 2013.
Over 64% of firm leaders from around the world told
IAB in an anonymous fee pressure survey that they have
noted an increase in audit fee pressure in the past 12
months. Nearly half of all respondents (48%) said they are
concerned that fee pressure has led to a decrease in audit
quality at some firms and 36% of respondents admitted
to facing an ongoing challenge to maintain audit quality in
the face of fee pressure at their own firm. In answer to the
same question, an additional 25% said they had faced audit
quality concerns over the past year due to fee pressure, but
had addressed those concerns.
IAB surveyed more than 250 firm leaders globally in
January 2014 for the fee pressure survey.
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TOP 10 GLOBAL ACCOUNTING NETWORKS
Rank

Network

Revenue

Growth rate

Year end

1

Deloitte

$32,400.0m

4%

May-13

2

PwC

$32,088.0m

2%

Jun-13

3

EY

$25,892.0m

6%

Jun-13

4

KPMG

$23,420.0m

2%

Sep-13

5

BDO

$6,453.1m

7%

Sep-13

6

Grant Thornton International

$4,519.0m

8%

Sep-13

7

RSM International

$3,714.1m

–7%

Dec-13

8

Baker Tilly International

$3,404.2m

3%

Jun-13

9

Crowe Horwath International

$3,168.2m

3%

Dec-13

10

Nexia International

$2,918.0m

3%

Jun-13

Increased regulation
At the end of 2013 the EU audit reform regulation and
directive documents were agreed on by EU parliament,
the European Council and the European Commission.
If approved by MEPs (which could happen as we go to
press) this audit reform will enforce mandatory audit
firm rotation every 10 years for EU public interest entities.
The EU audit reform is also likely to impose a 70%
cap on fees earned for non-audit services rendered to
an audit client.
IAB editor Ana Gyorkos says: ‘The introduction of
mandatory rotation across EU member states is likely to
lead to increased tenders in audit as well as to open up
more opportunities for the mid-tier to tender for advisory
work. Many mid-tier leaders feel the EU reform has not
gone far enough to increase competition in the audit market
and believe that despite the increased amount of audit
tenders they are likely to rotate among the big firms only,
while the Big Four claim the introduction of rotation and
additional non-audit services caps could lead to decreased
audit quality.’ ■

TOP 10 MARKET SHARE

19%

33%

19%
13%

14%

This article was contributed by International Accounting
Bulletin
FOR MORE INFORMATION:

Deloitte

PwC

EY

KMPG

Mid-tier

www.internationalaccountingbulletin.com
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SEEKING NIRVANA
In a world where technology is continually turning business on its head,
is finance technology delivering on its promise, asks ACCA’s Jamie Lyon

T

echnology has historically been a catalyst driving
efficiency in finance operations, lowering costs,
fostering standardisation and improving controls.
But can it also be critical in creating the value that
finance should provide to the business through commercial
insight and data analysis?
In the past decade, companies in all industries and of all
sizes have deployed technology to change the fundamentals
of finance delivery, using enterprise resource planning
and other applications to provide cost control and quality
in finance transactions, reducing manual transaction
processing by up to 85%. As Simon Newton, the John Lewis
Partnership’s FD for partnership services, says: ‘There’s more
standardisation and there’s better quality data everywhere.’
However, many business leaders see opportunities for
further technology application in finance services. George
Connell, Shell’s vice president strategy, finance operations
and centre finance lead (Glasgow), says: ‘Working for a big
corporation, there’s still far too much manual work, too much
reliance on spreadsheets. We’re not properly leveraging
technology and I don’t think we’ve got full agility either.’
The extent to which technology is changing the face of
delivery and providing value for the organisation – and its
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potential to do so in the future – is discussed in a new ACCA
report, Is finance function technology delivering on its promise?
Julie Spillane FCCA, managing director of Accenture
Global Services, believes the technology focus has been on
‘better, faster and cheaper’, rather than on creating value. ‘Up
until now, technology has been applied within the four walls
of finance – using technology to increase finance efficiency.’
But for many finance departments the financial returns from
more efficient processing are marginal. Today, the goal of
finance technology is to develop the business more profitably.

Risk-averse mindset
Reticence in the face of new technology may come from
the historic caution and risk-averse positions that finance
professionals often take. Finance relies heavily on proof;
if leaders believe that tighter business rules have primacy
over the implementation of new technology whose payback
and functionality are not clear, then transformation through
technology will probably be marginal. Technology at this
level is an enabler rather than a transformer. The focus on
rules and risk may be obstructing new thinking, not only
about finance processes themselves, but also about how
value is created. Specsavers’ Dilesh Magdani FCCA, head of
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finance shared services, says: ‘I think finance is way behind
the curve. We lack imagination and we are too conservative.’
There is also the fundamental question of what is the
future of a finance organisation if its customers can process
their own transactions in real time? Ultimately, will technology
move the business to self-service or ‘lights-out’ finance?
Deloitte partner Peter Moller says: ‘We are not lights out
yet, but we are a lot darker than we used to be… Why do
we need anyone doing routine back-office processes? The
objective should be to create straight-through processing and
lights out for all the back office. When you have exceptions,
change the business rules and get rid of them.’
For many leaders, lights-out finance may be a vision
worth pursuing even if it is not viewed as fully achievable.
For example, Shell reduced its 1,700 purchase-to-pay jobs to
350 by applying available technology and, more importantly,
eliminating non-compliance through new business rules.
And what about the SMAC pack? Do finance departments
sufficiently understand social, mobile, analytics and cloud
technologies, and are they keeping pace with the rate of
adoption by sales, marketing and even HR departments?
Few finance leaders fully embrace the SMAC potential.
When it comes to social and mobile technologies, they point
to the greater imperative of investing to enhance customerfacing functions such as sales and marketing rather than
back-office functions.
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(whether managed internally or outsourced), moving
organisations further towards truly lights-out finance.
Alternatively, a new breed of technologies, branded
‘cognitive’ or ‘robotic’, are purported to be able to transform
the economics of finance offshoring by eliminating labour
arbitrage. But what is the likely scenario?

No role for robots
Liz Ditchburn, relationship leader at Kimberly-Clark, says:
‘We are dealing with data and payments, so I just don’t see
a role for a robot. I struggle with the concept. I think that
it’s marketing hype. We should be focusing on getting rid
of processes.’
Perhaps FDs are not ready to take a leap of faith.
They tend to implement bespoke tools, such as workflow
and e-invoicing, where payback is obvious. For applied
technologies that could be really transformative, the
business case is not as clear because finance leaders may
not understand how these technologies should be used, how
or where finance could interact with these technologies, and
what their impact will be on costs and profits.
Experts believe global process owners must take more
responsibility for technology deployment, resulting in a
new relationship between finance and technology. They
believe the finance function must create the vision and set
the requirements. At the same time, finance professionals
should work very closely with
technology experts who understand
the capabilities and the enterprise
environment and can drive innovative
thinking about deploying applications.
As Ditchburn says: ‘The people
who are best placed to work out the
requirements and the opportunities are
the finance people. The people best equipped to understand
what technology can do are the technology people. It’s about
collaboration and innovative thinking.’
So is it going too far to assert that technology will be a
genuine game changer for finance over time? Although such
a transformation is unlikely to happen overnight, perhaps
emerging technology will, nonetheless, begin to prompt
some fundamental questions on the role of the finance
function within the organisation.
If, through technology, finance is able to rebalance its
preoccupation with processes – and their elimination – by
using technologies that mine financial data for patterns,
the function will be better placed to meet its aspirations to
create business value in the future. ■

▌▌▌‘THE OBJECTIVE SHOULD BE TO CREATE
STRAIGHT-THROUGH PROCESSING AND LIGHTS
OUT FOR ALL THE BACK OFFICE’
The cloud’s potential for risk naturally makes some
finance leaders nervous. Concerns about software as a
service for many finance applications are exemplified by
security issues, including the physical location of servers.
The inability (or refusal) to adopt the standardisation that is
the cloud’s core value proposition hampers implementation.
These concerns obscure the greater returns in cost, time
and flexibility that the cloud has given other functions.
SMAC will probably be adopted unevenly in finance
operations over the next few years, with a focus on analytics
and the cloud, if finance leaders can understand the
benefits and risks. Many finance leaders admit they do not
focus on – or perhaps understand – the application of social
and mobile technologies beyond efficient communication
with their teams. But they know that these technologies
could eventually affect finance processes themselves – once
they can work out how to use them.
In terms of finance delivery, technology can turn
prevailing models upside down. Successful, more aggressive
implementations of so-called BPaaS (business process
as a service) could eliminate the need for service centres

Jamie Lyon FCCA is ACCA’s head of corporate sector
FOR MORE INFORMATION:

Is finance function technology delivering on its promise?
is available at www.accaglobal.com/transformation
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Career boost
Talent doctor Rob Yeung advises how to hone your interview skills to exude confidence
and ensure you give the right impression – and dispels the myth about body language

TALENT DOCTOR: INTERVIEWS
A big chunk of my work is training managers in how to
interview candidates. I also interview senior candidates
on behalf of organisations when the stakes are high
and the organisation wants to make the very best hiring
decision. And I see a lot of candidates who simply don’t
present themselves well.
So how can you present yourself well if you’re on the
lookout for a new job?
For starters, don’t worry about your body language.
You may have heard it said that most of the impact we
have on other people comes down to body language and
tone of voice. A commonly quoted statistic says that
55% of what we communicate is through our posture,
movements and facial expressions. Tone of voice is
supposed to account for 38% of our impact, and only 7%
is down to our actual words.
The statistic is wrong. It comes from research back
in the 1960s that has been widely misinterpreted; more
recent studies show body language matters little. For
example, University of Southern Mississippi researcher
James Hollandsworth used discriminant analysis to
examine the relative importance of seven factors on
interview performance. He looked at behaviours such as
eye contact, body posture, loudness of speech and the
content of what people said.

Appropriateness, fluency, composure
The single most important factor was the appropriateness
of people’s content – that is, the answers that candidates
gave. The next was fluency of speech (which was defined
as speaking without too much hesitation), followed by
composure (coming across as calm and confident).
Body language hardly mattered. So do not worry about
whether you are sitting with your arms or legs crossed
or uncrossed. Do not overthink whether you are giving
enough or too much eye contact. Instead, prepare to win
the job by thinking about examples – short stories – to
demonstrate your skills and experience.
Suppose an interviewer asks you: ‘Are you a good
manager?’ Be sure to describe a situation in which you
showed great leadership skills. Perhaps you discovered
a project was in danger of missing its deadline but you
managed to work out how to get it all done on time.
Maybe you uncovered a conflict between colleagues and
helped them resolve it. The point is to construct a short
story demonstrating how your actions led directly to
benefits for your team, customers or organisation.
Finally, allow time to prepare for an interview by not
only thinking about the answers you might give but also
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rehearsing them. After all, actors preparing to go on
stage don’t merely read their scripts over and over: they
rehearse their lines out loud while thinking about their
pacing, volume and intonation. And they do it multiple
times until they know they can repeat the performance
under pressure.
Good candidates do not just have the right skills
and experience, they also think about how best to
present them. So help yourself to be one of those
stronger candidates.
Dr Rob Yeung is a psychologist at leadership consulting
firm Talentspace and author of over 20 career and
management books including How To Win: The
Argument, the Pitch, the Job, the Race (Capstone);
he also appears frequently as a business commentator
on BBC, CNBC and CNN news.
FOR MORE INFORMATION:

www.talentspace.co.uk
@robyeung
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IN RECRUITERS’ MINDS

Recruiter magazine recently
surveyed its UK readership
of business owners, chief
executives and HR managers
on their lessons from 2013.
Here’s what’s on their
minds. Julie Towers, MD,
recruitment solutions,
Penna: ‘Transferable skills
are highly sought after,
but if the behaviours and
cultural fit aren’t aligned
between employer and
employee, particularly at
senior management level,
skills and experience won’t
cut it!’
Flo Software Solutions
MD Craig Aston: ‘When
starting up a business you
have to be very flexible in
your approach. You will make
mistakes and things will not
always go to plan, whether
that relates to people,
products or decisions made.’
David Cohen, senior
director of talent solutions,
LinkedIn, EMEA: ‘Recruiters
need to keep pace to ensure
they have access to the
best and widest talent pool.
Passive candidates have
proven to be more engaged,
less prone to attrition,
and more likely to make
an impact.’

MBA IS THE WAY

‘Crisis! What crisis?’ The
blasé quip may be dated,
but in the context of the
FT’s 2014 MBA rankings
and graduate salaries, it rings
true. Over the past five years
MBA graduate salaries have
doubled, with those of elite
graduates up to $182,000.
According to the FT, 30% of
executives in top international
companies hold MBAs. ■
This page is compiled and
edited by Neil Johnson,
editor, ACCACareers.com
FOR MORE INFORMATION:

www.accacareers.com
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THE PERFECT: STAFF CANTEEN
Google is legendary for many things – being Google, inventing
computer spectacles, making the leap from noun to verb in
common parlance.
But what about its offices? I have friends who have gone for
meetings at Google and come away in rapture – slides between
floors, luxury break-out rooms filled with table football, arcade
games, couches and premium snacks. And
it’s this last point that seemed to impress
the most – an abundance of quality food all
over the building climaxing in the canteen,
where chefs are on hand to cater for these
IT geniuses – a happy workforce is a well-fed
one… or maybe a spoilt one?
The reality for most of us is a little
different. A canteen is often no more
than a kettle in a cupboard. Or
perhaps you are lucky enough to
have a few old bar stools, a table,
maybe even a toaster and a water
butt. Considering the majority of
employed people spend much of
their waking hours in the workplace,
providing a positive environment has
become a priority for many employers.
It can help increase productivity, retain
talent and enhance reputation – all key to
maintaining a strong brand.

THE BIG BREAK
SIMON PADGETT FCCA
Simon Padgett was hired by global consulting firm
Protiviti in 2011 to establish a forensic services practice
in the Gulf region, based out of the Abu Dhabi office.
With fraud constituting a potential 5% of global GDP
in 2011, or a whopping $3.5 trillion, according to the
Association of Certified Fraud Examiners’ 2012 Report to
the Nations, and a lumbering global economy fractured
by poor governance, the role of the forensic accountant
is as vital as ever. Within the accountancy profession
the forensic specialism has quite an allure, according to
Padgett: ‘Whenever we were auditing and we found a fraud, it was very exciting,’ he
says. ‘There was a buzz and everyone came to work early and stayed late. Forensics
is not proving that something is right, you’re proving that something is wrong. It’s got
a buzz to it. I guess it’s like being the policeman: you get your teeth into something
that’s not good, and you don’t let go until you resolve it – it’s a puzzle.’ Read the full
interview at www.accacareers.com

Padgett’s key forensic accountancy skills:

once broken it’s gone forever
background
* –integrity:
* accounting/auditing
you need to know right from wrong
inquisitiveness – things are often not
* what they seem
mind and good IT skills
* –anweanalytical
have to drill down into masses of
tenaciousness – once you get your
* teeth
data looking for anything unusual
into something, do not let go.
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CPD

Marketing and branding

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

In his third article on marketing, Dr Tony Grundy examines how
marketing and branding strategies create economic value
In the first article in this
series on marketing, we
defined marketing strategy
as: ‘The process of deciding
which markets to compete
in, which customers
to prioritise, and what
customer value to target,
and to decide how that
will be delivered through
products, service and the
marketing mix in order to
beat competitors.’
Within that process,
one of the core concepts –

the natural differences
between products and
further differentiates
these. Brands thus have
a separate brand identity
(that is how the supplier
is trying to position
them) and personality. To
straightforward types like
accountants this may seem
to be a rather artificial
concept. But the brand
carries with it certain
associations that seem to
reach beyond the physical

awareness, which is ‘the
extent to which a brand is on
the radar screen of people’.
For example, it is only a
few years since Metro Bank
started up as a new bank in
the London area, with the
goal of being a customerfriendly bank. Its brand
message (what it stands for)
is blazoned in its ‘stores’
(it doesn’t have ‘branches’)
as: ‘OPEN 7 DAYS – early
and late’; ‘OPEN 362 days
a year’; ‘SATISFACTION

Bank, it has a low or at best
uneven brand awareness as
it is best known in London,
although that is changing.
Take another example:
the healthy drinks business
Innocent, market leader
of smoothies:
Innocent uses green
electricity at its Fruit
Towers headquarters
Innocent sources fruit
from suppliers that look
after their workers and
the environment
all of Innocent’s bananas
come from Rainforest
Alliance-accredited farms
Innocent donates 10% of
all its profits each year to
the Innocent Foundation.
Here there are much
more specific brand
values that encapsulate its
relevance to the customer
and give it a distinct
competitive advantage.
These are classic
examples of where a
company uses symbolic
means to generate
distinctiveness and through
being a ‘first mover’ (ie
the first to occupy that
competitive space). This is
a major way of gaining what
in competitive strategy is
called ‘unique competing
space’ – sometimes known
as the ‘sweet spot’.
Thus, in essence, brand
strategy is ‘setting brand
identity with clear values
and personality to gain
awareness and recognition,
acceptance and customer
loyalty – with the ideal
intention of gaining unique
competing space’.
This should also lead to
extending the brand to a
number of products. Indeed,
inspired in 2012 by hearing

*
*
*
*

separate from the Four Ps
of the marketing mix – is
the concept of a brand.
So, as part of the process
of building a marketing
strategy, one needs now to
look at brand strategy.

Brand strategy
A brand is ‘a name or/
and design or symbol that
identifies one product
separately from its
competitors’. Brand takes
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product. Thus, for instance,
if you drink a can of Coke
you are not just consuming
a fizzy, tangy, dark-coloured,
liquid – you are also having
a relaxed social experience.
This is, in a way, analogous
to the idea of ‘spirit’ in
religion as something
that exists but is outside
immediate physical reality.
Brands need to be
recognised to add value.
This brings us to brand

GUARANTEED’; and ‘We
LOVE our customers’.
Metro Bank thus has
very clear brand values –
what it stands for and what
you can expect to get from
it. Here, brand values are
‘those things that a product
stands for that are reasons
for buying it’. For example, a
reason for buying a Honda-R
is because the mechanics
never seem to break down.
But in the case of Metro
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about the best-selling book
of all time, which made
product simply fly off the
shelves at Ann Summers
– the title sounded like a
painting and decorating
book – inspired me to do
something similar.
I had created a brand
of ‘Demystifying…’ in
2012 through my book
Demystifying Strategy, and
then had the idea to write a
follow-up called Demystifying
Strategic Thinking – Lessons

This feature is called
brand equity or the extra
price that is paid over
and above a vanilla price
because of the brand values,
real and perceived.
If the accountant is
interested in profit, return
or economic value etc, then
he/she should clearly be
interested in the power of
brands, as that does seem
an easier route than many to
superior wealth creation.
As was once said

be doing and how the
market is changing
4 to do a ‘what if’, given
the intended investment
in that brand and future
cashflows over the
competitive duration or
‘period of competitive
advantage’;
5 evaluate these using
discounted cashflow.
Step 1 may break down
into many elements (and
not limited to these):
incremental price

*

▌▌▌JUST BECAUSE I AM AN ACCOUNTANT DOESN’T
MEAN I CAN’T COME UP WITH A BRAND CONCEPT –
BRAND STRATEGY ISN’T ROCKET SCIENCE!
From Leading CEOs. This
used the ‘Demystifying’
brand umbrella to create
two sub-branded products
– that umbrella can now
be used for others. There
are likely to be incremental
sales generated as readers
of my second book will buy
the first.
The moral here is that
just because I am an
accountant doesn’t mean I
can’t come up with a brand
concept. Brand strategy
isn’t rocket science!

Economic value
At this point we need to look
at how all of this begins to
turn itself into economic
value. Brands represent
considerable value first
and foremost because they
attract a price premium.
For instance, when
I taught at a previous
business school to Henley,
a corporate client wanted
to buy my programmes via
that channel at a cost OF
£10,000 a day (at today’s
prices) – and that was even
if they were held at their
premises. Take away that
channel and the cost would
be quite a small fraction of
that sum.

by the chairman of ICI
Agrochemicals some 25
years ago when I was
seconded there: ‘Tony, did I
hear you saying that making
money in business is hard?
No, the art of being in
business is to learn not just
to make money, but to make
it easily.’ Brands can make
making money a lot easier.
Brand equity is
notoriously hard to put an
economic value on – as it
is less tangible – but by no
means impossible, whether
you are Honda, Innocent or
a business school.
The steps needed are:
1 to identify the discrete
‘value pots’ or ‘value
drivers’ of the brand –
those things that may
generate incremental
cashflow;
2 to take each one and
identify the incremental
competitive advantage
and/or defensive
advantage this brings;
3 to explore and test out its
likely competitive duration
or, if you can foresee a
curve of decline in that
edge, project what kind of
shape that is; this needs
to incorporate some view
of what competitors will

*
*
*
*
*
*
*
*

premium – the
‘premium value’
adding value through
increasing frequency
of purchase or greater
rate of consumption –
‘volume value’
protecting against
lowering the price –
‘protective value’
avoiding loss of
customers –
‘loyalty value’
providing a platform
to launch new, more
related products –
‘extension value’
providing a platform to
launch new, less-related
products – ‘stretch value’
encouraging unintended
purchases – ‘impulsebuy value’
spreading and
multiplying demand
without effort – ‘word-ofmouth value’
the extra value that can
be captured on exit if
selling the business,
as any buyer stands to
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generate both premium
value and volume value
through synergies –
‘disposal value’.
Don’t do anything silly to
destroy brand value for
tactical financial reasons.
For example, recently
I noticed a £50 phone
bill from the Holiday
Inn (trusted brand) for
a 20-minute phone call.
Apparently there was a little
piece of plastic attached to
the phone cord saying ‘calls
cost £2.49 a minute’ – such
a good way of ensuring that
customers that miss it never
return (sensibly they agreed
to 80% off).
Sometimes the value
of the brand portfolio
of a business can be
comparable if not greater
than the economic value
of its core operations. As
an accountant, help your
board and your owners to
realise that, rather than just
thinking about shorter-term
profits – as that is just a
part of the value picture.
Think about which of
these areas of brand value
applies to your company. Are
there other domains through
which your brand can be
exploited that you have
neglected to think about? If
you are looking at the value
of your company, how much
is generated by its brand
equity? If you are a private
company one day seeking an
exit, how can you build that?
What is the worth potentially
to a new owner, and might
that make the business
worth more? ■
Dr Tony Grundy is an
independent consultant
and trainer, and lectures at
Henley Business School
FOR MORE INFORMATION:

www.tonygrundy.com
For previous Tony Grundy articles on strategy and
management theories, visit www.accaglobal.com/abcpd
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Fast month-end reporting: part three
You are now ready for the clincher – delivering a flash result on the monthly P/L to the
CEO by the close of the following working day. David Parmenter shows you how
When you have all your
cut-off done by the close
of the last working day, as
explained in the previous
two articles, you still need
to work smartly to get the
reporting done fast and
error-free.

The first 24 hours
At 5pm on the last working
day, with all the cut-offs
done we can print off the
first cut of the numbers. The
management accountants
should take a copy home
and look for areas where
they think the numbers
could be wrong.
At 9am the following day,
all the accountants meet to
assign the areas needing
further work to be sure the
numbers are true and fair.
At 3pm to 4pm meet again
to discuss the adjustments;
with luck, many will have
netted each other off.
Process only the few material
adjustments that restate the
numbers to ‘true and fair’.

Flash result to the CEO
Issue a flash result on the
profit and loss statement
(P/L) bottom-line to the
CEO by the close of the first
working day, stating a level
of accuracy (eg, +/–5%,
+/–10%). Five to seven lines
is normally enough. Never
attempt a flash report until
the AP, AR and accrual cutoffs have been successfully
moved back to the last
working day of the month.
The flash result will
largely satisfy the CEO’s
appetite for month-end
information. This creates a
great opportunity to reduce
the final month-end report
to the CEO to one A3 page.
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Ban all late changes
Once the reporting pack
is prepared, allow no
adjustments unless they
are very material. There
is nothing worse for the
finance team than to submit
a finance report to the CEO
that is inconsistent. This is
frequently caused by a late
change not being processed
properly through the report.
As night follows day, the
CEO will be sure to find it.
It is far better to hold
back on processing minor
adjustments as the net
result reported in the P/L
is still true and fair. If the
CEO spots, say, a shortfall
in revenue, point out that
you have held back some
adjustments as the net
impact is immaterial. Most
CEOs will agree with your
judgment call and move on
to another issue.

Check for consistency
For every number that
appears elsewhere in the
report – either in the text,
a table or a graph – write
the page reference where
it appears again and
initial to indicate you have
checked the number in the
subsequent page.

NEXT STEPS
1 Deliver a flash report by close of play on the first
working day to the CEO.
2 Embed the quality assurance procedures this week.
3 Reduce your month-end report to the CEO to one
A3 page. If you want a template, send me an email
(parmenter@waymark.co.nz).

The read-back

The two-gremlin rule

Have a person new to the
report read it loud back
to the writer. By hearing
the words the writer can
improve the grammar and
make it an easier read. If
the reader has difficulties
in understanding any of
it, I can assure you the
CEO will likewise. You can
also use a ‘text-to-voice’
facility which is available in
many applications such as
Microsoft Word. Your clever
IT team will show you how to
set this up.

In every piece of work there
are always at least two
gremlins that manage to
sneak through.
If I find them and they
are of minor importance,
then I leave them and
release the report. If you
do not find them, then look
again – or someone else will
spot them.

■

David Parmenter is a
writer and presenter on
measuring, monitoring and
managing performance
FOR MORE INFORMATION:

Read the first part of this article at www.accaglobal/ab51
Read the second part at www.accaglobal/ab61
www.davidparmenter.com
www.davidparmenter.com/courses

49

IFRS IMPROVEMENTS | TECHNICAL

CPD

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

In December 2013, the
International Accounting
Standards Board
(IASB) issued two
tranches of ‘annual
improvements’
to International
Financial Reporting
Standards (IFRS).
The improvements
process is how the
IASB adjusts IFRS in areas
where the standards are
unclear. Although these
amendments generally do
not significantly change
the application of the
standards, it is important
for entities to determine
any potential impact by
reviewing their accounting
policies. The recent
amendments contain 11
changes to nine standards.
IFRS 3, Business
Combinations, currently
says that contingent
consideration must be
measured at fair value at
the time of the business
combination. If the amount
of contingent consideration
changes as a result of a
post-acquisition event, the
accounting for the change
depends on whether the
additional consideration
is classified as an equity
instrument, an asset or
liability. Currently, if the
additional consideration
is classified as an asset or
liability that is a financial
instrument, gains and
losses are recognised in
either profit or loss or other
comprehensive income.
The amendment
states that changes in the
fair value of contingent
consideration that is
classified as an asset or
liability irrespective of

Keeping up to date
Graham Holt outlines the recent amendments made to nine
International Financial Reporting Standards

▌▌▌IFRS 11 REQUIRES THE USE OF THE EQUITY METHOD
OF ACCOUNTING FOR INTERESTS IN JOINT VENTURES –
ELIMINATING PROPORTIONATE CONSOLIDATION
whether it is a financial
instrument are recognised
in profit or loss. Thus
contingent consideration
cannot be measured at
fair value through other
comprehensive income. This
applies only to business
combinations.
IFRS 3 has also been
amended to clarify that
both joint arrangements and
joint ventures are outside
its scope. This applies only
to the accounting in the
financial statements of the
joint arrangement. IFRS
11, Joint Arrangements,
introduced joint
arrangements to replace the
concept of joint ventures,
which is a type of joint
arrangement within IFRS 11.
IFRS 3 is basically updated
to reflect the change.
Joint arrangements

are either joint operations
or joint ventures. A
joint operation is a joint
arrangement where the
parties that have joint
control have rights to the
assets and liabilities; a
joint venture is a joint
arrangement where the
parties that have joint
control have rights to the net
assets of the arrangement.
IFRS 11 requires
the use of the equity
method of accounting for
interests in joint ventures
thereby eliminating the
proportionate consolidation
method. The decision
regarding whether a joint
arrangement is a joint
operation or a joint venture
is based on the parties’
rights and obligations.
A further amendment,
which is linked to IFRS 3,

relates to IAS 40, Investment
Property. Its aim is to clarify
that judgment is needed
to determine whether the
acquisition of investment
property is the acquisition
of an asset or is a business
combination within the
scope of IFRS 3. The
judgment is based on the
guidance offered in IFRS 3.
The IFRS Interpretations
Committee had reported
that some practitioners
considered both standards
to be mutually exclusive
while others felt that an
entity acquiring investment
property had to determine
whether it met both
definitions. IFRS 3 and IAS
40 are deemed not to be
mutually exclusive and IAS
40 is amended to state
explicitly that judgment is
needed to determine

»
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whether the transaction is
solely the acquisition of
an investment property or
whether it is the acquisition
of a group of assets or
a business combination
within the scope of IFRS 3
that includes an investment
property. The judgment is
not based on IAS 40 but on
the guidance in IFRS 3. The
amendment does not help
to determine whether an
acquisition is a purchase of
a business or an asset as
judgment is still required.
Vesting conditions are
conditions imposed under
a share-based payment
arrangement that the
counterparty (an employee
or third party) must satisfy
to be entitled to receive
cash, other assets or equity
instruments of the entity.
A 2008 amendment to
IFRS 2 clarified that vesting
conditions determine
whether the entity receives
the services that result
in the counterparty’s
entitlement and restricted
the definition of vesting
conditions to include only
service and performance
conditions. All features of
a share-based payment
arrangement other than
service and performance
conditions are considered to
be non-vesting conditions.
The improvement
amends the definitions
of vesting condition and
market condition and adds
separate definitions for
performance condition and
service condition.
A performance target can
be based on the activities of
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the entity, or another entity
in the same group, and can
relate to the performance
of the whole or part of
the entity. A performance
condition must contain a
service condition and be
met while the counterparty
renders the service.
A market condition is
a form of performance
condition but a share
market index target is a

single operating segment
if aggregation is consistent
with the core principles of
the standard, and as long as
the segments have similar
economic characteristics
and are similar in certain
qualitative aspects.
The amendment requires
disclosure of the judgments

CPD

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

and also the identification
of the CODM as ESMA
feels that the definition
of the CODM contains
conflicting prerogatives
(allocation of resources

▌▌▌THE IASB HAS CLARIFIED THE POSITION IN IFRS 13,
FAIR VALUE MEASUREMENT, AS REGARDS SHORT-TERM
RECEIVABLES AND PAYABLES
non-vesting condition as it
reflects the performance
of other entities as well
as those of the group. If
the counterparty ceases
to provide service during
the vesting period, and so
does not meet a service
condition, then no expense
is recognised for the
services received and is
reversed. If there is vesting
of an award on cessation
of employment, then this
obviously does not apply.
IFRS 8, Operating
Segments, states that two or
more operating segments
may be aggregated into a

made by management in
determining the aggregation
criteria including the nature
of the similar economic
characteristics. The
reconciliation of segment
assets to total assets must
be provided only if the
reconciliation is regularly
reported to the chief
operating decision maker
(CODM).
The amendment arose
as a result of a submission
by the European Securities
and Markets Authority
(ESMA) asking the IASB to
consider the application
of the aggregation criteria

versus assessment of
performance).
The IASB has clarified
the position in IFRS 13,
Fair Value Measurement,
as regards short-term
receivables and payables.
There was confusion over
whether the ability to
measure these items at
invoice amounts had been
removed by IFRS 13 and
amendments to IAS 39 and
IFRS 9. It has been clarified
that those elements that
have no stated interest rates
can be shown at invoice
amounts when the effect of
discounting is immaterial.
Entities will need to
assess what is meant by
‘immaterial’ in this context.
IAS 16, Property, Plant
and Equipment, and IAS
38, Intangible Assets,
provide two different
treatments for
accumulated
depreciation/
amortisation
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at the date of a revaluation.
Accumulated depreciation/
amortisation is either
restated proportionately
with the change in the gross
carrying amount of the
asset, so that the carrying
amount of the asset after
revaluation equals its
revalued amount (the gross
approach), or is eliminated
against the gross carrying
amount of the asset and
the net amount restated to
the revalued amount of the
asset (the offset approach).
Offset is often used for
buildings and gross when an
asset is revalued by means
of applying an index.
The restatement of
accumulated depreciation
proportionate to the gross
carrying amount is not
possible when the residual
value, the useful life or the
depreciation method has
been changed before a
revaluation.
The amendment to
IAS 16 and IAS 38 states
that when an item is
revalued, the accumulated
depreciation is eliminated
against the gross carrying
amount of the asset and
the net amount is restated

change in the net carrying
amount. The determination
of the accumulated
depreciation does not
depend on the selection of
the valuation technique.
IFRS 13 includes a scope
exception for measuring
the fair value of a group
of financial assets and
financial liabilities on a
net basis. It was not clear
whether this exception,
known as the ‘portfolio
exception’, included all
contracts within the scope
of IAS 39 or IFRS 9, which
includes such things as
commodity derivatives,
which do not meet the
definitions of financial
assets or financial liabilities
in IAS 32. The IASB’s
intention was to include
such contracts in the
portfolio exception.
The amendment clarifies
that the portfolio exceptions
can be applied to financial
assets, financial liabilities
and other contracts within
IAS 39 or IFRS 9, and not
just to those contracts
that meet the definition of
financial assets or liabilities.
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IFRS 1, First-time
Adoption of International
Financial Reporting
Standards, sets out the
procedures an entity must
follow when it first adopts
IFRS. The amendment
allows an entity to apply
either an existing effective
IFRS or a new or revised
IFRS that is not yet
mandatory (provided
that early application is
permitted). However, the
entity has to apply the
same version of the IFRS
throughout the periods
covered by those first IFRS
financial statements. This
clarifies the meaning of
‘effective IFRS’ in IFRS 1.
Finally, IAS 24,
Related Party Disclosures,
is amended so that an
entity that provides key
management personnel
services is a related party
and subject to the related
party disclosures.
Some of these
amendments are
retrospective, some are
effective immediately
and some prospectively
from 1 July 2014. Earlier
application is permitted
without adopting all
amendments. ■
Graham Holt is director of
professional studies at the
accounting, finance and
economics department at
Manchester Metropolitan
University Business School

to the revalued amount of
the asset. Alternatively,
the gross carrying amount
is restated consistent
with the revaluation of
the carrying amount. The
accumulated depreciation
is the difference between
the gross and net carrying
amounts. The gross
carrying amount may be
restated by reference to
observable market data
or proportionately to the

FOR MORE INFORMATION:

The publications IASB concludes 2010–2012 and
2011–2013 Annual Improvements Cycles are available at
http://tinyurl.com/IFRSb
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Tax and trust
Taxation of corporates is in the good citizenship spotlight, says ACCA’s
Chas Roy-Chowdhury, and the accountancy profession must respond accordingly
Businesses are being pulled
in opposite directions over
corporate tax. On the one
hand, directors have a duty
to act in the best interests
of shareholders, which is
traditionally interpreted
as maximising returns to
them and keeping down
costs, including tax costs.
On the other hand, society
expects businesses to pay
a ‘fair’ share of taxes, not
least to help restore public
finances in the wake of
the global financial crisis.
Governments around the
world are looking harder at
how much tax companies
pay and whether that is in
line with their profits.
Business leaders
therefore have to balance
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the demands of commercial
reality and corporate
social responsibility. They
need to build profitable,
sustainable businesses
while understanding that
the social responsibility
profile of large companies is
increasingly identified with
their attitude to tax. Overly
aggressive approaches
to the minimisation of
tax liabilities are not well
received.
Walking this tightrope
is complicated by the
complexities of accounting
and tax concepts, and
their interaction with
modern business practices,
particularly internetbased activity. Business
transactions can often be

interpreted in ways that
result in very different tax
outcomes. The difficulty
businesses face in working
out whether a particular
position reflects the law
is exacerbated by the way
governments increasingly
try to blur the boundaries of
acceptable behaviour.
The tax environment is
complicated yet further by
the fact that businesses are
increasingly global while tax
authorities are national.

Corporate response
Boards need to view their
tax obligations as part of
the process of building
a sustainable business.
They should not pursue
aggressive tax avoidance

– artificial arrangements
with no clear purpose
other than to avoid tax
by complicated schemes.
Although companies have
a commercial imperative to
maximise profits, they also
have a wider responsibility
to be good corporate
citizens. Some approaches
to tax may be technically
legal, but may not be widely
viewed as ethical. Decisions
on tax policies need to be
taken in the broad strategic
context of what is best for
the business in terms of
sustaining its long-term
value – and this includes
issues of public perception.
Greater transparency
on how decisions on tax
are made would also be
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useful. It could help defend
corporate reputations from
attack, while educating
stakeholders, including
the general public, in the
complexities that surround
corporate tax payments.
Companies could
review the disclosures
they make about their
total tax contribution.
Businesses face a range
of levies and taxes, direct
and indirect, as well as
corporate taxes. They also
act as unpaid tax collectors,
withholding and paying over
significant employment
and consumption taxes on
behalf of tax authorities.
Such activities contribute to
the public good but are not
widely recognised.

Advisers’ role
As the public and press
criticism of businesses’
tax-paying record has grown,
so their tax advisers have
also come under scrutiny.
Public perception is often
that professional advisers
must at least be complicit
in the minimisation of
corporate tax, and quite
possibly the prime movers
behind such behaviour. Tax
advisers therefore need to
consider their role, and
the advice they provide to
companies, carefully.

policy – including the risk
of reputational damage due
to perceptions of unethical
behaviour. Not to do so
could expose professional
accountants and tax
advisers to accusations of
professional misconduct.
Tax advisers therefore
need to apply their judgment
and provide balanced advice.
This should take account
of the fact that tax is a cost
to the business that needs
to be managed alongside
other factors affecting
business success or failure.
Tax liability will affect any
business’s profitability
and hence its ability to
create sustainable value for
shareholders. Professional
input is essential to
ensure that tax decisions
form part of the overall
strategic management of
the organisation.

Moving policy forward
There is an urgent need
for policymakers to update
tax laws to reflect modern
business activity. Today’s
tax rules struggle to capture
the substance of economic
activity in the calculation of
tax liabilities. Policymakers
should consider whether
corporation tax can be
made to work at all in the
new global and digital

‘PART OF A WIDER DISCUSSION’
‘Tax is very often discussed in the abstract from
wider company policies. It can also become a
very complicated debate, based on technical
discussions around interpretations of tax law.
‘And of course it can be emotive, based on
perceptions of what is a fair contribution. But
taxation of corporates should be seen as part of a
wider discussion on the economic value companies
bring. In this world, companies have a purpose and
a mandate to provide goods and services for their
customers and by doing so create long-term value
for society, their employees, themselves and their
shareholders. But how they do this should reflect
their remit to be good citizens and bring a wider
value to society. Their approach to tax should be
part of an overall strategy to enhance social and
other capitals, taking into account the need to
maximise financial capital.
‘This means we should see tax alongside other
meaningful contributions to society – employment,
intellectual capital, a good environmental record,
fair prices, etc. Boards of directors should ensure
their tax policies are consistent with the values and
reputation the company wishes to embody. We also
need to ensure professional standards and ethics
in accountancy keep pace with developments in
tax practices. Business also needs to partner with
policymakers so tax laws help to sustain a
business-friendly and competitive international
economy while working for today’s global
business models.’
Tom Duffy FCCA, partner, Affecton, and chair, ACCA
Global Forum for Taxation

whether taxable profits can
be allocated to locations
other than those where

▌▌▌BUSINESS LEADERS NEED TO UNDERSTAND THAT
THEIR SOCIAL RESPONSIBILITY PROFILE IS INCREASINGLY
IDENTIFIED WITH THEIR ATTITUDE TO TAX
Professional tax advisers
have a duty to advise clients
on the full range of options
for maximising profits. This
recognises the fact that
businesses are under no
obligation to pay tax beyond
the requirements of the
law. However, professionals
also have a clear duty to
advise their clients on the
risks associated with any tax

business environment – or
whether other ways of
taxing businesses need to
be developed.
Policymakers in different
countries need to coordinate their efforts to
modernise the corporate
tax system. The OECD’s
Action Plan on Base Erosion
and Profit Shifting, published
in July 2013, looks at
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the business activity takes
place. The challenges
raised by the digital
economy are specifically
being addressed. OECD
members and G20 countries
are participating in devising
a workable tax system for
global companies.
Whatever the outcome of
this project, policymakers
should aim to develop tax

laws that are clear, simple
and certain. Businesses
need certainty to plan
future business activity. Tax
laws that require extensive
judicial interpretation are
unpopular with businesses
and advisers alike.
Taxpayers also have rights,
which must be recognised
and respected.
Above all, the tax laws
need to reflect the ethical
framework that society
wishes to have in place.
Without this starting point,
generating fair corporate
tax revenues and rebuilding
public trust will remain
unachievable goals. ■
Chas Roy-Chowdhury FCCA
is head of tax at ACCA
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Technical update
A monthly round-up of the latest developments in financial reporting, audit, taxation
and legislation from the European Union, the OECD and countries around the world
REPORTING
IFRS 14

The International Accounting
Standards Board (IASB) has
issued IFRS 14, Regulatory
Deferral Accounts, as an
interim standard while it
considers how the issues
will be resolved over a longer
term. IASB states that the
‘standard is to enhance the
comparability of financial
reporting by entities
that are engaged in rateregulated activities’.
It highlights that ‘many
countries have industry
sectors that are subject to
rate regulation, whereby
governments regulate
the supply and pricing of
particular types of activity
by private entities’. Utility
companies are typical
examples of where this
occurs.
IFRS 14 allows firsttime adopters to ‘continue
to recognise amounts
related to rate regulation
in accordance with their
previous GAAP requirements
when they adopt IFRS’. It
is important to note that
the standard can only
be applied by first-time
adopters of IFRS and that
they must elect to do so
in their first IFRS financial
statements. If they do not,
an ‘entity will not be eligible
to apply the standard in
subsequent periods’.
You can find more,
including a project summary
and feedback, at http://
tinyurl.com/ifrs14-def

IFRS 3 CONSULTATION

The International Accounting
Standards Board has
issued a request for
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information on IFRS 3,
Business Combinations.
It is seeking feedback on
‘whether the standard
provides information
that is useful to users
of financial statements,
whether there are areas of
the standard that represent
implementation challenges
and whether unexpected
costs have arisen when
preparing, auditing or
enforcing the requirements
of the standard’.
The request for
information is open until 30
May 2014: visit www.ifrs.org
Glenn Collins, head of
technical advisory, ACCA UK

EUROPEAN UNION
DOUBLE TAXATION

The European Commission
is to assess whether
European Union (EU)
governments are breaking
key rights on the freedom of
EU citizens to live and work
in all 28 member states by
tax rules that discriminate
against foreign EU residents.
Brussels will consider
whether they pay more tax
on wealth, self-employed
earnings and pensions than
EU citizens living in their
country or origin. If such
disadvantages impede EU
citizens from moving around
the EU, the Commission will
press for tax reforms.
More at http://tinyurl.
com/taxation-ec

FINANCIAL INSTRUMENTS
EU ministers and MEPs
have agreed legislation
that would insist that all
systems enabling the sale
and purchase of financial

instruments would have
to be a regulated market,
with comprehensive financial
reporting.
They have struck an
informal deal over an EU
regulation on transparency
and access to trading
venues and a directive
on authorisation and
organisation of trading
venues plus investor
protection. They would
authorise regulators to limit
net positions in commodity
derivatives, given how they
can influence food and
energy prices.
The European Securities
and Markets Authority would
decide how these limits can
be calculated and applied.
These rules apply to trading
information services as well
as traders.
More at http://tinyurl.
com/instruments-econ

PROCUREMENT DEAL

New legislation on public
procurement rules will
promote non-financial
reporting across the EU.
Three new directives have
been approved by the
European Parliament.
They include a new
criterion for choosing
tender winners – called
the ‘most economically
advantageous tender’
(MEAT) – which promotes
consideration of
quality, environmental
considerations, social
aspects or innovation, as
well as price. ‘The new
criteria will put an end to the
dictatorship of the lowest
price,’ said Belgian socialist
MEP Marc Tarabella.
More at http://tinyurl.
com/procurement-eu

VAT RATES GUIDE

The European Commission
has published a detailed
guide on VAT rates applied
across the EU from January
2014. The guide notes that
while the basic EU VAT
principles are simple, they
have been ‘complicated by
a multitude of derogations
granted to certain member
states’.
More at http://tinyurl.
com/eu-taxation-vat

CROSS-BORDER
PAYMENTS

Banks and other financial
payment services making
cross-border euro transfers
within the EU have been
given an additional six
months to bring the
administration and fee
structure for such business
in line with EU standards.
These have been laid down
by the EU’s single euro
payments area (SEPA)
regulation. However, many
banks and payment services
have yet to comply – and the
commission has given them
an additional six months
beyond the 1 February
deadline. The commission
said that the alternative
was that payments breaking
these rules would have been
frozen, posing a ‘risk of
disruption to payments…for
individual consumers and
SMEs in particular’.
More at http://tinyurl.
com/eu-euro
Keith Nuthall, journalist

ETHICAL CONDUCT

The UK Consultative
Committee of Accountancy
Bodies has issued
Developing and implementing
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a code of ethical conduct:
a guide for businesses and
other organisations, which
is ‘intended to assist
professional accountants
who are seeking to
develop or enhance codes
of conduct within their
organisations – be they in
business, the public sector
or the third sector’.
The guidance takes
accountants through the
process of developing a
code, including the questions
to be considered when
starting to build a code,
highlighting the importance
of good communication and
a commitment to robust
ethics. It concludes with
an example of a code of
ethical conduct.
Visit http://tinyurl.com/
ccab-code
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▼ ON TRACK

The OECD’s new model for financing
railway infrastructure projects could be
applied to programmes similar to the
development of the Eurostar terminal at
London’s St Pancras Station

ACCOUNTS SYSTEM

The EU will update its
European System of National
and Regional Accounts (ESA)
for public administrations
across the EU from October
2014, the European
Commission has announced.
‘The objective of the change
is to bring these essential
macroeconomic statistics
in line with the current
economic environment,’ said
François Lequiller, director
for government finance
statistics at Eurostat.
The changes include six
main improvements, such
as the money spent by
governments on research
and development and on
military weapons systems
to be accounted for as
investment instead of
expenditure. The goods
sent abroad for processing
without changing ownership
will not be part of the
statistics of imports and
exports, but of services,
said Lequiller.
More at http://tinyurl.
com/euro-esa
Carmen Paun, journalist

RAIL SECTOR FINANCE
The Organisation for Economic Cooperation and Development (OECD) has created
a global model for using export credits in new railway infrastructure projects,
including rail control, electrification, tracks, rolling stock, and related construction
and engineering work. The system covers contract repayment terms and more.
More at http://tinyurl.com/rail-finance

AUSTRALIA
CONFLICTS OF INTEREST
The Tax Practitioners
Board has released an
information sheet on
managing conflicts of
interest on the obligations
of registered agents under
the Tax Agent Services Act

2009. It provides guidance
for registered tax agents
and Business Activity
Statements agents on the
application of managing
conflicts of interest, which
is one of the requirements
under the Code of
Professional Conduct.
It details the principles,

provides practical examples
and outlines consequences
for failing to comply with
this particular code item.
More at http://tinyurl.
com/tasa-conflict ■
Lei Xu, technical manager,
ACCA Australia and
New Zealand
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Building Kudos
ACCA members Michael Scott and Alun Morgan have created Kudos, an international
network for accountancy firms that has one overriding focus: quality control

▲ THEN THERE WERE TWO…
Kudos has emerged from Scott and
Morgan’s training company PCP
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Late last year a select but
internationally minded
gathering of small
accountancy firms took
place in Manchester. It
was the first conference
for members of Kudos
International, a network of
firms set up as a private forprofit company by Michael
Scott and Alun Morgan,
two ACCA members with
huge experience of advising
practices on audit quality,
compliance and practice
management.
Kudos International
officially went live on 1
October 2012. ‘This network
is based on quality control,’
Scott says. ‘That’s the USP.
You can only join if you are
prepared to sign up to the
quality control requirements.
With a lot of associations
you just pay a small annual
fee and off you go.’ Firms
wanting to join Kudos are
assessed for their quality
control standards before
getting the green light for
admission.
The idea for the network
grew out of the work that
Scott and Morgan do through
their company PCP, a finalist
in the ‘training provider’
category of the British
Accountancy Awards 2013.
‘We set up PCP 13 years ago
as a training company to
provide compliance services
to firms of accountants,
particularly small and
medium-sized firms,’
Scott says.
PCP’s clients include
ACCA, with which Scott
and Morgan have worked
on numerous products
and workshops. One of the
more popular workshops,
a practical guide for audit

compliance for partners
and managers, now runs in
Cyprus, Malta, Botswana,
Malawi, Trinidad, Barbados
and the Bahamas, as well as
in London and Manchester.
‘Some of the firms
we met began asking us
about setting up a network,
particularly in Cyprus,
where a lot of international
work goes on,’ Scott says.
ACCA’s international reach
has played a key role in
supporting the network,
as has the spread of
International Standards
on Auditing, which make it
possible for firms in different
countries to work in the
same way.
Since the network went
live, Scott and Morgan have
been working hard trying to
attract members. Critical
mass should be achieved
when around 10 firms are
on board, with 25 or 30
members being a longerterm goal. The network now
has nine member firms: two
in the UK and the others in
Cyprus, Indonesia, Ireland,
Kuwait, Malaysia, Trinidad &
Tobago and Turkey. All are run
by between one and seven
partners. Many are ACCA
firms or have ACCA members.
The Trinidad & Tobago firm,
for example, the Aegis Group,
is owned by Angela Lee Loy
FCCA, the former Trinidad
representative for ACCA’s
International Assembly.
‘Because of our close
links with ACCA and the
work we have done with it,
we have tended to focus on
ACCA firms,’ Scott explains.
‘But you don’t have to be an
ACCA firm to join Kudos.’
Both Scott and Morgan
have strong ACCA ties,

PROFILE | PEOPLE

nevertheless. In the past
Scott worked in ACCA’s
practice monitoring
department, conducting
audit regulatory visits to
practices in the UK and
Ireland. Morgan is
currently a member of
ACCA’s Global Forum for
Corporate Reporting.
Scott and Morgan’s
backgrounds in audit
compliance, monitoring
and training position them
well to help smaller firms.
‘The advantage we have
over most other networks
and training companies is
that we know exactly what
the regulators are after,’
Scott says. ‘All our training
is practically driven. The
workshops we run through
PCP are all about providing
practical assistance. We’ve
taken that approach into
Kudos. We provide support
tools, audit programmes
and quality control material.
If firms meet the criteria
set by Kudos, they shouldn’t
have a problem meeting the
requirements of their local
regulators.’
Given Kudos
International’s quality
control USP, Scott and
Morgan naturally wanted
to gain membership of the
International Federation
of Accountants’ Forum of
Firms. ‘The major driver of
quality control in audit is
IFAC,’ Scott says.
Forum membership
requires networks to
agree to maintain quality
standards in line with the
International Standard on
Quality Control (ISQC 1),
aimed at firms performing
audits and other assurance
engagements. ‘The vast
majority of associations
can’t join the forum because
they can’t demonstrate they
fully apply the requirements
of ISQC 1 across the entire
network,’ Scott says. ‘Or
they may have lawyers as
members. So it’s quite an

exclusive club.’ The majority
of forum members are bigfirm networks, so Kudos’s
membership is a notable
achievement.

‘Deliberate goal’
It was also a very
deliberate goal. ‘We went
to see IFAC before our
network went live and
managed to convince
them we had the ability
to provide all the qualitycontrol services required,’

Kudos monitors members’
quality standards. ‘Every
year firms have to submit
individual audit files for
review and every three years
we visit them to do a full
review and grade the practice
on its compliance with ISQC
1,’ Scott says.
‘If they don’t meet our
standards they will be told
to leave,’ Morgan adds.
‘Not immediately – we will
give them some assistance
to help them meet our
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driver for membership may
have been to gain referrals,
most have not received
a significant number of
referrals as a result. But
they have seen a significant
benefit in terms of their
image and obtained new
local work as a result.’
Launching the network
has taken a lot of hard work,
starting with that market
research and the essential
business plan, including a
forecast P&L. Has all gone

▌▌▌‘THE ADVANTAGE WE HAVE OVER MOST
NETWORKS AND TRAINING COMPANIES IS WE KNOW
EXACTLY WHAT THE REGULATORS ARE AFTER’

Scott says. The network also
has to comply with such
procedures as maintaining
a central register of public
interest audits performed
by member firms. Kudos
became a full member of
the forum in October.
The emphasis on
quality control and
compliance with ISQC 1
is intended to give network
members confidence if
they need to refer work
to another firm. ‘If everyone
is using the same qualitycontrol programme and
procedures across the
network, you can be
sure that work will be
performed to a certain
standard,’ Scott says.

standards. But if they
remain non-compliant, they
will leave.’
While the ability to refer
work with confidence is an
obvious benefit of Kudos
membership, there is a
more subtle but no less
powerful one.
‘For smaller firms,
there is the possibility
of a significant image
enhancement,’ Morgan
explains. ‘Before launching
Kudos we talked to firms
already in networks and
associations. It became
clear that while the primary

to plan? ‘Attracting firms
has been a greater challenge
than we anticipated,’
Morgan says. ‘It takes
firms a long time to make
decisions. With any new
business – and we found
this with PCP – you can
plan over a period of months
for the startup, but the
reality can be vastly different
from what you expect, no
matter how much research,
thinking and planning you
do. The important thing is
how you adapt.’ ■
Sarah Perrin, journalist
FOR MORE INFORMATION:

kudosinternationalnetwork.com
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CRI champion
As an undergraduate on
a programme jointly run
by INTI College Malaysia
and the UK’s University of
Hertfordshire, Andrew Ling
undertook a dissertation
focusing on EY’s approach
to knowledge management.
EY has long been
recognised for its knowledge
management strategy,
supportive and sharing work
culture, and infrastructure
to facilitate the growth
of intellectual capital,
and has been named a
Global Most Admired
Knowledge Enterprise for
15 years by the professional
knowledge-sharing network
KNOW, in addition to
other recognitions.
‘I was impressed by
the company’s knowledgesharing culture, and the fact
that it has won significant
awards and recognition in
the area,’ Ling recalls.
Currently an associate
director, Transaction
Advisory Services (TAS),
Ling, 31, has been with
EY since 2004, first at the
firm’s Malaysia office.
It was during an interview
with EY Malaysia’s human
resources manager that
his immediate career
path was determined.
Having spotted Ling’s
strengths, the manager
suggested that he consider
corporate restructuring and
insolvency (CRI).
Ling had been looking
for a position in corporate
finance, but he was
so convinced by the
professional way that
the interview had been
conducted that he found
it hard to turn down
the offer.
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While specialising in corporate restructuring and insolvency had never been part of Andrew
Ling’s career plan, a decade on and the EY associate director has never looked back

Ling values the opportunity to work at EY, knowing that he has to
put in extra effort in order to make the most of the experience.
‘In EY, as in other major firms, the technical knowledge is the
bottom line and that’s the reason why professional qualifications,
such as ACCA, are important.’
At the same time, he believes that a positive attitude towards work
is essential, too. ‘[It is important for us] to like what we are doing and
always deliver a good job, even though the job can be a minor task,’
he says. ‘By doing the minor tasks you gain work experience and the
trust of colleagues and clients. Sooner or later you’ll find yourself being
assigned a bigger role, with a bigger responsibility, and then you begin
to learn a bit more.’
Ling recalls the advice that his businessman father offered him before he
left for Hong Kong: that he must not feel dejected for having to work a little
more than others. This has had, he says, ‘a lot of influence on me. I’ve kept
reminding myself that when I shirk away from the minor tasks, I push away
the opportunities to learn.’

Despite his initial
lack of knowledge of the
area (‘Honestly, when
we were young, no one
told us there was such a
profession as CRI’), now,
of course, he has close
to a decade’s experience.
‘The nature of CRI is often
very fluid,’ he says. ‘One
day you are dealing with
the restructuring of a
manufacturing company,
and the next day you
can find yourself in the
liquidation project of a
financial institution.’
EY offers a
comprehensive range of
professional services to
clients in four main service
lines: Assurance, Tax, TAS
and Advisory. CRI is one
of the sub-services offered
under TAS. From 2006
onwards, and especially
following the financial
turmoil in 2008, EY’s
corporate restructuring
services have shown signs
of rising, helping to create
a number of niche markets
for the firm.

Born in Malaysia, Ling
made the decision to move
from Kuala Lumpur to
Asia’s leading international
financial centre in 2008.
He has adapted well to
Hong Kong’s legendary
quick pace, and is keen to
show recent arrivals how
to make the most of the
territory’s dynamism.

‘Embrace diversity’
‘Hong Kong as a city has a
lot to offer,’ he says. ‘There
are people from all around
the world, with different
nationalities and ethnic
groups. I ask people to be
open-minded and embrace
the diversity.’ In Ling’s
case, being a fluent speaker
of Cantonese – the most
widespread spoken Chinese
dialect in Hong Kong – has
definitely helped him to
adapt to the local culture.
Hong Kong has, says
Ling, opportunities aplenty
for professional and social
development. Ling himself
has picked up sailing as
his latest hobby, finding it

beneficial for both the body
and for networking.
He joined ACCA Hong
Kong in early 2013. ‘ACCA
is a wonderful platform for
making friends, while it helps
keep accounting professionals
like us updated about the
diverse regulations around
the world,’ he says. He
regularly attends the many
networking opportunities
offered by the organisation.
As a CRI professional
Ling has the health of the
economy on his pulse and
finds the business world
of Hong Kong resilient. ‘I
think Hong Kong in general
has done very well following
the 2008 financial crisis,’
he observes. ‘No doubt
business was affected
severely but Hong Kong has
rebounded quite quickly.
We’ve never seen the largescale collapse of business
anticipated by many. Being
part of China is a huge
advantage, as it helped
the city to quickly stabilise
its employment market,
contributing to growth.’

»
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▌▌▌’THE NATURE OF CRI IS OFTEN
VERY FLUID. ONE DAY YOU ARE
DEALING WITH THE RESTRUCTURING
OF A MANUFACTURING COMPANY, THE
NEXT DAY YOU CAN FIND YOURSELF
IN THE LIQUIDATION PROJECT OF A
FINANCIAL INSTITUTION’
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Wide spectrum
At EY, Ling deals with a wide
spectrum of companies,
including significant
private enterprises,
financial institutions,
listed companies and
multinational companies
with operations in Hong
Kong and China. While
clients are often receptive
to the firm’s advice, they
can sometimes prove much
more challenging, Ling says.
Common issues that a
CRI professional will face
relate to different legislation
employed in different
jurisdictions. ‘We need to
beware of the differences
with transnational
operations in different parts
of the world,’ he says,
pointing out that the laws
and regulations governing
the companies in mainland
China and Hong Kong are
very different.
Time can also be an
issue, with clients tending
not to seek advice until the
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very last minute. Companies
listed on the Stock
Exchange of Hong Kong
(SEHK) that are seeking
restructuring must submit
a plan to the exchange or
risk being delisted.
‘In some cases we
work under tight deadlines,
and are required to
formulate a restructuring
plan and submit it to the
regulatory body, in order to
stop the clock from ticking,’
explains Ling. ‘There is also
the complexity of dealing
with all the stakeholders
with myriad interests.’
Ling has been involved
in the restructuring of two
listed companies. Each
project has taken the
firm about two years of
dedicated services, but in
the end they were re-listed
on the SEHK.
The greatest sense of
accomplishment, he says,
is when the stakeholders
of a company that he and
his team have helped to

*
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EY is one of the largest professional
services organisations in
Greater China, with 11,000 staff
supporting clients through a network
of 22 offices.
The firm has had a presence in
the region since its first office,
as Arthur Young, was opened in
Hong Kong in 1968. In 1981 it
was one of the first international
organisations to establish operations
in mainland China.
EY offers a comprehensive range of
professional services in four main
service lines: Advisory, Assurance, Tax
and Transaction Advisory Services.

restructure are, over time,
much better off.
With each new project,
Ling is looking to become
a more rounded and
resourceful CRI professional
with the skills and expertise
to deal with a wide range of
businesses and industries.

And Ling has certainly
got the right mentality:
gaining the trust from
colleagues and clients,
by embracing those
extra tasks and going that
extra mile. ■
Gary Tsang, journalist

THINGS
work
beTTer
wHeN
THey are
compleTe

This applies to accountants too. ACCA
accountants are complete finance professionals
– thoroughly trained in all areas of business
and finance including strategy and innovation,
leadership and management, reporting,
professionalism and ethics, taxation and audit.
ACCA develops ‘business ready’ finance
professionals who can help grow your business.

Find out more at
accaglobal.com/complete
The global body for
professional accountants
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Elections to Council
Nominations are invited for members to stand for election to Council at the 2014 AGM
As the governing body of
ACCA, Council has a pivotal
role. It has a wide-ranging
remit that includes:
ensuring ACCA operates
in the public interest and
delivers the objectives set
out in its royal charter
setting ACCA’s overall
direction through regular
approval of ACCA strategy
ensuring governance
structures are aligned to
the effective delivery
of strategy
engaging with members
to explain and promote
ACCA’s strategic direction
acting on behalf of all
members – and future
members (today’s
students)
providing an objective
environment for the
executive team to explore
new ideas or challenges.
Council and the executive
team collaborate to
devise strategy which
is then approved by
Council. Strategy delivery
is the responsibility
of the executive team,
with Council providing
process governance and
performance management.

*
*
*
*
*
*

Whatever their
geographical or sectoral
bases, Council members
do not represent particular
areas or functions. Council
members are elected by the
membership as a whole.
Candidates in the Council
elections come from all
parts of the world and every
sector of the profession, and
represent a wide range of
senior positions. Long-term
or technical experience is
valuable, but so is proven
ability to participate actively
in strategic decisionmaking. Council experience
is not necessary but an
understanding of good
governance is essential, and
personal and professional
integrity must be of the
highest standard.
Specifically, ACCA
expects members to have:
an ability to take a
strategic and analytical
approach to issues and to
see the big picture
an understanding of
the business and the
marketplace
communication and
networking skills
an ability to interact with

*
*
*
*

peers and respect the
views of others
decision-making abilities
an ability to act in
an ambassadorial
role in many different
environments
planning and time
management
a willingness to learn
and develop.
Anyone wishing to stand
must be nominated by at
least 10 other members in
good standing. Candidates

*
*
*
*

GRANT FUELS INTEGRATED REPORTING RESEARCH
ACCA, the International Association for Accounting Education and Research (IAAER)
and the International Integrated Reporting Council (IIRC) have offered a grant of up to
£50,000 to stimulate fresh research into the development of integrated reporting.
Ewan Willars, ACCA director of policy, says: ‘We support the integrated reporting
initiative and we want to see it flourish as it becomes increasingly important to the
accounting and financial world.’
The organisations called for fresh thinking on meeting users’ information needs, the
role of materiality in determining the balance between completeness and conciseness
in an integrated report, and organisational characteristics (the theoretical, policy and
practical issues concerning the application of the framework).
Michael Nugent, technical director – framework development, IIRC, says:
‘Integrated reporting is market-led; it will evolve in line with business and user needs.
This call for research will help the IIRC to continue to develop its understanding of
what those needs are and the role of integrated reporting.’
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should supply a head-andshoulders photograph and
an election statement of up
to 500 words. Candidates
must also sign declarations
of their willingness to
comply with, and be bound
by, the code of practice for
Council members.
From 2014, candidates
may also produce a
video in support of their
election statements. The
videos will be posted on a
dedicated section of the
ACCA website, together
with the written statements
and photographs.
Further information on
Council service and the
election process, including
guidance on the production
of election videos and rules
on the use of social media
during the Council elections,
can be obtained at
www.accaglobal.com/ab62
or by sending an email to
secretariat@accaglobal.com
quoting ‘Council Elections’
in the subject box.
The closing date for
submitting nominations is
18 June 2014. ■
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High award for Oman CEO
Harib Al Kitani, CEO of Oman LNG – an important stakeholder group for ACCA – has
been awarded Best CEO of the Year 2013, by World Finance Oil and Gas Awards
Harib Al Kitani, Oman LNG’s
CEO, has been awarded
Best CEO of the Year 2013,
Middle East Oil and Gas
Sector in the World Finance
Oil and Gas Awards. Al
Kitani was the only Omani
national to make it to this
prestigious award shortlist.
Oman LNG is an important
stakeholder group for ACCA.
The recognition came just
two months after Al Kitani
steered the full management
integration between Oman
and Qalhat LNG companies,
bringing together two
world-class corporations
to enhance operational
efficiency to support the
global energy market.

The selection of Al
Kitani, the first Omani ever
to win the award, by the
panel of international jurors
was among other criteria,
based on his 35 years’
experience across the gas
value chain. The award is a
recognition of the emphasis
the company places on
investing in its people and is
a boost to broader efforts at
Omanisation in the oil and
gas industry.
According to the
International Gas Union,
Oman supplies a critical
3% of liquefied natural gas
to meet rising demand in
international LNG trade. In
2012, revenue generated

through exports of liquefied
natural gas cargoes from
Oman were in excess of
$5bn, second only to income
accruing to the country from
its sale of oil.
‘Throughout his career,
Al Kitani has developed all
the leadership qualities
necessary to lead the Omani
natural gas evolution,’ said
Alexander Redcliffe, editorin-chief of World Finance
magazine and leader of its
selection panel in London
announcing the award. ‘His
work and pedigree in the LNG
sector have been a pivotal
driving force behind the
recent integration between
Qalhat and Oman LNG.’

▲ LEADING THE FIELD

Harib Al Kitani is the first
Omani ever to win the coveted
Best CEO of the Year award
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The number of formal
ACCA partnerships
with trade associations,
membership bodies,
training providers and
institutions around the
world, including mutual
recognition deals with
professional accountancy
bodies. For more benefits
of membership, go to
www.accaglobal.com/
memberbenefits

ABOUT
ACCA
ACCA is the global
body for professional
accountants.
We aim to offer
business-relevant,
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

ACCOUNTING AND BUSINESS

Employer enhancements
Relaunch of Approved Employer programme retains CPD
streamlining for ACCA members and adds benefits for employers
ACCA has added to the
attractions of its Approved
Employer programme.
The benefits for
Approved Employers
now include exclusive
discounts when using the
ACCA Careers website to
recruit, recognition for the
development they provide
for ACCA members, and

discounts for staff taking
ACCA’s online specialist
finance certificates on topics
including international
financial reporting and
international auditing.
ACCA members working
for Approved Employers
in the professional
development stream
automatically meet ACCA’s

CPD requirements and do
not have to follow the CPD
unit scheme route.
Find out more at www.
accaglobal.com/ab63
If you are not sure
whether your employer is an
Approved Employer, email
members@accaglobal.com
quoting ‘Approved Employer’
in the subject line.

IFAC REPRESENTATIVES MEETING
Members of the boards and committees of the International Federation of Accountants
(IFAC) who are sponsored by ACCA met with ACCA’s chief executive and senior staff
late last year. One new IFAC representative attended: Keto Kayemba FCCA, who has
joined IFAC’s Professional Accountancy Organization Development Committee.
Discussions focused on IFAC’s current strategy and priorities, its value proposition
and future strategy, public interest and policy, and common areas of interest for ACCA
and IFAC in the future. The team also explored ways to ensure that ACCA continues to
support IFAC in representing and developing the profession effectively at a global level.

▲ ACCA’S IFAC LINE-UP

Phoebe Yu FCCA, Compliance Advisory Panel member; Keto Kayemba; Japheth Katto FCCA,
Nominating Committee member; Dorothy Ngwira FCCA, SMP Committee member; Alan
Johnson FCCA, PAIB Committee member; Clare Minchington FCCA, IAESB member (until end
2013); Brendan Murtagh FCCA, IAASB member; Marta Rejman FCCA, IFAC Board member

CHAMPIONING ETHICS
A code of ethical conduct can be effective only if promoted and championed
throughout the organisation, according to a new publication from CCAB, Developing
and Implementing a Code of Ethical Conduct.
CCAB, a forum of six accountancy bodies that includes ACCA and UK and Ireland
institutes, says a code of ethics can help address operational and integrity risks.
The guidance is aimed at professional accountants looking to develop or enhance
codes of conduct within their organisations but is also applicable to a wider audience.
The guidance is available at www.accaglobal.com/ab64

Get the big picture
on tax, financial
reporting and
company law...

Update for the Accountant in
Industry & Commerce 2014
13 convenient dates and locations
From New UK GAAP to the anti-avoidance debate, there are many issues you will
need to get to grips with in 2014. This 2 day event worth 12 CPD points will ensure
you are up-to-date on the latest changes and issues facing your business.
Expert speakers cover the issues with practical advice and real life examples to ensure
you are fully prepared for the year ahead. Discover future developments affecting the
accounting profession whilst being able to network, ask questions, learn what other
businesses are doing and take home hundreds of detailed and genuinely useful notes.
There’s a reason 80% of our delegates each year are return visitors!

Book you place today at www.cch.co.uk/aic
email cch@wolterskluwer.co.uk or call 0844 561 8166
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