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Welcome

Welcome
Triumph but not yet total victory for IFRS
International Financial
Reporting Standards have
become the widely accepted
accounting vernacular for
listed financial statements.
Since the transition towards EU-wide use of IFRS began all
those years ago, 116 countries have adopted IFRS in full.
To say that this has been a success is an understatement –
particularly if you recall some of the initial reactions. Many
local GAAP regimes were considered perfectly adequate
at the time, so why take the trouble to re-educate finance
professionals in a whole new set of standards?
The benefit of a common language for financial statements is
a huge draw in a globalised age. Yet some markets, such as the
US, have still not fully committed to IFRS. Convergence between
the US-based Financial Accounting Standards Board and IFRSsetter the International Accounting Standards Board has failed
for certain projects, such as financial instruments, insurance and
leases (although some successes can be celebrated in significant
areas such as the revenue standard). As IASB chairman Hans
Hoogervorst points out on page 36, IFRS is important to the US
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and the IASB needs to be patient. In our exclusive interview he
explains why the past 10 years of IFRS is a cause for celebration
and why there was a need to issue a recent document addressing
some misconceptions about the work of the IASB.
Also in this issue, we talk to accountants in Greece about how
they are juggling reforms and austerity measures as the country
struggles towards financial stability. The economic crisis and
uncertainty over the regulatory framework have had a significant
impact on accountants there. Implementation of tax evasion
measures, however, is showing a positive side to the Greek crisis.
Read more on page 28.
In our interview on page 12, we speak with Alexandra Chin,
whose ACCA presidency begins this month. Having notched up
32 years in public practice and set up her own thriving firm, she
has a wealth of experience and knowledge. She sees women’s
leadership as important for the growth of the profession and
urges women members to inspire the younger generation. Read
about her aspirations, and also find out how to view an exclusive
video on her inspirational career journey on page 22.
Lesley Bolton, international editor, lesley.bolton@accaglobal.com
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News | Pictures

► On air

Expansion plans for
the BBC World Service
include a daily news
programme for North
Korea as well as more
broadcasts to Russia,
India and the Middle East

▲ Campaign trail

Portuguese prime
minister and Social
Democrat leader Pedro
Passos Coelho (right),
with deputy PM Paulo
Portas, ahead of the
elections on 4 October

▲ Off the boil

Calls to limit sales of
Vegemite – often used
in Australian moonshine
– were dismissed after
confirmation that the
paste cannot be brewed
into alcohol on its own

▲ Race over

Former jockey and
trainer Charlie Swan was
forced to pay almost
€123,000 in bills, interest
and fines as part of a
wider investigation into
tax defaulters
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Pictures | News

▼ On the move

As refugees, mainly
from Syria, continue to
make the treacherous
journey to Europe, the
United Nations predicts
that 400,000 will arrive
by sea this year

▼ Star role

A new United Nations
campaign, featuring stars
such as Beyoncé, will
highlight its new goals to
eradicate poverty, fight
inequality and combat
climate change

▼ Top of the blocks
LEGO has surpassed
Barbie-maker Mattel
as the world’s biggest
toymaker. It reported
an 18% leap in first-half
sales to 14bn Danish
kroner (£1.38bn)
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News | Roundup

News roundup

This edition’s stories and infographics from across the globe, as well as a look at the
latest developments and issues affecting the finance profession
Firms top profits table
Accountancy firms are achieving
the highest margins of any US
commercial sector, according
to statistics from data analyst
Sageworks. The ‘accounting, tax
preparation, bookkeeping and
payroll services’ sector yields
a net margin of 20.5%. It just
beats the next most profitable
sector, automotive equipment
rental and leasing, which stands
at 20.4%. Real estate, law and
health service professional
firms had margins of between
13% and 16%. Margins at
accountancy firms are more
than twice as high as the private
company average.

spoke to companies that had
experienced more than 70%
growth for three successive
years. She said: ‘Growth of
this rapidity is almost always
driven by one of three factors:
strategic internal decisions
to enter new markets, the
acquisition of technical
expertise to develop new
products, or a response
to external stimuli such as
consumer demand.’ The
finance function plays a central
role in taking advantage of
these opportunities without
engaging in excessive risks,
Mirkovic said. see www.
accaglobal.com/ab/246.

Growth without grief

Tax agencies do better

The finance function is central
to SMEs’ capacity to grow,
according to a report from
ACCA, Ready for growth.
Author Rosana Mirkovic,
head of SME policy at ACCA,

Tax collection agencies are
becoming more efficient
and have cut collection
costs through greater use
of digital technologies,
according to the Organisation
for Economic Cooperation
and Development’s Tax
administration 2015 report.
The survey of 56 advanced
economies noted substantial
organisational restructuring.
Some 40% of agencies are
dealing with significant changes
in their operations, including
mergers with other government
bodies and taking on additional
business activities. Even though
60% of agencies are shedding
staff, most have improved their
tax collection performance.

IR endorsement
The prime minister
of Sri Lanka, Ranil
Wickremesinghe, has
endorsed integrated
reporting to make the
country more attractive
for foreign investors
and domestic private
investment. He said: ‘IR
will make reports more
meaningful to investors
and stakeholders.’

Toshiba fallout continues
Toshiba overstated its profits
by around US$2bn over a
period of seven years, the
company has reported. The
admission came as Toshiba
restated its financial results,
following an acknowledgement
of accounting irregularities.

The roots of this lay in a culture
of subservience and led to
chief executive and president
Hisao Tanaka resigning in July.
The company has now lost
more than a third of its market
value. EY Japan is reportedly
undertaking its own internal
investigation into its audits
of the company’s results. EY
declined to comment.

Bank fines hit $260bn
The world’s largest banks have
been penalised US$260bn as
a result of regulatory and legal
challenges since the onset of
the financial crisis, analysis by
Morgan Stanley has revealed. Its
report predicts the five largest
US and 20 biggest European
banks will bear a further
US$60bn in litigation costs over
the next two years. The top five
US banks – Bank of America,
Morgan Stanley, JP Morgan, Citi
and Goldman Sachs – have paid
the lion’s share (amounting to
US$137bn) of the penalties.

ESG’s financial sense

the year ending 30 June. Fee
income rose from US$833m the
preceding year to US$1.05bn
in the 2015 year. Consulting
and advisory revenue saw the
biggest rise, increasing by
51.4%. Tax division revenue
went up 29.9%, and assurance
business revenue was 17.5%
higher. ‘Once again, the
increase has been fuelled in
equal measures by organic
growth (+13.1%) and our
ongoing expansion strategy
(+12.9%),’ said Wayne Berson,
CEO of BDO USA.

Wong swaps eBay for EY
EY has appointed Jeff Wong
as head of its new global
innovation team. Wong joins
from eBay, where he led the
business incubation group.
‘Wong will take his experience
and insights to challenge
everything from the way we do
business internally to the way
we innovate with our clients,’
said Mark Weinberger, EY’s
global CEO and chairman.

Companies that adopt
sustainability standards achieve
demonstrable financial benefits,
according to the Global Ethical
Finance Forum. Research by
the University of Oxford and
Arabesque Asset Management
found that the use of
sustainability standards lowered
the cost of capital in 90% of
cases. The report also found
that operating in accordance
with sound environmental,
sustainability and governance
(ESG) principles delivered better
operational performance at 88%
of the research projects.

ACCA official regulator

Fee income soars 26%

Germany’s Greek gain

BDO in the US has reported
a 26% jump in revenues for

The German government
saved more than €100bn

ACCA’s conciliation service
has been approved by the
Chartered Trading Standards
Institute as a regulator. As
a result, clients of ACCA
members and firms who have
exhausted internal complaints
processes can now seek
assistance via the conciliation
service of ACCA. From October,
members and firms regulated
by ACCA will be required to
direct clients with complaints
towards ACCA’s assessment
department, which will evaluate
suitability for conciliation.
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Take one
As the Rugby World Cup gets into full swing, the latest in our series of video interviews with
high-profile members features Steve Brown FCCA, managing director of England Rugby 2015
His
leadership
role in
planning and
running the
Rugby World Cup
tournament

Find out
more about
Steve Brown’s
inspiring career journey
to one of the top jobs
in the sports industry
at www.accaglobal.
com/ab/

His journey
from
aspiring
rock star to finance
and management
in the world of
sport

When Steve Brown left school, he wanted to be a rock
star and started a band. But when the records didn’t sell,
he set his sights on a career in finance, attaining his ACCA
Qualification while working at the NHS. After building his

from the Greek financial crisis
through lower borrowing
costs, according to analysis
by Germany’s Halle Institute
for Economic Research. The
savings were made between
2011 and 2015. The institute
explained that at each point
in the Greek crisis, capital
moved to Germany as a safe
haven, leading to falls in the
interest rate paid on bonds.
The scale of the savings is such
that Germany benefits even if
Greece reneges on its debts
to European institutions –
Germany’s share is €90bn.

IR skills matrix crafted
The International Integrated
Reporting Council has released
a ‘competence matrix’ to help
practitioners understand the

skills and experience they need
to be effective with IR. The
aim is to help organisations
achieve consistency in their
skills provision. The matrix takes
a principles-based approach
to explain what practitioners
should have learnt, while
building on their existing
professional reporting skills. The
IIRC is emphasising the close
relationship between corporate
governance and reporting.

Spain ends austerity
The Spanish government has
declared the end of austerity,
with ministers promising to
cut tax rates following official
statistics showing rising output
and stronger tax revenues.
Spain expects to fall back below
the European Commission’s

career in healthcare finance he grabbed an opportunity to
enter the sports world, becoming CFO of England’s Rugby
Football Union in 2011, and this year stepping up to run
one of the world’s largest sports tournaments.

required 3% budget deficit
ceiling next year. Spain’s budget
minister Cristóbal Montoro said
that the country is now growing
twice as fast as Germany and
three times faster than France
and Italy. The government is
preparing for a general election
that has to be held before the
end of the year.

Ethical finance forum
The Global Ethical Finance
Forum in Edinburgh attracted
more than 150 leaders in the
socially responsible and faithbased investment sectors.
Representatives attended
from the Middle East, East
Asia, Africa and Europe. GEFF
brings together investors
with environmental, social
and governance concerns

in Western economies and
those engaged with Islamic
finance. Jaseem Ahmed,
secretary general of the Islamic
Financial Services Board, said:
‘A reputation for compliance
with ethical norms is a key to
branding for Islamic finance.’

Non-audit fees drop
The fall in fees paid to
auditors in the US for nonaudit work in the wake of the
Sarbanes-Oxley Act has been
documented in the latest
Audit Analytics report. This
found that for the first time
non-audit fees now account
for less than 10% of fees paid
to auditors. The study looked
at audit and non-audit fees
paid by large public listed
companies since 2002.

»
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Financials hacked
Computer hackers broke
into secure internal systems
to obtain market-sensitive
information and use it to
trade shares, according
to investigators for the US
Securities and Exchange
Commission. Data was
extracted from various sources,
including from over 150,000
press notices that had not yet
been issued, which contained
details of earnings figures.
Investigators believe that
although US corporations were
targeted, the criminal ring was
based in Ukraine. The hackers
made tens of millions of dollars
from the illegal trades.

Are you ready for disaster?
Natural disasters
Malicious attack
Cyber attack
Confrontation
Legal
Industrial
Other
0%

100%

Africa obstacles
Weak commodity prices
have undermined African
governments’ attempts
to implement economic
management reforms,
according to the World Bank.
Nevertheless, it found that 26%
of African countries have made
broad progress in promoting
development and reducing
poverty. Several governments
have improved their debt
management, helping them to
keep debt burdens at modest
levels and strengthen debt
sustainability. Countries hit by
new conflicts have quickly gone
into reverse on both equity and
growth, even where they had
previously made progress, said
the World Bank.

MENA widens tax base
Governments in the Middle
East are looking at new ways
to levy taxes in response to a
fall in revenues, according to
an EY report. Sherif El-Kilany,
MENA tax leader for EY,
said: ‘Governments in the
region have faced a myriad
of challenges from political,
economic and social factors.
The economic cost of the
disruptions caused by the
Arab Spring, the urgent need
for social reform and fall in oil
price represent challenges
that governments are tackling

Do not know

Not considered
major threat

Insufficiently
prepared

Mostly
prepared

Well
prepared

Around 25% of North American CFOs believe that their organisations are insufficiently
prepared to resist cyber attacks and other malicious attacks, including terrorism and
tampering, according to Deloitte’s CFO signals survey for the second quarter of 2015.

head-on with fiscal reforms.’
Governments are focusing
on broadening their revenue
base, increasing value from oil
and exports, and promoting
infrastructure investment.

Ghana/UK tax deal
Ghana is to receive assistance
from the UK government in
developing systems to tackle
tax avoidance and evasion. As
part of the new partnership,
there will be support in drafting
tax legislation and automatic
exchange of tax information.
Ghana’s finance minister, Seth
Terkper, said: ‘Ghana is ready to
join the global effort to control
tax evasion. The collaboration
with the UK is bound to profit
the two countries, and Ghana’s
revenue generation efforts will
be enhanced.’

Pay gap disclosure
Large US-listed companies will
have to disclose the pay gap
between their CEO and the
employee median average,

under a rule adopted by the
Securities and Exchange
Commission. From 2017
onwards, companies will have
to disclose pay ratios in annual
reports. The SEC said that the
move will assist shareholders to
evaluate CEO compensation.
Smaller listed companies,
emerging growth companies,
foreign private companies
and registered investment
companies are exempted from
the requirement.

Consulting arms diversify
Accountancy firms have
accelerated their expansion
into consultancy fields away
from their traditional areas
of expertise as part of their
diversification efforts. Deloitte
has created a new leadership
consulting practice after
acquiring Kaisen Consulting.
EY has launched a new global
healthcare consultancy team,
which has been boosted
by its agreeing a strategic
alliance with YourEncore.

KPMG has formed an alliance
with Matchi.biz, a financial
technology matching platform,
which provides new financial
consultancy opportunities. And
KPMG Australia has acquired
a human rights and social
impact consultancy, Banarra, to
enhance its risk management
consultancy business.

Enterprise Uganda deal
ACCA has signed a
memorandum of understanding
with Enterprise Uganda
that facilitates the role of
ACCA members in providing
mentoring services to small
businesses that need financial
expertise. Charles Ocici, chief
executive of Enterprise Uganda,
said: ‘Enterprise Uganda is
committed to enhancing and
promoting financial literacy in
business and the public sector, a
commitment to which we know
ACCA is also dedicated.’ ■
Compiled by Paul Gosling,
journalist
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Focus | Interview

Forward thinker

As she assumes the helm of ACCA, new president Datuk Alexandra Chin FCCA reflects
on her career so far and looks forward to the challenges she faces in the year ahead

D

atuk Alexandra Chin is well aware that she is taking
on the role of ACCA president at a time when the
accounting profession is facing huge challenges –
from the rise of technology and increased regulation to
the ongoing issue of attracting and retaining talent. But
like everything she’s taken on in the past, her approach is
to shoulder the role and the related responsibilities with
courage, enthusiasm and grace.
‘To me, this is an exciting time to lead ACCA as we try
to achieve our vision of being number one in developing
professional accountants the world needs,’ says Chin,
who assumed the helm in September. During her yearlong tenure, Chin, through her many engagements and
meetings with members and stakeholders, plans to emphasise
ACCA’s core values.
‘These core values of diversity,
opportunity, innovation, integrity
and accountability are the same
values that ACCA has kept since
its inception in 1904, and these
are the core values that have given
me opportunities,’ she says. ‘I will
in particular focus on diversity,
particularly in relation to open
access and giving opportunities to
people around the world to study
accountancy because this is how I got
my start in the profession.
‘I did ACCA part time via selfstudy and I passed all the way.
With that, I have been able to have a
fulfilling career. That’s how supportive
ACCA is, and that’s what I want to
emphasise,’ she says, adding that she
is honoured to represent ACCA members as well as serve as
its ambassador.
‘I am really looking forward to meeting as many members
as possible. Our members are the centre of ACCA and to date
I have met some of the best and brightest in our ACCA family.
The best thing when I meet these members is that each of them
has a unique story to tell about how ACCA has changed their
lives and given them opportunities, and I see parallels with my
story,’ she says.
Chin says that she has also been engaging with university
students and is keen to share her story and inspire them the way
ACCA has inspired her.

Datuk Alexandra Chin has 32 years’
experience in public practice. She
qualified with ACCA in 1986 and
has her own accountancy practice
in Sabah. Chin has been an ACCA
Council member since 2005 and, prior
to this, served as an international
assembly member representing Malaysia (2003-05). She
is also a member of the nominating committee and was
president of ACCA Sabah (1999-05).
Chin has been actively involved in various
professional bodies and organisations in Sabah,
including the Malaysian Institute of Accountants, the
Chartered Tax Institute of Malaysia, the Board of Trustees
of the Sabah Parks and Sabah
Sports Board. Presently she is a
member of the Sabah Tourism
Board. She was also appointed a
justice of the peace in 2009 and is
a member of the Commonwealth
Magistrates’ and Judges’
Association. She was conferred
Datukship in 2014.

CV

‘Each member
has a unique
story to tell
about how ACCA
has changed
their lives and
given them
opportunities’

Inspiring the younger generation
to take up accountancy is important,
she says, given the many choices
available to them today. ‘Nowadays
one is spoilt for choice and if people
don’t come forward to take up
accountancy then there will be a
shortage of talent,’ Chin says. ‘That’s
why we are going into new markets to promote ACCA and
we’re also helping in the capacity building and training of
accountants in emerging markets,’ she says, adding that in the
last few years the organisation has made inroads into Turkey,
Indonesia, Laos and Myanmar.

Advocate for women
As the fourth woman president of the ACCA, Chin is also mindful
of her responsibility to advocate for women to take on leadership
roles. Interestingly, she points out that when she joined ACCA as
a student in 1981, the president at the time was the late Vera di
Palma, the organisation’s first woman president.

»
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So does she feel an added burden taking on the role of
president? ‘Well, yes and no,’ she says. ‘No because we have
many female students already doing accountancy. We have
future finance leaders coming up the career ladder but I think
what’s challenging is for women to take on leadership roles
because of family considerations.
‘I think that for many women, when faced with the choice
between family and a career, family comes first. Furthermore,
having left and then come back, it’s challenging to work your way
up again,’ she says. ‘Having said that, I recently met an ACCA
member at a new member engagement and she shared with me
that she is already a grandmother. That is how flexible the ACCA
Qualification is: there are no barriers.’
Chin adds that although there is no shortage of talented
leaders, women tend to be shy or prefer to maintain a low
profile. ‘And that is why sometimes they are overlooked when it
comes to promotion. So women need to be more visible or else
they will be passed over for promotions,’ she says, adding that
ACCA women members can play a bigger role in supporting and
inspiring the younger generation.

‘Trusted advisers’
Another topic that is close to her heart is the important
role that accountants and finance professionals have in
aiding the growth of small and medium-sized enterprises
(SMEs). ‘I see accountants as the trusted advisers for
SMEs; in whatever decision that they make, they come to
us. So we as practitioners need to be at the forefront of
changes and developments. We need to be aware of what’s
happening on the regulation front so that we are able to
advise them and to help them be aware of certain issues,’
she says.
When Chin first started her private practice in 2006, her
clients were SMEs that have since grown and expanded their
businesses. ‘Most are family businesses and in many cases
the second generation that is running the companies are still
with us, so it is encouraging to see that we are still their trusted
advisers,’ she says.
The key to playing this role, she adds, is to listen to
clients’ needs. ‘They all have different needs,’ she says.
‘Some may want expansion and growth; some may want
access to finance. You have to understand their needs in order
to help them.’
In the same vein, Chin feels that it is important for
accountants and finance professionals to play a bigger role in
facilitating change within an organisation, and to that end apply
the essential principles of entrepreneurship to the organisation
that they are working in.
‘This involves being innovative and generating new ideas
to create value in an organisation, and I think that in today’s
world, given the presence of complex data and the amount of
business information, it’s important to make the right decisions.
So I see that CEOs will increasingly rely more heavily on the CFO
to navigate through all this complex data and offer insight for
business decisions,’ she adds.

The importance of role models
ACCA president Datuk Alexandra Chin hopes that
more women members will step up as role models
and encourage young accountants and finance
professionals to move up the career ladder into
leadership roles.
Chin, who is ACCA’s fourth female president
since the association’s inception in 1904, says
that although there are many female students
taking up accountancy and ACCA is regarded as
one of the more diverse professional accounting
bodies in the world, women members need to
share their respective journeys and inspire the
younger generation.
This has been one of her priorities since her tenure
as deputy president began in 2014 and which she plans
to continue during her term as president. She says she
is especially gratified when women tell her that they are
inspired and moved by her story.
‘I had a breakfast meeting recently in Prague and we
had some sharing sessions, and one of the questions was
how long I took off from work when I had my children,’ she
recalls. ‘I said that I went straight back to work after my
maternity leave.’
‘Later, one of the participants came up to me and said
that she too chose to go straight back to work after having
a child. I hope our female members can be role models for
other members.’

Here, she says, ACCA has a role to play through the research
papers and insights the organisation produces, which serve as
a guide for members. She also highlight’s the organisation’s
Accountancy Futures Academy which has been created
specifically to look at future trends and their impact on the
profession. ‘We’re always at the forefront and ensure that our
members are kept up to date,’ she says.

Reassessment of goals
Chin, who has been a Council member since 2005, did not
initially plan on throwing her hat into the ring for the role of
president, but a personal experience in 2013 prompted her to
reassess her life’s goals and achievements.
‘I started thinking of what I’ve done, and asked myself if I was
doing all the things that I should be doing,’ she says. ‘I started to
look at my career and I was happy with what I had been doing.
It was my seventh year on the Council and I felt that I could do
more. I didn’t want to be in my eighties or nineties and regret not
taking on the challenges. So that’s when I decided to take the
bold step and put myself forward.’
Such an attitude, she says, is very much in her nature.
‘It was the same when I decided to start my own practice
in 2006. I don’t like to consider too much and give myself
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all the “What if?” questions. This
would make me afraid of embarking
on anything and the more “what
ifs” I put before myself would just
demoralise me.
This attitude has, recalls
Chin, served her right from the
start of her career. ‘I was initially
registered to study marketing but
a guidance counsellor suggested
that, with my aptitude for maths, I
could actually take up ACCA and
become an accountant,’ she says. ‘So
instantly I thought: “Ok, I will be an
accountant.” Once I decide on doing
something, I don’t dwell too much on
the decision.’
Chin believes that her experiences
as an ACCA Council member, as well as her involvement
in other professional bodies and organisations, will stand
her in good stead as president. ‘I think the biggest lessons
I’ve learnt from my previous experiences are the importance
of interpersonal skills and managing relationships,’ she

15

says, adding that her experience
as the Sabah Chairperson
of the Malaysian Institute of
Accountants and Chartered Tax
Institute of Malaysia has helped
her to manage relationships with
various stakeholders.
‘ACCA has partnerships with
many professional bodies and
is moving into new markets and
building new relationships, so it’s
important to maintain and enhance
those relationships,’ she says. ‘In
any partnership, understanding
and communication will be crucial.’
Undaunted by the challenges of
her new role, Chin says that she is
indebted to the support of ACCA’s
executive team headed by CEO Helen Brand OBE and Council
colleagues. ‘We make a good team, and it’s going to be a very
fulfilling year ahead.’ ■

‘CEOs will
increasingly rely
on the CFO to
navigate through
complex data
and offer insight
for business
decisions’

Sreerema Banoo, journalist
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Focus | Oil economics

Stepping on the gas

The collapse in the price of oil over the past 12 months has clearly benefited importers at
the expense of exporters, but what does it mean for the global economy?

T

he physicist Niels Bohr once quipped that prediction
was very difficult ‘especially if it’s about the future’. His
scepticism applies doubly to attempts to forecast the
oil price. The ultimate in chaotic systems, the crude market
can be swayed by disruptions in any one of a dozen large oilproducing nations, shifts in demand in rich energy-consuming
countries or simply a change in sentiment among speculators.
While short-term swings in the oil price won’t get any easier
to anticipate, several historic trends have recently converged
that seem to promise cheaper oil for the foreseeable future.
The first – new drilling techniques that have unlocked previously
inaccessible oil deposits – has been exhaustively commented
on for several years now. More recently, however, the OPEC
cartel of oil-exporting nations appears to have abandoned its
long-standing mission of promoting high and stable prices. In
a landmark meeting in November 2014, Saudi Arabia – OPEC’s
biggest producer – refused to cut output despite a sharp fall in
the price of Brent crude, a benchmark for oil prices globally.
‘OPEC is broken,’ says Tom Biracree, an energy analyst at IHS,
a consultancy. ‘Combine this with the extra supply from shale oil,
and the entire energy game has changed. The upshot is we are
unlikely to see a sustained return to US$100 a barrel oil any time
soon.’ This has far-reaching implications for the global economy.
It affects growth rates, inflation, financial markets and even
government policy.
Let’s start with growth. All else being equal, the price of oil
should have no impact on economic growth. After all, every
dollar gained by oil consumers in lower prices is a dollar lost by
the drillers. In addition, modern service
economies have become less reliant
on crude oil. The US, for example, now
uses 58% less energy to produce each
dollar of GDP than in 1950, according
to government data.
Nevertheless, the crude oil price
remains a powerful influence on
economic growth. Its sway stems from
the different patterns of consumption
and savings between oil-consuming
and oil-producing nations. The elites
who control much of the wealth in
oil-rich states tend not to adjust their
spending significantly whether oil
prices go up or down. The tsunami of
extra cash that floods into oil producers
during periods of pricey oil is often

hoarded in sovereign wealth funds. By contrast, oil consumers
typically spend about half their windfall from cheaper oil over the
course of a few years, says Andrew Kenningham, a global analyst
at Capital Economics. ‘This produces a strong multiplier effect,’
he adds.
The sums involved are significant. At US$100 a barrel, the
average price in 2014, the world’s oil consumers spend around
US$3.3 trillion on crude – about 4% of world GDP. As a result,
a fall to $60, which was the price in June, reduces the global
oil bill to US$2 trillion (roughly 2.5% of world GDP), transferring
US$1.2 trillion from producers to consumers. Capital Economics
calculates that each US$10 per barrel fall in price should boost
global GDP by around 0.2%. If the US$60 a barrel price persists
(indeed, it fell to US$43 in August), then cheaper oil could add
about 0.8% a year to global growth. With world GDP growing by
just 2.8% in 2014, that’s a sizeable lift.
The gains are naturally skewed towards those nations that
have the largest net imports relative to the size of their economy.
Many of the biggest winners are in Asia, says Mark Zandi, chief
economist at Moody’s, the credit rating agency. India, which
has limited domestic energy production but an energy-hungry
economy, is a good example. A US$40 fall in the price of oil,
Moody’s calculates, adds a full percentage point to the country’s
rate of economic growth.
There are other benefits too for nations like India. Cheaper oil
has helped bring down its worryingly high inflation rate, allowing
the central bank to cut interest rates. ‘Cheaper borrowing for
businesses and consumers should add a secondary fillip to
growth,’ says Zandi.
Japan and the eurozone – both
economies with near zero domestic oil
production – also fare particularly well.
The eurozone, for example, generates
enough oil within its own borders
to supply only about 3% of its total
consumption. ‘At least part of the credit
for the recent revival in eurozone growth
can be attributed to the turn in the oil
price,’ says Zandi. ‘The single-currency
zone badly needed a helping hand.’
There are also notable sectoral
winners. One unlikely gainer is farming.
Agriculture is roughly five times more
energy-intensive than manufacturing,
according to the World Bank, partly on
account of the reliance of farmers on

One unlikely
gainer is farming.
Agriculture is
roughly five times
more energyintensive than
manufacturing
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modern agricultural machinery and fossil fuel▲ Price down,
again. And that is not counting the ecological
based fertilisers. Other winners include airlines,
production up
benefits as consumers use less petrol.
freight companies and car makers.
Fuel oil being pumped into
Naturally, there are also plenty of losers from
Useful as such short-term boosts may be,
a storage drum at dawn in
falling oil. The main question for economists is
many economists are hoping that longer-term
Iraq, where the government whether the pain inflicted on a smaller number
structural improvements will also flow through
has ramped up oil
of petro-states will end up disrupting financial
coming years. Currently governments around
production to an all-time
markets and the global economy.
the world spend around US$550bn on subsidies
high to help make up for
The reassuring answer is: almost certainly
for fossil fuels, according to the International
revenues lost by collapsing
not. For a start, many of the most important
Energy Agency, including costly taxpayer support
oil prices
producers are financially well prepared. Take
to lower the price of petrol for consumers. ‘This
Saudi Arabia, the world’s largest oil exporter.
has been a huge burden on budgets, pushing up deficits around
With output of around 10 million barrels a day – about 11% of the
the world and reducing the sums available for productivityglobal total – the country is about US$35bn a year worse off for
enhancing spending on infrastructure or education,’ says Gabriel
every US$10 fall in the price of Brent. Yet the Saudi government
Sterne, chief analyst at Oxford Economics.
has accumulated net foreign assets of around US$737bn (2.8
Such subsidies have been politically difficult to withdraw,
trillion riyals) as of August 2014. That’s equivalent to a full three
since they raise the price of driving for millions of car-owners. ‘A
years of government spending. Saudis could cope with years of
fall in the oil price makes it possible to wean the public off this
low oil prices before being forced to cut back.
support without a painful and conspicuous increase in the cost
‘The kingdom was extremely well prepared for this fall,’ says
of filling up their cars,’ Sterne adds. Indonesia has already seized
Biracree. ‘To some extent they even chose to allow oil prices to
the opportunity and scrapped subsidies. If more nations do so,
go lower by refusing to cut production at the November 2014
argues Sterne, the economic benefits would last for decades,
and June 2015 OPEC meetings. Had it wished to, Saudi Arabia
even if the price of oil eventually rises up beyond US$100 a barrel could almost certainly have kept the price higher.’

»
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Opinions differ on why the world’s largest
▲ Buried treasure
credit default swaps are pricing in 90% risk that
oil state would want cheaper crude. Some have
A geologist studying a
Venezuela will default on its debts over the next
speculated that Saudi is looking to hit strategic
graphical representation
five years.
rivals such as Iran and Russia, for which lower
of oil and gas-bearing rock
‘A day of reckoning is fast approaching for
prices are far more painful. It is also possible that
formations on a series of
Venezuela and a debt default looks likely,’ says
the main motive is to reduce the appeal of more
screens to help decide
Win Thin, an emerging markets analyst at Brown
efficient vehicles, such as hybrids and electric
where – and whether it
Brothers in New York. ‘But most investors gave
cars, and so prolong the dominance of oil. Finally, will be profitable – to drill
up on Venezuela a long time ago, so even a total
Saudi officials may have concluded that OPEC is
to extract the energy from
collapse of the country is not going to disturb
no longer capable of the unity required to make
the ground
emerging markets more generally.’
coordinated production cuts.
A crisis in Russia, another nation with an
‘With so many fiscally overextended members, like Venezuela
unhealthy reliance on oil exports, is a bigger worry for investors.
or Nigeria, you had a situation in which Saudi Arabia had to
The economy is on track to contract by about 2.7% this year,
bear the burden of any output cuts almost alone,’ says Biracree.
according to the World Bank, based on a forecast average Brent
‘The nation’s leaders may have finally decided that cutting their
price of US$58 for 2015 and the continuation of US and EU
output so that Venezuela could enjoy higher revenue was not a
sanctions. Still, here again, international exposure to Russia is
good deal for them.’
considered containable by most analysts.
A handful of other major oil producers are also in a position to
The bottom line is that while cheaper oil will cause acute
tolerate lower prices almost indefinitely without slashing spending. problems for a handful of oil producers who failed to stockpile
Abu Dhabi and Norway have used past oil profits to build up
funds during the good years, the overall impact on the global
two of the largest sovereign wealth funds in the world. Norway’s
economy should be extremely benign.
US$916bn fund is now worth more than twice the nation’s annual
‘So far the rewards of lower oil prices have been relatively
GDP, on track for about US$420bn in 2015, according to the
slow to come through,’ says Zandi. ‘That’s possibly because some
International Monetary Fund. The fund’s investment returns in the
consumers fear that the price reduction won’t last. But it is fairly
first quarter of 2015 were larger than government spending.
clear that this is no mere blip. As it becomes clear that cheap oil
Yet some nations could be pushed over the cliff by the plunge is here, the full economic benefits will become more obvious.’ ■
in oil prices. The most obvious example is Venezuela, which gets
over 95% of its hard currency revenue from oil. After years of
Christopher Fitzgerald and Fernando Florez, journalists
profligate fiscal spending, the country needs to sell oil at US$90
a barrel just to balance the government budget, according to
For more information:
Deutsche Bank. With the current oil price a third below this,
the nation’s foreign currency reserves are dwindling fast and
See Tony Grundy on the oil and gas sector, page 46
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Comment | Ramona Dzinkowski

Swinging the cost cosh

With growth flagging, finance chiefs across North America are looking to intensify their
focus on reducing costs for the rest of the year, finds Ramona Dzinkowski

Ramona Dzinkowski is a
Canadian economist and
editor-in-chief of
the Sustainable
Accounting Review
Twice a year I take the pulse of CFOs
in North America to predict what their
management focus will be for the
following few months. It’s an attempt
to make sure that what I can contribute
to the conversation around best
practice and practical research is both
timely and relevant.
This mid-year review of the data
suggests that North American finance
chiefs will intensify their focus on reducing
costs. The most recent CFO Signals
survey released by Deloitte shows that
revenue growth expectations for the rest
of the year are weaker than the same
time last year – 3.1% compared with
5.4% 12 months ago. It’s the lowest level
of anticipated growth in the five-year
history of the survey. Earnings growth
expectations also fell from 10.6% in Q2 of

2014 to 6.5% in Q2 of 2015 – once again,
an all-time low for this survey.
Canadian CFOs are having a
particularly rough time of it. Across all
financial indicators reported, expectations
reflect the general weakening of the
Canadian economy due to lagging
energy prices. Revenue is expected to fall
by 2.1%, earnings by 3.6%, and capital
spending by 1.6%.
Amid concerns over financial metrics,
all companies continue to struggle to hire
qualified talent, and most expect to have
to raise their human capital spend. Twothirds of North American CFOs expect
to pay higher salaries for highly skilled
staff, with 45% anticipating higher pay for
lower-skilled workers as well.
To help manage these costs, and
reflecting a continuing trend, North

American CFOs are concentrating on
reducing their healthcare spend. Some
80% of the companies covered in the
survey (that is, Canadian, Mexican and US
businesses) say they will continue to shift
the financial responsibility for healthcare
coverage to their employees, with the
figure for US companies hitting 95%.
However, there is also a bit of good
news on the horizon for some costcrunching finance chiefs whose companies
file their annual reports with the US
Securities and Exchange Commission
(SEC). In the US, controversy has
surrounded the cost and ultimate efficacy
of the Dodd-Frank/SEC requirement for
conflict minerals disclosure, and a final
(or potentially final) ruling has come
from the US judicial system around the
scope of disclosure required. It upholds
a previous ruling that some of the
disclosure requirement is unconstitutional
as it violates the US First Amendment
on freedom of speech. The gist of the
recent ruling is that companies will not be
required to report in their disclosures to
the SEC, or perhaps more importantly on
their websites, that their products ‘have
not been found to be DRC conflict free’.
Although affected companies are still
required to file conflict minerals reports,
what might be of most interest to the
CFOs of affected listed companies is that
there is no audit requirement for conflict
minerals disclosure unless the company
declares itself to be conflict minerals free.
The original cost estimates by the SEC
of an independent private sector audit for
conflict minerals are US$25,000 for smaller
companies and US$100,000 for larger
companies. That makes the latest ruling
a small break for some US filers during
some recent tough times. ■
For more information:
Deloitte’s CFO Signals survey is at
bit.ly/CFO-SS
For more on the recent US
legal ruling on conflict minerals
disclosure, see bit.ly/CM-disclosure
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Obama’s homecoming

The US president’s affection for Kenya was clear from his summer visit, and was
reciprocated by a nation that put aside tribal differences to welcome him
The first African American president
of the US made five trips to Africa
over the course of his two terms as
president, visiting all four corners of
the continent in the process. But only
in his final visit in July 2015 did Barack
Obama return to Kenya, where his
father had been born and brought up,
after almost a decade away.
Nine years before, Obama had come
to connect with his fatherland before
making the momentous decision to run
for the Big Job. This time around, he
came for three days to open (and to cohost with the president, Uhuru Kenyatta)
the sixth Global Entrepreneurial Summit
(GES), which was being held in Africa for
the first time. The summit will be covered
in next month’s Accounting and Business.
Kenya was waiting for Obama with
open arms. The roads were peppered
with large welcome signs and, despite
the high security, Kenyans thronged
the streets trying to catch a glimpse of
Kenya’s most famous son everywhere he
went. The newspapers all ran cover stories
with his face on top, gushing about his
achievements, warning about the traffic
congestion expected, and each trying to
scoop the other on details of how long
he would stay, who he would meet and
what he would focus on. It all turned
out to be pure speculation: the visit was
accompanied by impenetrable levels of
secrecy and security.
Not everyone was happy. Some
Nairobi residents simply left town
to avoid all the drama. Just prior to
Obama’s departure from the US, the
broadcaster CNN ran a story calling
Kenya a ‘hotbed of terror’, to the
dismay of Kenyans and the anger of
the government, which subsequently
cancelled an advertising contract with
CNN to promote the country.
President Obama spent three days in
Kenya, holding meetings with Kenyatta,
senior government officials and civil
society representatives. He spoke at
official GES functions, at the University of
Nairobi and to the Kenyan public at the
Kasarani Stadium before he left.

Alnoor Amlani FCCA is an
independent consultant
based in East Africa
He chose his words carefully,
highlighting the need to fight against
terrorism and insecurity, and cautioning
Kenyans against engaging in tribalism
and corruption, while also encouraging
more female and youth involvement in
national concerns.
He spoke on a wide range of issues,
showing his knowledge of Kenya’s
new constitution and issues from
poaching and the ivory trade to a free
press, transparency and accountability,
homosexuality, female genital mutilation,
and the opportunities presented by the
Africa Growth and Opportunity Act and
the Young African Leadership Initiative.
The atmosphere in Nairobi was electric
during his visit. Kenyans set aside their
tribal differences and were on their best
behaviour. It was finally the homecoming

that they were waiting for. Obama
acknowledged his roots – hugging his
sister openly and warmly at the airport
and carrying her off with him in ‘the beast’
(his official armoured car). He reminisced
about his last visit often and used Swahili
words wherever he could – and with no
trace of an American accent.
With Air Force One on the runway
at Jomo Kenyatta Airport, and the skies
around Nairobi filled with US military
aircraft, the might of the most powerful
nation on earth was clearly on show. Yet
it felt like much more than just a wellchoreographed PR exercise.
Obama told Kenyans he would be
back again after his term ends. He asked
African presidents to respect their own
term limits and to refrain from clinging to
power once they are over. ■
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Comment | Alexandra Chin

Making commitments

New ACCA president Alexandra Chin outlines her priorities: inspiring the next
generation of accountants, promoting diversity and looking after the interests of SMEs
It is with great excitement and a
real sense of pride that I accept the
honour of being your president for the
year ahead.
I was immensely proud when I qualified
with ACCA in 1986 – not least because I
was eight months pregnant when I took
my final examinations!
I achieved my qualification through
self-study. Living in Sabah, a beautiful
Malaysian state on the island of
Borneo, I relied on the resources and
the opportunities that ACCA provided
through its commitment to open access,
and I was actually inspired to succeed by
the knowledge that I was able to study
for a globally recognised qualification
while then being hundreds of miles from
learning providers.
We must never underestimate
the importance of that commitment
to opportunity, and equally we must
never forget how many people have
the opportunity to pursue a rewarding
career because of ACCA’s pioneering
can-do attitude.
With that in mind, I wanted to give
something back to ACCA and have served
the organisation for more than 24 years
in a variety of roles, including on the
International Assembly and Council.
My main aim for this my presidential
year is to inspire younger people in the
way that ACCA has inspired me.
As the first Malaysian and only the
fourth female president of ACCA, I also

We must never
forget how many
people can pursue
a rewarding
career because of
ACCA’s pioneering
can-do attitude

want to focus on diversity, particularly in
relation to open access and providing
opportunities for thousands of people
around the world.
Having worked in a practice
since 1986, and having had my own
accountancy firm in Sabah since 2006,
I am also very interested in small and
medium-sized enterprises (SMEs) and the
issues that affect them.
SMEs represent a critical element in
healthy business ecosystems since they
form the backbone of all the world’s
economies, and finance professionals
have a huge role to play in supporting and
advising them.
Looking back, I never thought that
a decision to switch from my chosen
career in marketing to pursue the ACCA
Qualification would give me such a

On film
Watch Alexandra Chin’s
video about her inspiring journey
to the top of the profession at
bit.ly/1MO5ll9

fulfilling career and let me play my part in
ACCA’s history.
I look forward to meeting as many
members and students as possible in
my presidential year, and I am committed
to representing you and ACCA around
the world throughout the coming
12 months. ■
Alexandra Chin runs her own practice in
Sabah, Malaysia
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The view from

Rachel Cowan FCCA, group FD, Quirk Group, Cape Town,
South Africa, and crèche network organiser in a township

I oversaw all our due diligence prior
to Quirk joining WPP. Becoming part
of a global group last year was exciting
and challenging in equal measure.
Joining WPP strengthens our position
for expansion in Africa – access to the
group’s global infrastructure was a big pull
factor for us. Yes, there’s a large untapped
market with low barriers to entry for
marketing communications, but it can
also be incredibly difficult from political,
logistical and banking perspectives, and
each new market or potential client has its
own unique mix of challenges. Since the
move went though, I’ve spent time with
some of WPP’s senior people, working
out how best to utilise their networks,
as well as to identify and capitalise on
opportunities for joint ventures with
colleagues elsewhere in the group.

Being an FD in the
creative sector
isn’t for the
faint-hearted

Being an FD in the creative sector
isn’t for the faint-hearted. Completing
timesheets isn’t the top priority of
people delivering services to demanding
high-profile clients or executing awardwinning creative work. But I like being
around entrepreneurial types, and the
finance team is regarded as integral to the
company’s success. I see my role as highly
commercially focused; my overall objective
is to ensure our profitability while meeting
our strategic corporate goals. I act as
business partner of colleagues heading
up our operating divisions, applying my
financial expertise and enabling them to
make informed decisions and achieve their
own individual objectives.
When hiring, I value people who can
demonstrate human understanding
and empathy. It’s not enough to be
technically competent and commercially
astute, especially in this industry. I’ve a
great team and they share my passion for
seeing the business adapt and evolve;
like me, they enjoy being part of the team
making that happen.
Volunteering as a project manager in
a township was a real eye-opener. I
spent almost a year working for an NGO,
managing the Masiphumelele Trust’s
Seedlings project. It focuses on early
childhood development, giving children
the tools to ultimately make something of
their lives through early intervention and
education. My own work encompassed
planning, organising and collaborating
with stakeholders to develop a network
of crèches, as well as coaching and
mentoring. It was a wonderfully rewarding
experience, one that’s stayed with me to
this day.
Pro bono work, especially at such
close range, stimulates you in ways that
wouldn’t be possible in a purely businessfocused role – it’s something you only
really grasp when you take the plunge
yourself. And it’s surprising how many of
the skills and insights you develop can
be implemented when you return to a
for-profit environment. ■

Snapshot: media and
entertainment
This covers a wide variety of
industries such as marketing
services, film and TV production,
interactive media, music, games,
theatre and many more. All these
different industries are subject to
different pressures.
Marketing services businesses
tend to follow the fortunes of
the general economic cycle,
whereas film, TV and music remain
comparatively recession-proof.
While not heavily regulated, the
sector has interesting tax nuances,
such as the new VAT rules within
the EU for the supply of digital
services that came in this year.
Marketing, digital and media
services agencies were hard hit
by the downturn and struggle to
attract and retain the right talent.
Fees have not recovered to prerecession heights, and they have to
innovate to stay relevant to clients.
Marketing services businesses
generally have a lifecycle of around
seven years before the founders
seek out a sale. They look for
accountants who can take them
through that journey and address
any global aspirations. They also
look for commercial knowledge and
tax planning skills pre or post sale.
In this dynamic sector, while the
technical skills required may not
be overly demanding, the personto-person input and commercial
awareness need to be first-rate.
Esther Carder is head of media and
marketing services at Kingston Smith
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Corporate | Integrated reporting

We need to talk…

Japan has turned to integrated reporting as a way to get companies to communicate
their achievements and failures to shareholders and to disclose information to them
Japanese businesses have broadly
welcomed the introduction of
integrated reporting (IR) in Japan,
although the majority appear to be
waiting for others to take the plunge
before committing to a system
designed to promote better dialogue
between companies and investors.
While only a handful have actually
adopted integrated reporting to date,
there has been a rush to comply with the
new self-regulation requirement in the
corporate governance code that came
into effect in June. The revised code calls
on companies to appoint at least two
independent outside board members with
no vested interests.
The importance of a major overhaul of
the way Japan’s companies communicate
their achievements and failures to
investors was underlined by Shinzo Abe,
the country’s prime minister, at The
Economist’s Japan Summit 2015 in July.

At the summit, Abe played up the
recent economic achievements of his
government: net earnings of companies
listed on the Tokyo stock exchange
surpassed the ¥20 trillion (US$16.6bn)
mark for the first time ever, wages have
been rising, unemployment falling and
fiscal 2014 tax revenues hit a 21-year high
of ¥54 trillion (US$436.2bn).
The prime minister’s ‘Abenomics’
reforms are ‘picking up acceleration’, he
insisted, with efforts to mesh with the
global economy playing a key part.
‘Beginning last month, more than 2,000
publicly traded companies have adopted
the corporate governance code,’ he said.
‘Over the last two years, the number of
companies appointing independent, nonexecutive directors has roughly doubled.
‘And as for the stewardship code,
which we acquired by learning from
the UK, 191 institutional investors have
adopted it as of now.’

Abe believes that Japan must
strengthen its corporate governance
and change the attitudes of Japanese
executives to bring an end to inwardlooking and risk-averse management.
‘A new mindset to be embraced
should encourage the people of Japan
to look beyond their home country
at the far wider world and to set sail
vigorously into the rough waters of
international competition,’ he said. ‘That,
fundamentally, sums up my own belief
that is at the base of my growth strategy.’
At present, South Africa is the only
jurisdiction that requires businesses to
carry out integrated reporting, although
three companies in Japan – Takeda
Pharmaceutical, Showa Denki and EY
Japan – took part in a pilot programme
that started in December 2013. By 2014,
142 Japan-based companies had adopted
IR, including convenience store chain
Lawson and electronics giant Omron.
Others, however, are biding their time.
Andrew Davies, partner in financial
accounting advisory services at EY, says:
‘Firms here have welcomed IR because
it makes sense, while the government is
keen for them to adopt it because it fits in
with the growth strategies of Abenomics.
‘Despite many Japanese companies
embracing the principles of integrated
reporting, universal adoption of this new
reporting framework is still in its infancy. A
lot of companies here have a wait-and-see
mentality. They’re not willing to be the
first because they already have a lot to do
in terms of mandatory reporting – there
has to be a tangible value in integrated
reporting for them.’
Another concern will be the added
cost and time required to produce the
new type of report.
What’s more, according to Davies,
many companies that claim to have
introduced IR have not approached it in
the best way. Corporations that merely
bundle an existing corporate social
responsibility report with their financial
reports are missing the point, he says, as
the value to the investor lies in the two
sets of paperwork being fused, and the
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impact of decisions and actions on both
sides of the equation being apparent.
Tomokazu Sekiguchi, technical
manager of the Accounting Standards
Board of Japan, says: ‘Some entities
are being more proactive in providing
greater disclosure and enhancing their
communications with stakeholders,
because they believe it will enhance their
corporate value.’
Sekiguchi adds that many Japanese
companies do not ‘strongly advocate the
introduction of IR’ because its benefits for
their business remain unproven. He says
that until IR becomes a legal requirement,
the majority of companies will put it on
the back-burner.
However, Mikiharu Noma, associate
professor at the Graduate School for
International Corporate Strategy at
Hitotsubashi University, warns that making
integrated reporting a requirement
may have the opposite effect from
that intended. He says: ‘If Japanese
companies are required to disclose IR by
the Japanese government, they will resist
adopting it. They are already required
to provide quarterly earnings reports
and this will just increase their investor
relations costs.’
Toshifumi Takada, a professor in the
School of Accounting at Tohoku University
and chairman of the Japan Association
of Auditing, is also opposed to making
integrated reporting a requirement. ‘I
and many others think that IR should not
include compulsory disclosure, but that
the system should expand naturally and
without regulations,’ he says. ‘There is
already a sense among the majority of
Japanese CEOs that their companies are
not for the stockholders, but that their
primary focus is to contribute to society,
both in Japan and, now, more globally.’
That attitude is one reason why
Japanese companies are among the
longest-lived in the world, often enduring
for generations. The majority of listed
companies in the West are relative
youngsters. The six oldest businesses in
the world are all Japanese. Osaka-based
Kongo Gumi, which specialises in building
shrines and temples, can trace its history
back to the year 578, for example.
‘Japanese companies were among the
first to have the concept of shared value,’
says Davies. ‘That’s not only the economic
benefit of an entity, but also its positive
impact on society.’
A reflection of that is the commitment
to lifetime employment, which still exists
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Effective dialogue
In April 2015, the study group for promoting dialogue between companies and
investors for sustainable growth, a body set up by METI, published a report with its
key recommendations. They were as follows:
1 Comprehensive and integrated corporate disclosure. Companies should
provide both mandatory disclosures (in accordance with the Financial
Instruments and Exchange Act, the Companies Act and the listing regulations
for the Tokyo Stock Exchange) and voluntary disclosures in an integrated
manner. The ‘module-based integrated disclosure system’ requires
companies, investors and relevant organisations that enforce the mandatory
disclosure system to meet to analyse and verify the details of annual
disclosures. The report also calls for the practical unification of audits and the
consolidation of quarterly disclosures.
2 Enhanced information for evaluating and analysing mid to long-term
corporate value. Businesses need to provide information that gives a
comprehensive understanding of ‘how corporate visions, management
policies, strategies, governance and the like contribute to the achievements,
financial status and sustainable value creation of a company’. The report
recommends considering the disclosure of mid-term management plans and
information on environment, society and governance matters.
3 A move towards dialogue-oriented shareholder meetings. Appropriate
scheduling and information provision will allow shareholders to deliberate
agenda items and engage in dialogue. ‘Electronification’ should be
promoted, and should include the exercise of voting rights. An environment
for meaningful shareholder meetings should be provided – for example,
through facilitating shareholder participation.
4 Attitudes and behaviour of stakeholders. Companies and investors should
develop a common understanding of dialogue and improve perceptions and
competencies on both sides. Management and investors need to be aware of
issues impeding dialogue and clarify the underlying reasons for such issues.

Integrated reporting
Watch our videos with Paul
Druckman, CEO of IIRC, and
John Lelliott, FD, The Crown
Estate, on the importance to
business of an integrated report.
Lelliot is at bit.ly/1SMWRw4,
Druckman is at bit.ly/1DazIlj.

in many Japanese companies despite
the difficulties the country has faced
since the economic bubble burst in the
early 1990s. Equally, loyalty to suppliers,
allegiance to the local community and
an understanding of the need to protect
the natural environment have long been
factored into corporate decision-making
in Japan.
That sort of social responsibility was
always there, Davies believes, it was
just not particularly well communicated
to global, long-term investors. ‘That is
why so many companies are old but still
successful,’ he adds.

The International Integrated Reporting
Council (IIRC) has welcomed efforts by
Japan’s Ministry of Economy, Trade and
Industry (METI) to promote IR as a way
of improving the dialogue between
companies and investors and enhancing
corporate value creation.
METI has won praise for measures
outlined in a ministry panel report calling
for the creation of a ‘dialogue-rich nation’
in which companies comprehensively
disclose information so that investors
are better informed about decisions.
Moves to promote ‘electronification’
(the application of new technology) to
improve communications were likewise
given a welcome.
Paul Druckman, CEO of IIRC, says:
‘I am delighted that METI has come to
the same conclusions as the IIRC – that
integrated reporting can be a means
for enhancing value creation as a result
of a better understanding by both the
company and investors of the information
that is material to the company.’ ■
Julian Ryall, journalist
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The view from

Anthony Ashiotis FCCA, managing partner, Anthony
Ashiotis & Co, Cyprus, and spurner of complacency
all-round advantages. As an island we
take nothing for granted and always seek
ways to improve and remain ahead.

Cyprus is an international business
centre, not a tax haven. The advantages
for foreign businesses go much further
than those associated with tax. It’s the
way we work that attracts foreign capital,
as well as the speed and efficiency with
which overseas clients can set up business
while complying with robust regulations.
Gone are the days of ‘brass plate’
companies. Corporates and entrepreneurs
alike must demonstrate substance, and
many are going as far as setting up fully
operational offices here.
Global changes around transparency,
beneficial ownership and treaty shopping
mean that no serious jurisdiction can
afford to be complacent. Countries like
Malta and Luxembourg may appear to
be hot on our heels but we still have the
EU’s lowest corporate tax rate and offer

You can’t afford to
follow the crowd
or turn up late:
you have to be out
in front

Confidence has returned to the island,
despite the situation in Greece. We’ve
been on a remarkable journey of reform
and recovery after our own financial haircut
in 2013. Today, banks are fully recapitalised
and the economy is improving, while
the country’s early return to international
markets reflects restored trust among
investors. Many funds that had made their
way to Greece have returned to Cyprus;
today, we’re considered a much safer
place for investment, and it’s in everyone’s
interest that the Greek economy improves
as fast as possible after the recent
eurozone summit agreement.
When you run your own firm, you can’t
afford to follow the crowd or turn
up late: you have to be out in front.
That means staying one step ahead on
everything from talent attraction and
people development to technology
and regulation, embracing change
and investing resources while staying
focused on business development and
all commercial considerations. There’s no
such thing as an easy ride!
My firm will be celebrating 25 years in
business in December. When I started
out, running the show from my bedroom,
with my mum working part-time (and
getting very excited every time the phone
rang), my aim was to build a successful
firm without necessarily becoming one
of the largest. Eleven years on, the
soon-to-be-president of Cyprus officially
inaugurated our wholly owned five-floor
office in the heart of Nicosia.
I’m proud of our achievements. In
recent years, we’ve been honoured twice
with an export award, and gained Quality
Checked certificates from ACCA and
ICPAC (the Cypriot national accountancy
body). I’m particularly proud of our
Platinum status as an ACCA Approved
Employer for the high level of training and
development we provide. ■

Snapshot: forensic
accounting
Forensic accounting covers a wide
variety of work, including financial
investigations and expert reports
for criminal and civil disputes and
court cases.
Fraud and financial crime is a
global problem and a growing one.
Similarly, expert accountants are
increasingly needed to assist in
local and crossborder financial, tax
and commercial disputes.
Our work typically includes
valuing businesses for divorces and
shareholder disputes, investigating
a suspected employee or officer
fraud, preparing a loss calculation in
a personal injury claim or preparing
an expert report on a negligence
claim against an audit firm.
One negative aspect of forensic
work is that it can be stressful giving
evidence under cross-examination.
Work also comes with tight
timetables requiring long hours.
Unlike audit or tax compliance, the
workload can be unpredictable.
Forensic accounting is an area
that is set to grow and offers
exciting opportunities to those
accountants with the right skillset.
As well as strong technical
ability, forensic accountants need an
objective and independent mindset,
investigative skills, excellent
written and verbal communication,
confidence and robustness.
Forensic accounting is certainly
not for all auditors or accountants.
Fiona Hotston Moore, partner and
head of forensic accounting, Ensors
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Coping with change

Greece’s accountants are juggling reforms as the country struggles towards financial
stability, but the implementation of tax evasion measures shows a positive side to the crisis
The latest twist in the ongoing political
and economic crisis in Greece has seen
the country impose capital controls
before eventually agreeing to a new
set of reforms and austerity measures
in return for a new controversial
multibillion euro loan. The deal was to
be implemented by a new government
that will emerge from the snap
elections called for late September.
The economic crisis and uncertainty
over the regulatory framework have had a
significant impact on Greek accountants.
Most have seen compulsory leave, salary
cuts, layoffs and closures.
Panayiotis Pantelis, tax adviser and
president of the Athens-based European
Centre of Economic and Tax Analysis,
says: ‘The imposition of capital controls
and of a limit on cash withdrawals

has resulted in accountants not being
able to pay or be paid. It is a broader
problem that no one can escape. If this
dire situation continues, a sector that
provides the Ministry of Finance with
considerable income will be unable to
fulfil its obligations towards the state and
its clients.’

In it together
‘We are an integral part of Greek society
and share the same uncertainty that
grips our fellow citizens in the face of
such unprecedented phenomena,’ says
Harilaos Alamanos, president of Greece’s
Institute of Certified Public Accountants
(SOEL). ‘But we believe we will find a way
forward, as this crisis is not an exclusively
Greek affair; it is also a European and
international question.’

Steve Heathcote, ACCA executive
director – markets, says: ‘It’s a difficult
time for Greece – we have many members
and students operating in and outside
the country. Greece will need their skills,
knowledge and experience more than
ever to drive new growth, and we will
support them through our global network.’
Tax experts and accountants
Constantine Gravias and Constantine
Kouloyiannis are members of a committee
for Greek tax and accountancy portal
taxheaven.gr. They believe that Greece’s
constantly changing regulatory framework
does not help accountants and tax
advisers offer clients the best possible
services. ‘Accountants face huge
problems in their daily work, especially
following the implementation of a new tax
code since 1 January last year,’ they say in
a joint statement.
They also note that three important
laws passed in 2013 and 2014 have
reformed the tax code, the tax processes
code and the Greek Accountancy
Standards applied by companies that
are not forced to use International
Financial Reporting Standards (IFRS).
These laws constitute more than 80%
of the regulatory framework affecting
accountants and tax advisers in Greece.
Another change making life tougher
for accountants is the introduction of
three different VAT tiers. ‘Our work is
certainly becoming more complex as we
try to look into the various related laws to

‘It’s not as if
suddenly four
million taxpayers
in Greece, most of
them employees
and pensioners,
decided to be
tax evaders’
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find out which items stay at the 13% rate,’
says Pantelis. ‘The 6% and the 23% rates
are clearer. To add to the complications,
the new rates were introduced in mid-July,
making the VAT calculation difficult.’ The
Tax Advisors Association is organising
seminars and campaigns to update
accountants and minimise the risk of
incurring penalties for businesses, he says.
Gravias and Kouloyiannis point out
that while the new bailout deal between
Greece and its international creditors
does not involve as many changes to
the tax and VAT system as these recent
reforms, it will nonetheless involve some.
The loan deal includes measures such
as raising from €5m to €8m the minimum
gross income for compulsory audits of
company accounts. This could cut by
40% the number of companies that will
have to have their accounts audited.
While the newly exempt companies can
still choose to be audited, Gravias and
Kouloyiannis say the ‘measure will relieve
the administrative cost for businesses by
€2,000 to €5,000 per year’, but warn that
this ‘will lead to a further shrinking of the
auditing sector’.
It is not all doom and gloom, though.
Alamanos says if the latest bailout deal is
implemented properly, it may have very
positive results for business and finance,
not only in Greece but in Europe too.
He explains: ‘The expectation of longterm security and stability as regards
the rules of operation of the state is the
psychological springboard of growth and
creativity in all fields. We should not forget
that the economic crisis and generalised
insecurity have been driving Greece’s
highly educated scientific and technical
personnel to seek their fortunes abroad.’

Economic transformation
He adds: ‘This negative climate can only
be changed by a radically positive shift
that the agreement would represent,
and the implementation of a package of
structural reforms capable of transforming
the economic landscape.’
Gravias and Kouloyiannis also see
positive measures in the new deal, such
as those relating to tax compliance and
the promotion of electronic transactions
(measures expected to be implemented
by March 2016). ‘The measures fighting
tax evasion are positive. But they should
fight all large-scale tax evasion and
avoidance of all big companies, and
not focus on checking in detail small
businesses and the self-employed who
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◄ Under pressure

▲ Sign of the times

have suffered the brunt of the financial
crisis in the last few years,’ they say.
Pantelis agrees: ‘It’s not as if suddenly
four million taxpayers in Greece, most
of them employees and pensioners,
decided to be tax evaders. They are not
tax evaders, but people who are unable to
pay taxes because of the cuts in salaries
and pensions. They should be helped. But
large-scale tax evasion should be dealt
with. This demands the political will of the
government and the Ministry of Finance.’
Yet even tax evasion crackdowns need
to be handled sensitively, says Pantelis.
He gives the example of raising the VAT
rate for foreign language private schools
from 0% to 23%. ‘As this was introduced
in mid-August when these businesses
are closed, they were faced with the risk
of administrative penalties for not being
able to register in time for the VAT,’ he
points out.
A potential boon arising from the
agreement, Gravias and Kouloyiannis say,
are plans to create a database to monitor
results posted by Greek parent companies

and subsidiaries to optimise risk analysis
in intra-European transactions. This,
they say, is a move ‘in the right direction
towards reducing further the prices of
many items that are much more expensive
in Greece compared to other countries’.
While the future remains uncertain
with political developments still ongoing,
Alamanos is optimistic. He says: ‘As
you know, things have been occurring
at a dizzying pace since the beginning
of the year: elections, the referendum,
and the passage of the third adjustment
programme by an overwhelming
parliamentary majority for the first time
in Greek history. At the same time, there
emerged a strong impression, both
abroad and in Greece itself, that we were
approaching bankruptcy.
‘This mood has already started
changing and there is every reason to
expect positive developments to occur,
both as regards our profession as well as
the economy at large.’ ■

Greek prime minister Alexis Tsipras’s
resignation followed a third EU bailout

Protesters rail against the government
and austerity measures in Greece

Michael Kosmides, journalist
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Behind the hedge

Hedging foreign currency may appear bafflingly complex, but it comes back to assessing
and offsetting risk, as this second of three articles in association with World First explains

W

hen Russia invaded the Crimea, triggering
international action against the country, it caused
a headache for a UK tour company specialising in
eastern Europe. Before Russia’s military action, the country
had proved a popular destination for British tourists. But
the beginning of Russian intervention in Ukraine and the
international response and subsequent sanctions saw the
rouble collapse to its lowest level on record against the
pound. Bookings dropped like a stone as tourists stayed
away in their droves.
The company had taken a sound commercial decision,
buying forward at a time when it looked as though the rouble
could strengthen on the back of Russia’s huge oil and gas
reserves. The plan was to protect hotel and other costs, and for
a while that strategy worked well. But the sudden plunge – and
drop in its demand – was a sharp reminder that even sensible
business decisions about foreign currency can be derailed by
unexpected events.
A finance director or corporate treasurer has a wider than ever
selection of hedging options for foreign currency. They range
from the simplest forward contract –
agreeing to buy a foreign currency in
advance at an agreed rate – to hedging
options that will allow more flexibility
on their currency purchases. For
newcomers hedging can be daunting
but, essentially, foreign exchange
hedging comes back to the business
basic of assessing risk and then
choosing the best way to lay it off.
That is certainly the view of
Robina Akhtar, the finance director at
Labcraft, an SME that is a specialist
in environment-friendly LED lighting
products. The big FX issue on Akhtar’s
mind is how to handle the mountain
of euros the company is building as a
result of selling its products in Europe.

Labcraft pays for a lot of the components it uses in its products
in US dollars; it sells mostly in pounds and euros. So Akhtar’s
solution is to use some of the euro mountain to buy US dollars.
She explains: ‘We take orders four or five months in advance, so I
generally know what I’m going to have to pay in US dollars.
‘Our business is growing, but currently I’ll be looking to use
euros to buy around US$80,000 to US$100,000 in a month.’ She
does this on a variety of three to six-month forward contracts,
using her judgment on how she thinks the two currencies will
move in the months ahead.

Objective in sight
The important point is that Akhtar is very clear what her business
objective is with currency hedging. ‘We’re not gambling here
– we’re trying to manage the risk. We’re not trying to make
money from currency trading. What we’re trying to do is remain
competitive in the European market.’
After all, Labcraft is up against continental rivals that buy
components and sell finished product in euros, so they have no
need to build in a margin for currency risk.
Akhtar’s approach would be likely
to win a thumbs-up from Sam AgyeiAmpomah, a reader in finance at
Cranfield School of Management, and
a specialist in FX. He says a company
looking to hedge FX risk should keep
it simple and make sure that any
product is right for the business goals
and desires. ‘A lot of the products on
the market are highly complex,’ he
says. ‘If you don’t really understand the
dynamics of a structured product, you
might not reap the benefit.’
It is easy to be seduced by the
complexity of a product, but that is not
the main point, says Agyei-Ampomah.
‘If you are managing your risk,
you have to look at where that risk is

At the end of the
day, the best FX
strategy matches
risk appetite to
the needs of the
company
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coming from and how far you’re exposed to it.
▲ Risk of upheaval
currency moves. The cost or benefit in hedging
You also have to recognise that hedging products People hold Russian
relates to the forward points – the differential in
involve some costs. The benefit of hedging must
flags in Lenin Square
interest rates between the two currencies being
outweigh the costs of doing it – and that needs
after the Crimean status
hedged. So, for example, hedging sales of some
to be explored.’
referendum in Simferopol,
South American currencies, such as the Brazilian
But Greg Smith, head of corporate dealing
Crimea, caused unrest
real, is likely to cost more than lower-yielding
at World First, points out that it is also easy
in 2014: unexpected
currencies such as the US dollar or euro. On the
to overlook FX risk. He cites the case of a
events far from home
flipside, hedging purchases of reals will give a
£10m-turnover company that has FX exposure in
can spell doom for a
better rate than hedging now.
only 5% of its business. It would be tempting to
foreign currency hedge
There is, argues Smith, no lower threshold
imagine that the company faces little FX risk. But
to make FX trading a useful business tool. ‘But
that may not be the case if it operates on low margins and the
the size of the business determines how much time you spend
FX business involves currencies that are volatile. An adverse 10%
hedging and what products you select.’
currency movement on just that 5% of the business subject to FX
He cites the example of a company buying machinery from
risk could wipe £50,000 off the bottom line.
Germany. If it knows the machinery is going to be delivered in six
months’ time, it can buy euros on a forward contract with fixed
Keep it proportionate
dates. But it could also choose to have flexibility in this forward
There are two key issues to bear in mind, says Smith. One is
deal, so that it can buy the currency at the same rate if the
how volatile the currency is likely to be – the rouble and India’s
machinery is delivered early. In some cases, a company may need
rupee are two that have swung unpredictably in the past couple
to decide between buying forward or waiting until the foreign
of years. The second is how much it will cost to hedge against
currency needs to be paid and then buying at spot.

»
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◄ Wobbly exercise

A woman rides a bicycle
past graffiti mocking the
Brazilian real: hedging
against a volatile currency
is likely to cost more than
against a stable one

Know the lingo
Currency pair
Two currencies, such as sterling/euro – here, sterling is the
‘base currency’ and euro the ‘counter’ or ‘quoted’ currency.
For example, if a company knows it has to pay in Australian
dollars in six months’ time, it stands to gain by buying forward
now relative to buying at spot, courtesy of the interest rate
differentials. On the other hand, a company selling in Australian
dollars will have a cost to hedging given the interest rate
differential, although that wouldn’t make it an inappropriate
hedge – the Australian dollar has lost 14% against the pound in
the past year. A 2% cost is cheap in comparison.
At the end of the day, the best FX strategy matches risk
appetite to the needs of the company, says Agyei-Ampomah. ‘If
the exposure is immaterial to the bottom line, then managing
becomes a problem,’ he says.
Back at Labcraft, Akhtar’s euro mountain is growing larger by
the month. Now she’s exploring ways of using it to buy pounds,
but, with the euro weakening against the pound, that looks
problematical. She’s looking at strategies so as to continually
protect the business, and taking her time to weigh up what mix
of products suits her business’s needs the best.
But she does have a piece of good advice for SMEs getting
into FX hedging for the first time. ‘Make sure you find a dealer
that asks the right questions about what you want to risk,’ she
says. ‘The rates and ease of transaction need to be right – and
the dealer needs to be reliable.’ ■

Derivative
A financial instrument dependent for its value on an
underlying security. A forward contract (see below) is a
derivative because it relies on the values of its underlying
currencies.

Forward contract
A contract to buy or sell foreign currency in advance.
Involves an adjustment to the spot rate for the forward
points, depending on the interest differentials; the forward
points generally increase with the length of the contract.

Hedging
The process of finding ways to reduce the risk – or exposure
– incurred by buying and selling foreign currencies.

Option
A contract giving the right – but not the obligation – to
buy or sell a defined amount of a foreign currency at a
future date and generally at a fixed price. Some options
will provide more flexibility about dates and prices.

Spot
Current market price between a currency pair (see above).

Peter Bartram, journalist
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Chasing equality

A recent survey of female representation at senior levels of business around the world
makes clear we are still a long way from gender equality in the workplace

Gender imbalance in the MBA pipeline

Political clout

As part of their assessment process for admission to master’s programmes,
most global business schools rely on the graduate management admission
test (GMAT) from GMAC (the Graduate Management Admission Council).
GMAC has collated data from a number of sources including the UN and
the CIA as well as GMAT uptake figures to survey more than 30 countries
about how women are represented in business.

Sweden had the
highest proportion
of members of
government who
are women. In
every country,
men were in the
majority.

More women than men study GMAT in only five countries
China

Vietnam

Thailand

Finland

Russia

Sweden 43.6%
South Africa 41.9%

37,631
vs
20,152

863
vs
592

1,050
vs
766

181
vs
157

1,033
vs
919

For more information:

Finland 41.5%
Spain 41.1%
Belgium 39.3%

GMAC’s interactive graphic is at womeninbusiness.mba.com

Literacy’s ladder to power
High literacy rates are associated with positions of power, and female literacy
rates are higher than male rates (by no more than 1%) in just four of the 30
countries surveyed. India had the greatest difference in literacy rates by
gender – indeed, the survey found it to be the worst place to be a woman
among G20 countries (because of child marriage, infanticide and slavery).
Countries with biggest differences in literacy rates:
India 20.7%
Egypt 16.8%
Turkey 6.6%
Peru 5.6%
Lebanon 4.2%
Those with higher
female than male
literacy rates:
Philippines 1%
Brazil 0.7%
Thailand 0.1%
Argentina 0.1%

Business bosses
Despite a low ranking in GMAC’s gender
gap index, Russia had the
greatest proportion of
female senior managers.
The median figure was
24.2%, in Great Britain it
was 22%, in China 25%
and in Malaysia 22%.
Russia 40%
Philippines 37%
France 33%
Vietnam 33%
Sweden 28%
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Taking stock

Ten years after IFRS became mandatory across the European Union, the IASB has much
to celebrate – but concerns about it persist. We talk to chairman Hans Hoogervorst

T

his year marks 10 years since International Financial
standards. If they are private, is the suspicion, do they listen too
Reporting Standards (IFRS) became the common
much to private interests?’
accounting language for consolidated accounts
He argues that the need to set up an international standardof European Union-listed companies. The European
setting body relatively quickly meant that there was no other
Commission’s announcement that it would mandate the use
realistic option than its current structure. ‘The alternative was a
of IFRS took many by surprise, but few would argue that the
treaty organisation along the lines of the IMF, but that would have
International Accounting Standards Board (IASB) hasn’t faced
taken years to set up,’ he says. ‘Whether we are a public or private
up well to the task.
organisation matters little; what is most important is that we make
‘Overall, it’s been an amazing 10 years,’ says IASB chairman
our decisions independent of any commercial interests.’
Hans Hoogervorst. ‘If you had asked us a decade ago where
For a career public servant like Hoogervorst (before
we would be today, we would definitely have been pleased
becoming IASB chairman in 2011 he held several senior positions
with this.’ A total of 116 countries have now adopted IFRS for
in the Dutch government, including minister of finance and
all or most publicly listed companies, and while some stubborn
minister of health, welfare and sport), it is not difficult to see
barriers remain (predominantly the US, more of which later),
why any hint of bias must rankle. This year he was the driving
steady and encouraging progress is being made in most of the
force behind a new mission statement for the organisation –
remaining large non-IFRS markets, such as Japan.
‘to develop IFRS that bring transparency, accountability and
It has not always been a smooth ride, but the IASB has a solid
efficiency to financial markets around the world’ – which sums up
history of adapting and evolving to the needs of its many and
its contribution to the public interest as ‘fostering trust, growth
varied constituents. The IASB and IFRS Foundation, the legal
and long-term financial stability in the global economy’.
entity under which it operates, have evolved since their formation
Persistent myths
in 2001, each time in response to stakeholders’ views. The
But still persistent myths about the IASB remain: that its longtrustees of the foundation hold five-yearly public consultations
term agenda is to move to fair value measurement; that it is
on its structure and effectiveness, as required by its constitution,
beholden to the firms and private companies that contribute to
the latest of which was launched in July. Previous constitutional
its funding; that it is self-regulating; and that it concentrates too
reviews have resulted in the introduction of specific geographical
much on the information needs of short-term investors, to name
quotas for the board’s membership and the appointment of a
just a few. So, Hoogervorst and
Monitoring Board.
Michel Prada, chairman of the
Hoogervorst argues strongly
IFRS adoption
IFRS Foundation Trustees, have
that the IASB is one of the most
taken the decision to tackle the
open and transparent bodies
issue head-on by publishing a
in the world, but throughout its
jurisdictions require IFRS for all or most domestic
document, Working in the Public
life it has had to contend with
listed companies and financial institutions
Interest, which directly addresses
persistent suggestions that it
all of these points and more.
lacks independence. The root
‘It’s been at the back of my
of the issue is the fact that the
jurisdictions, including India, Switzerland and Japan,
mind [to write this document] for
IFRS Foundation is a private
permit rather than require IFRS
a long time,’ says Hoogervorst.
sector, not-for-profit organisation
‘It irks me that so many people
– an unusual structure and one
think we are an Anglo-Saxon
that many people have trouble
jurisdictions (Saudi Arabia and Uzbekistan) require IFRS
commercial organisation working
getting their heads around.
for financial institutions, but not for listed companies
for commercial parties. We are
‘I wouldn’t say that we are
about keeping capitalism honest
misunderstood by everyone,’
– creating rigour and discipline
says Hoogervorst, ‘but some
jurisdictions, including China and the US, use national
so people can invest safely.’
do question why a private
or regional standards
He is equally irritated by
organisation is responsible for
the assumption that IFRS only
a public issue like accounting

116
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2
8
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On board
See more from Hans
Hoogervorst on IASB progress
at bit.ly/1i19XuS

exist for a small group of professional investors and creditors.
‘Most investors are not hedge-fund billionaires, but very normal
people – the members of mutual funds and pension plans,’
he says. ‘Many people are hugely dependent on working
capital markets.’ The document itself goes further, arguing that
because economic growth and long-term financial stability are of
immense importance to the public at large, even those who do
not invest in capital markets are stakeholders in the IASB’s work.
The paper methodically addresses each of the
misconceptions that have developed around the IASB. On the
widespread belief that the IASB has a strong preference for
market-based fair value accounting, it says: ‘The fact is that
for most companies, especially in the non-financial sectors,
historical cost accounting is still dominant. IFRS prescribes fair
value accounting judiciously, usually for activities that take place
in active markets and for instruments, such as derivatives, that
are highly sensitive to market conditions. For these instruments,
historical cost does not provide meaningful information.’
It is thought that the belief that the IASB has a fair value
agenda has its origins in a discussion paper issued by the board
in pre-crisis 2008, Reducing Complexity in Reporting Financial
Instruments. This argued that a ‘long-term solution’ to address
measurement-related problems around financial instruments
was to measure them all in the same way, adding that ‘fair value
seems to be the only measure that is appropriate for all types

of financial instruments’. But the Financial Crisis Advisory Group
– which was set up in 2009 at the request of the IASB and the
US Financial Accounting Standards Board to discuss financial
reporting issues arising from the crisis and which was co-chaired
by Hoogervorst – recommended a mixed measurement model.
‘People have long memories,’ he says. ‘One or two board
members still think full fair value measurement should happen,
but the majority are happy with a mixed model.’

Short-term concern
On the criticism that the IASB is too honed to the needs of
short-term investors, the paper says: ‘We share the concern
that many actors in the financial markets are driven by shortterm incentives. That is the very reason why the IASB aims to
set standards that make it difficult to manipulate earnings and
that bring hidden liabilities to light. We believe, however, that in
practice it is difficult to distinguish between long-term and shortterm investors, and we also believe that their information needs
may not be very different.’
‘I don’t know of any long-term investor who doesn’t want to
know of short-term events,’ says Hoogervorst. ‘You never know if
a short-term event is actually the beginning of a long-term trend
– and low interest rates in the UK are just such an example. The
argument of long-term investors is used by people who don’t
want to show the effect of short-term market information.’
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The quality of IFRS is not under debate. The European
Commission’s recent evaluation of IFRS regulation concluded
that the standards have ‘increased the transparency of financial
statements through improved accounting quality and disclosure
and greater value-relevance of reporting’. It also found
‘evidence of improved capital market outcomes, higher liquidity,
lower cost of capital, increased cross-border transactions,
improved investor protection and maintenance of investor
confidence’. Criticisms were generally confined to the complexity
of the standards and challenges related to ensuring that all
jurisdictions contribute on an appropriate basis to the long-term
financing of the IFRS Foundation.

Sustainable funding

Which brings us to the pressure that the board comes under
whenever it discusses accounting that is deemed sensitive by
particular sectors. While it has a rigorous consultation process –
and puts considerable effort into its outreach activities – there is a
careful balance to be found between listening to constituents and
disregarding self-serving views. ‘We have to remain independent,’
Hoogevorst says. ‘We know that for a lot of preparers the priority
is to avoid volatility in their accounts, even when that volatility
is a true reflection of the economics of the situation. We are
under pressure from interested constituents and sectors on many
standards, and it can get quite intense. You can’t be deaf to what
they say, and we know that we can’t hit on an ideal standard in one
go. The measure is always: are we making tangible progress?
‘We know our standards are particularly important to
investors, but we also have to listen to preparers, regulators and
many others as well. I feel the standards have huge value for
the preparer community. That can be seen in Japan; no one is
forcing Japanese companies to adopt IFRS and yet they still do.’
With such a lot at stake, transparency is the key. Hoogervorst
says that the board’s ‘outstanding’ due process is the most
transparent of any private organisation. All board papers are
public, and every meeting is broadcast and archived. Ultimately,
says Hoogervorst, the IASB knows that if it falls short on
consultation, the risk increases that its standards will not be
endorsed in some jurisdictions. The fact that IFRS in almost every
jurisdiction have been endorsed without modification is partly
due to the responsiveness of the IASB to its constituents. ‘People
know they are being listened to.’

The current foundation budget is set by its trustees at between
£26m and £27m a year. Over half of its 2014 income came from
publicly sponsored contributions, a quarter from other sources
including the large auditing firms. The contribution from firms
remains controversial – Hoogervorst and Prada argue in their
paper that their contributions ‘seem intrinsically reasonable
and do not create material conflicts of interest to the IASB’,
but acknowledge that the foundation needs to do a better job
explaining the safeguards that are in place.
Funding discussions will most likely rumble on for some
time to come. The trustees have said that the spread of IFRS
suggests that its budget would need to increase to around £45m
over time, although they concede that that is not achievable
in the near future. The current effectiveness review asks for
comments on the functioning of the foundation’s funding model
– the European Commission’s report argued for compulsory
contributions, proportionate to GDP, from countries that were
members of the governing and monitoring bodies of the
foundation and the IASB.
The US remains a sticking point on IFRS adoption, but also
on funding. ‘The biggest challenge [on adoption] is the US,
which is at a standstill,’ says Hoogervorst. ‘Nevertheless, IFRS is
very important for the US. We will just have to be patient.’ He
smiles. ‘Very patient.’
In the meantime, the board’s work continues and its
future agenda has just been released for consultation. ‘We
have unfinished business, such as the Conceptual Framework
and insurance,’ says Hoogervorst. The board is also tackling
disclosures, but is constantly aware that its work means
more work for constituents. ’We feel a general responsibility
not to overdo change; not to overburden preparers with
a continuous stream of work,’ he says. ‘But many of the
standards are old and in need of improvement, and they are
all necessary improvements.’ ■
Liz Fisher, journalist
For more information:
Find IASB’s Working in the Public Interest
on the board’s website www.ifrs.org
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Steering a safe passage

With problems over culture, strategy, data and technology, is it any wonder that CFOs are
cynical about how organisations tackle the planning, budgeting and forecasting process?

P

lanning, budgeting
and forecasting (PBF)
is an underutilised and
ineffective process in many
organisations. Although
the finance department
should shoulder some of the
blame, the cultural attitude
of the wider organisation
needs to change, as does
organisations’ use of
technology and data.
Markets move more quickly
than ever before and are more
complex; there is also greater
competition. These pressures
make the need to forecast all
the more acute. ‘Companies
need a much better steer
on how external factors are
impacting their business
and how the decisions
companies take are impacting
performance’, says Jamie Lyon,
ACCA’s head of corporate
sector. If companies could
obtain that better steer and
translate it into an effective
PBF process, they could gain a distinct competitive advantage.
But few organisations seem to recognise this. Although CFOs
may accept that PBF is an increasing priority, an ACCA/KPMG
study reports a high degree of cynicism around PBF procedures.
Almost one in two (46%) of those surveyed said their annual
budgets were politically agreed numbers, generated from the
top of the business and not linked to operational reality. Over
62% said budgets simply reflected a point in time and quickly
ceased to be relevant as the financial year went on.
But that is not how it should be. ‘Within the enterprise, PBF
is central,’ stresses Lyon. ‘The starting point is having the right
enterprise culture. Tone at the top and visible support is critical
in integrating and effectively delivering these activities into the
business. It has to be a real partnership approach between finance
and the wider organisation in ensuring that strategic alignment.’
It is that word ‘strategic’ that is crucial. John O’Mahony, head
of KPMG’s Enterprise Performance Management team, notes

that every organisation –
whether in the public or private
sector – has objectives. ‘PBF is
about turning those objectives
into a strategic plan which,
in turn, forms the basis of
targets,’ he says. ‘These can be
used to create in-year budgets
so that operationally you
deliver the strategy that fulfils
the objectives.’
O’Mahony says no one
would get in a car in London
and want to get to Edinburgh
but have no idea how to get
there. ‘If organisations just
meander it is ineffective and
inefficient.’ This meandering
is often caused by that lack of
partnership between finance
and the rest of the business.
‘Forecasting in most
organisations tends to be weak
because it is done by finance
on its own without suitable
input from operations,’ says
O’Mahony. If it is financeowned and not properly
integrated into the wider planning cycle of the business, it is
going to fail. The quest is for an integrated model that takes
operation’s predictions and monetises them as part of informing
a financial forecast. But first of all organisations have got to take
the process seriously. ‘A lot of organisations see budgeting as an
exercise that must be done’, says O’Mahony. ‘So the approach
is “What can I get away with?” These problems are cultural,
organisational and technical.’

Short-term targets
The ‘what-can-I-get-away-with?’ attitude has wide consequences,
especially for the corporate culture surrounding target-setting.
The study found that planning and budgeting was often focused
around short-term targets and not linked to achieving the
strategy over a three- to five-year period. Linking employee
incentives to the short rather than the long term, says Lyon,
creates the problem of lowballing. ‘Perversely, managers in

»

10/2015 Accounting and Business

GL_I_Budgeting.indd 39

06/05/2015 09:20

40

Insight | Budgeting

business divisions may be able to get away with setting shortterm targets that are easily achievable. Do they understand
the build-up of revenue and costs and what is possible for the
business to achieve?’ This leads to a further question of whether
finance has the skills and the capability it needs to challenge
during the PBF process. A poor process enterprise-wide leads to
sub-optimal decision-making and a strategy that is not aligned to
the reality of the delivery.
The study found that organisations are struggling to
use data analytics effectively. Over 30% of the financial
professionals surveyed said that the quality of the data was the
biggest impediment to using data analytics in their planning
processes; 17% said that management ignored the data and
simply pursued the same decision regardless. Quantity of data
is also cited as an issue.
‘Companies need the right data and it needs to be visible,’
says Lyon. ‘Unless you have the propensity to take in all the
different data flows – internal and external – you struggle to
understand where your business is heading. Data has to be
robust, accurate, timely and visible.’
Ian Preston, vice president sales, UK & Ireland, at software-as-aservice business analytics provider Adaptive Insights, understands
the shortcomings. ‘A universal data source of consistent data for
strategic plans, budgets, forecasts, scenarios and actuals is a goal
that few companies achieve,’ he says. ‘The common mistake is a
big-data approach, drowning in detail. A more focused view of
what is necessary to support decisions works best.’
When all else fails, corporates tend to turn to technology
to provide a solution, but O’Mahony warns against trying that
approach to sort out PBF issues. He says: ‘Technology is an
enabler but it is not a silver bullet. There is no system out there
that you implement and it immediately gives you the answer.’
Instead, says O’Mahony, companies need to define the strategic
planning model, which will in turn define the budget model.
Processes, structures and reward mechanisms need to be in
place. Then, when a company has the building blocks, it can start
creating a technology specification to make a system investment.

Erosion of trust
Inaccurate data and technology are intrinsically linked, eroding
C-suite trust and, the survey suggests, encouraging them to base
operational decisions on instinct rather than insight. And the
distrust is leading to underinvestment in finance technology. Of
those surveyed, 41% said that they haven’t invested in a planning
tool other than Excel; and, of those who had, 28% said it hadn’t
delivered the benefits expected, setting them back yet further.
‘Organisations need a company-wide holistic technology
solution,’ says Lyon. ‘If it is not joined up, inevitably there are
lots of reconciliations between systems and that is an ongoing
challenge for finance.’

But if a company spends well and on the right technology,
it could expect to reap benefits such as real-time reporting and
continuous improvement. Lyon says that CFOs should be asking
themselves how quickly they can produce their forecasts and
how quickly can they change their plans.
Preston thinks that there may be a workable solution to
quieten the doubters: ‘Cloud-based planning and budgeting
technology allows finance to provide consistent finance and
business data throughout the business in a much more timely
and collaborative manner,’ he says. ‘The web is a force for good
in better joining up globally remote business units.’

The good news
A chink of light amidst the general gloom that hangs around PBF
can be found, according to O’Mahony, in a couple of places. He
says that the FMCG (fast-moving consumer goods) sector, led
by multinationals such as Procter & Gamble and Nestlé, have
successfully embraced a PBF strategy. ‘This has given them
insights to make better decisions based on facts, which in turn
have led them to be dominant on a global basis,’ he says.
O’Mahony also commends e-commerce corporates
such as Amazon. ‘While they did not have to wrestle with
legacy baggage, they took advantage of the clean sheet of
paper and adopted leading-edge PBF models from the start.
It is part of their DNA and it has equipped them to perform
more efficiently and run their operations in a way that optimises
the business model.’
To other CFOs who may not be in that happy place,
O’Mahony makes the following suggestion: ‘CFOs should step
back to see where their organisation is in terms of their ability
to forecast quickly, gain insight and look forward to see how
the business is likely to perform,’ he says. ‘If not, they will be
failing to exploit opportunities.’ Companies are all about driving
shareholder value, and a robust strategic planning process helps
– year by year – to maximise the efficiency and effectiveness of
the organisation. ‘By performing a strategic planning process,
companies are attempting to reward the shareholders so that
they are willing to continue their investment.’ ■
Peter Williams, accountant and journalist
For more information:
Download Planning, Budgeting and Forecasting: An Eye
on the Future at www.accaglobal.com/ab/245]
See ‘How to create a business budget’ at bit.ly/bus-budget
See www.accaglobal.com/ab/webinars for future webinars
on budgeting
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All or nothing

ACCA’s Chas Roy-Chowdhury believes that countries should not be allowed
to cherry-pick from the 15 action points in the OECD’s BEPS project

A

re we entering the final straight of the BEPS project
or is there a danger we could end up in a cul-desac? I ask the question because so far the speed
at which the Organisation for Economic Cooperation and
Development (OECD) has moved with its Base Erosion and
Profit Shifting (BEPS) work has been impressive. But the
hardest part is still to come.
By the end of the year we will see the full fruits of the OECD’s
labours, as this is the deadline by which the organisation’s
Committee on Fiscal Affairs will have reported on all 15 of the
action points agreed by the G8 back in June 2013, and endorsed
by G20 world leaders in September of that year. The committee
delivered on seven of the action points last year, with the
remaining eight up for debate during 2015.
But arguably some of the most difficult and fundamental issues
are to be addressed in this second batch of action plans, and it
is vital that we get these right, with full agreement and support,
when they are delivered as a coherent package to the G20 finance
ministers meeting this October. And in the meantime, one has
to hope that any moves towards unilateral action by a single
jurisdiction, such as the UK government’s diverted profits tax
legislation, do not throw up any conflicts with the OECD’s work.
Indeed, as reported by Forbes magazine recently, the US has
been critical both of the OECD’s work and the legislative proposals
coming from the UK and Australia. According to the publication,

US Treasury deputy assistant secretary Robert Stack has said his
government was ‘extremely disappointed’ in the OECD’s work,
while adding that the diverted profits taxes in place or being
planned in the UK and Australia were ‘a disturbing development for
the OECD’. However, the article also suggested that other Treasury
officials were saying that country-by-country reporting, as set out in
the BEPS Action 13 on transfer pricing, could be introduced earlier
than required, a move that would not be aligned with a government
intent on scuppering the whole BEPS process.
At the same time, we have seen the European Commission
release its own action plan to reform corporate taxation, setting
out a series of initiatives to tackle tax avoidance and secure
sustainable revenues under its common consolidated corporate
tax base (CCCTB) proposals. But at ACCA, we believe that to be
credible, such a comprehensive approach to corporate taxation,
as proposed by the commission, must be fully compatible with
the BEPS project. In fact, it has to make sense that work on
CCCTB should only begin in earnest after the BEPS project
outcomes have been finalised, in order to make sure that the
CCCTB and other European Union measures are fully aligned
with the OECD conclusions. Having at least two sets of rules just
would not make sense.
Interestingly, the OECD welcomed the EC’s plans, saying the
move was ‘another major step towards international cooperation
in the fight against tax evasion and avoidance’, and adding
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that the political impetus and support
for establishing a fairer international tax
system was ‘overwhelming’.
Overwhelming? Probably. Universal?
Possibly not. For if the whole project
is to be successful, and successfully
implemented, then there is a clear
and pressing need to ensure that all
jurisdictions are on board and more
than willing to implement the action
points, with an absolute commitment
to the whole package, without dispute.
Yes, without dispute. But the issue
of dispute could provide us with one of
the key sticking points in the project.
Action 14 aims to make dispute
resolution mechanisms more effective.
According to the OECD, the G7, along
with a number of other jurisdictions, has agreed to mandatory
binding arbitration, but there are other major players that have
yet to accept this principle. My fear is that there will be a certain
amount of cherry-picking from all the action points, leaving
large gaps in the global tax landscape. Action 14 will be high
on this list. Those that do not allow themselves to be subject
to such a system will suffer in the long term as multinational

companies choose where best to make
their investments. A desire for tax
sovereignty alone should not be used
as an excuse.
There will need to be proper
structures in place to deal with
those jurisdictions that effectively
block multinationals from going to
arbitration. There will be disputes,
but jurisdictions need to have in
place proper arbitration procedures.
Local tax authorities might claim
that a multinational would get a
worse settlement if it were to go to
arbitration, with the threat of successive
and more in-depth tax audits in the
future. Will BEPS be able to change
this attitude?
Any vagueness and opportunity to avoid mandatory
arbitration will need to be removed from Action 14 if it is to
succeed, and I hope to see a future proposal that takes a firm
view in this area. An easy compromise, that would be acceptable
to some governments, will not achieve this. It is the most
fundamental action point underpinning the whole BEPS project;
it should establish a sea change in thinking.

My fear is there
will be a certain
amount of cherrypicking from all
the action points,
leaving large gaps
in the global
tax landscape
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Timescale of the BEPS project
2014 deliverables (released in September 2014)

*
*
*
*
*
*
*

Action 1: address the tax challenges of the digital
economy.
Action 2: neutralise the effects of hybrid mismatch
arrangements.
Action 5: counter harmful tax practices more
effectively, taking into account transparency and
substance.
Action 6: prevent treaty abuse.
Action 8: assure that transfer pricing outcomes are in
line with value creation/intangibles.
Action 13: re-examine transfer pricing documentation.
Action 15: develop a multilateral instrument.

2015 deliverables

*
*
*
*
*
*
*
*

Action 3: strengthen controlled foreign companies rules.
Action 4: limit base erosion via interest deductions and
other financial payments.
Action 7: prevent the artificial avoidance of PE status.
Action 9: assure that transfer pricing outcomes are in
line with value creation/risks and capital.
Action 10: assure that transfer pricing outcomes are in
line with value creation/other high-risk transactions.
Action 11: establish methodologies to collect and
analyse data on BEPS and the actions to address it.
Action 12: require taxpayers to disclose aggressive tax
planning arrangements.
Action 14: make dispute resolution mechanisms
more effective.

Implementation
In February 2015, the OECD and G20 countries agreed
three key elements:
a mandate to launch negotiations on a multilateral
instrument to streamline implementation of tax treatyrelated BEPS measures (Action 15)
an implementation package for country-by-country
reporting in 2016 and a related government-togovernment exchange mechanism to start in 2017
(Action 13)
criteria to assess whether preferential treatment
regimes for intellectual property (patent boxes) are
harmful or not (Action 5).

*
*
*

We are not alone in thinking this. At the beginning of the year,
the OECD published the initial reactions to its Action 14 draft
discussion paper. It was 413 pages long. The Association for Financial
Markets in Europe (AFME) and the British Bankers’ Association
(BBA) teamed up to say that ‘the absence of a binding and effective
proposal to improve dispute resolution mechanisms is a significant
concern for our members’, adding that the proposals would almost
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certainly lead to a greater number of disputes arising as both tax
administrations and taxpayers adapt to any new policy changes. The
two associations said: ‘Unless there is an effective dispute resolution
mechanism in place to mediate these disputes, it is likely that there
will be a substantive increase in the risk of double taxation without
the necessary recourse for business to mitigate this risk.’
At its most recent briefing held in June, the OECD’s BEPS team
set out its latest thinking on dispute resolution. On making dispute
resolution mechanisms effective, it called for a minimum standard
in relation to the resolution of treaty-related disputes so that treaty
obligations are fully implemented in good faith and cases resolved
in a timely manner. It also called for administrative processes that
allowed taxpayers to access mandatory arbitration where eligible.
It added that arbitration for willing countries would be included in
the multilateral instrument (part of Action 15), and reminded us that
the G7 has called for better and more effective dispute resolution
mechanisms between tax administrations to ensure that the risk
of double taxation does not act as a barrier to trade and investment.
A step in the right direction, but I question whether, even now,
the team has fully assessed the impact of this. Jurisdictions that
do not want to be part of mandatory arbitration should not be let
off the hook. Mandatory arbitration will be the glue that binds the
whole project together. Without it, there is a risk that it will fall apart.
This will also have a knock-on effect for Action 15, the
development of a multilateral instrument for implementation. Such
an instrument will lack credibility if jurisdictions have been allowed
to cherry-pick. As one respondent to the Action 14 discussion
paper sums it up: ‘First, countries must be willing to truly support
the project. Second, business must be willing to fully accept its
outcomes.’ Adopting a binding and universal arbitration framework
should be an integral and inseparable part of the BEPS deliverables.
I look forward to seeing a revised draft where every ‘could’
has been replaced with ‘should’, or even ‘must’.
Arbitration is, of course, only one area of dispute. We continue
to see discussion drafts issued by the BEPS team, alongside public
consultations, and they are to be commended for their speed of
delivery. And all the interested parties are to be commended for
their swift responses, some critical, others much more supportive.
Such speed and swiftness is driving the initiative forward,
and it is certainly driving it on to the corporate agenda.
According to a recent survey from Deloitte, some 90% of the
firm’s multinational company clients are anticipating that their
corporate tax compliance burden will substantially increase
as a result of additional reporting requirements of the BEPS
recommendations. Country-by-country and transfer pricing
reporting were just two areas that figured in their calculations.
Interestingly, more than half (55%) also believed that there
would be significant unilateral legislative changes that would not
be coordinated with other jurisdictions, leading 75% to anticipate
cases of double taxation as a result of BEPS.
Which is why those at the steering wheel need to ensure all
parties stick to the one roadmap and not take any detours as
they approach their final destination. ■
Chas Roy-Chowdhury FCCA is head of taxation at ACCA
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Career boost

Dr Rob Yeung reveals the secrets of employability. Plus, perceptions of performance
management, the pros and cons of being tech savvy and the perfect CV

Talent doctor: employability

synonymous with interpersonal skills
– building relationships with new
colleagues and customers, working
effectively within teams, criticising
others constructively and handling
conflict appropriately.
Emotional intelligence was
perhaps the biggest factor in deciding
whether people were hired in the new
organisation. What mattered more
than their technical expertise was their
capacity for understanding others and
cooperating with them.

Ethic

Dr Rob Yeung is
an organisational
psychologist and coach at
consultancy Talentspace
What makes you a desirable
employee for any organisation? I
recently worked with an organisation
to restructure its human resources
and finance teams. The executives
were concerned that too many
employees were traditionalists more
keen on preserving the status quo
than adapting to market pressures
and new ways of working.
To cull weaker performers and hire
more proactive business partners, they
ran a series of assessment centres,
comprising interviews, written tests
and other exercises. New roles were
based on three criteria, dubbed ‘the
three Es’. Let’s consider these as it’s
a good way to reflect on what makes
us employable.

Expertise
Most jobs require some degree of
technical knowledge. Human resources
specialists have to know employment
legislation. Finance professionals must
know acceptable and unacceptable
accounting practices. Sales people have
to know their products thoroughly.
The thing is, just about everybody
in the human resources and finance
departments had the requisite levels of
expertise; their technical acumen wasn’t
really in doubt.

Emotional intelligence
This is best defined as the ability to
understand and alter emotions in both
oneself and others. However, many
people see emotional intelligence as

The third ‘E’ concerned work ethic,
which in this organisation comprised
a range of related skills: a readiness to
demonstrate initiative; a willingness to
work hard and be persistent; and the
ability to motivate oneself in the face
of adversity.
You may think that the three Es
sound obvious but I think there are
valuable lessons here. First of all, it’s
worth noting that technical expertise
was not the stumbling block for most
people. There are many people with
the right specialist knowledge who,
unfortunately, are not very employable.
No, it was more usually a deficit
in emotional intelligence or a lack
of work ethic that led to people not
being offered jobs. Clearly, these are
the more prized career assets.
The three Es help us to think about
the ways in which we add value to
our organisations, identifying the
strengths we have as well as the
weaknesses we may need to develop.
And hopefully they should prompt
us about the actions we need to
take in order to remain eminently
employable. ■
For more information:
www.talentspace.co.uk
@robyeung
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Positive performance
While many companies
have invested considerable
time into performance
management metrics and
review processes, detailed
research conducted by
consultancy GP Strategies
in the US provides some
interesting statistics and
opinion for this area.
One key finding
demonstrates that the higher
up an organisation you
go, the more positive the
perception of performance
management, with only 41%
of managers not believing
that it improves performance
versus 68% of individuals
surveyed stating that it
either has no impact or that
it it negatively impacts their
engagement levels with
the firm.
The research also found
that regular coaching and
feedback resulted in a more
positive attitude towards
the performance review in
terms of fairness, but that
the activity remains the
exception rather than the rule
in most organisations.
In addition, the
research found that
traditional performance
review approaches still
place little value on
career conversations
despite this being a key to
employee engagement.

Boost for Nigeria
ACCA and a number of
other organisations and
professionals have been
organising training sessions
on accounting as a profession
for university undergraduates
in a number of states
across Nigeria.
‘We believe that
accountants bring value
to economies in all
stages of development,’
said Akinyemi Adeyemi,
ACCA Nigeria’s business
development manager.
‘We aim to develop
capacity in the profession and

The perfect: CV
Self-promotion doesn’t come naturally to everyone, but the CV is a not-to-be-overlooked
part of one’s career plan. Whether yours is a Word document that you submit by email, a
letter delivered by snail mail or a LinkedIn version, simplicity and brevity should be your
bywords. Plus, you need to really sell how clever you are.
Start with a personal statement. This should explain that you are a person who has put
some thought into their career moves so far and has accumulated some lessons and working
standards along the way. It should help put some personality into the proceedings, too.
Polish up your descriptive skills. You’ll be sending your CV to people who read them by the
tens, if not hundreds. So, after your personal statement, set out some of your previous roles
in a way that shows why they turned out to be such
marked learning opportunities. Describe
(briefly) that last transaction in a way that
conveys how hard-won it was and how
discerning your own contribution
turned out to be.
Include some sort of
ice-breaker: your PADI
qualification, the Ceroc
dance sessions
you still devotedly
organise even though
everyone else has long
deserted you for Zumba,
your lifelong commitment
to mud-wrestling. You don’t
want to come across as an
automaton, after all.
And don’t go over one sheet of
paper. Achieve all that, and everyone will
fall over themselves to continue the conversation.
Good luck.

encourage the adoption of
global standards’.
This initiative follows
Nigeria’s adoption of
International Public Sector
Accounting Standards
(IPSAS) in 2011, which have
since posed considerable
challenges for financial
reporting in public sector
entities, caused by a
vacuum on how best to
fast-track the teaching of
the new guidance among
students, civil servants and
those embarking on their
professional examinations.
Working closely with
the Nigerian government,
global accountancy bodies
are helping ensure that
accounting practice in Nigeria
is developed and trained
effectively, and a concerted
effort is made to make

accountancy more relevant
among students.

Double-edged sword
A recent survey by CV Library,
the UK’s largest independent
job noticeboard, confirmed
that accounting professionals
value technology in the
workplace more than any
other sector, with 95%
believing that being tech-savvy
makes them more employable,
compared with a national
average of 86.2%.
However, accountants
are also among the most
concerned about technology
advancements threatening
their jobs, with 35% of those
working in accounting seeing

advances in technology
as a threat compared with
the nationwide average
of 25%.
Other findings showed
that three-quarters of
accounting professionals
felt that access to the latest
technology would make
them feel more valued
by their employers; but
of those surveyed, 40%
also felt that increased
connectivity and technology
has had a detrimental effect
on work-life balance. ■
Compiled by Adam Akbar,
MD, Bronzegate – finance
leadership search adamakbar@
bronzegate.co.uk
For more information:
www.accacareers.com

10/2015 Accounting and Business

GL_I_careerLoxton.indd 45

10/09/2015 14:58

46

Insight | Management and strategy

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

Tell us a story

The oil and gas sector is a great example to others of where storytelling can be
applied to strategic advantage. The hard part is doing it well, says Tony Grundy

W

hen I qualified as an accountant in the early 1980s
there were two secure places to start one’s career:
banking and the oil industry. So I went to work in
group internal audit at BP. The two years and many foreign
trips during very profitable times for the company left me
with fond memories.
While the oil and gas sector is very different from many other
industries, it highlights the importance of certain techniques in
strategic and financial decision-making for senior accountants in
any sector: economic analysis, game theory and storytelling.
Once, when I went for a job at a business school, I was asked
as a trick question what the oil price would be in 10 years’ time.
It was a silly question, as there is generally – apart from an
underlying long-term upward trend – just as much a likelihood
of it going up or down. I answered that you need to model the
systems that impact on the price. The process that you would use
would be ‘scenario storytelling’ – that is:
Understand the key variables, such as the world demand
for energy, world GDP growth, urbanisation, energy
conservation, the need for travel, social and demographic
trends. You also need to understand the availability, convenience
and relative price of substitutes, and the rate of depletion of
existing reserves of oil and gas. Finally, you need to understand

*
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the joker in the pack: shale gas obtained through fracking.
Get inside the heads of the key players such as OPEC, the
cartel of oil producing countries. These players can be split
between the ‘hawks’ and the ‘doves’. The former (such as
Iran) want higher prices through restricting production; the
latter (such as Saudi Arabia) prefer to keep production up and
prices low.
Look at ‘transitional events’ that
could bring volatility – such as wars, major terrorist attacks,
changes in leadership and governments, and disasters such
as BP’s Deepwater Horizon oil spill in the Gulf of Florida in
2010 or the nuclear accident in Fukushima, Japan, in 2011.
Role-play how the different players might behave to develop
a series of scenarios.

Role-playing as game theory
Scenario storytelling can be a lot of fun. I once used this
technique to model the deregulated gas market in the UK. We
successfully predicted that many peripheral companies would
shy away, British Gas would be slow to exploit the market,
the government would put up petroleum revenue tax and
there would be good profits to be had. Here, role-playing was
essentially game theory based on identifying perceived pay-offs

10/09/2015 14:58
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‘How to’ video
See the latest in our series of
management and strategy videos by
Tony Grundy – on the importance of strategic
vision – at www.accaglobal.com/ab/videos

inherent in the agendas of multiple stakeholders.
The intention with scenarios is not to forecast very specific
results, as that would intrude in the creative part of the process.
It is no accident that the practice of envisaging scenarios was
invented by the oil industry (by Shell). Some of the biggest
uncertainties in this sector can be addressed by relatively soft
management techniques – not by purely quantitative modelling.
However, scenarios can be challenging, as most managers – even
those who are strategic planners – find storytelling difficult. As
the head of strategy for one of the world’s largest banks once
suggested, the difficulty arises ‘because we are so used to
thinking in bullet points’.
One of the latest big issues in the oil and gas sector to hit the
news and that would lend itself well to scenario storytelling is
fracking – extracting oil from shale. The controversial techniques
it uses, involving water, sand and chemicals being put through
oil-bearing rocks under compression, has raised concerns – real
or imaginary – over health, pollution and even seismic stability.
Fracking is now happening on a significant scale and may

cause – if it hasn’t already – the ‘tail to wag the dog’ in the oil
price market. It is now plausible that the US could become oilindependent at some point. I expect that the large oil companies
are scenario storytelling this hot potato, as they assess the
likelihood of high, medium, low or ‘rollercoaster’ oil prices. ■
Tony Grundy is an independent consultant and trainer and
lectures at Henley Business School
For more information:
www.tonygrundy.com
For more on oil and gas and the finance function, visit
www.accaglobal.com/uk/oilgas
Watch this video of Simon Constant-Glemas, vice president
of finance at Shell Global Functions, on key priorities for
today’s CFO in the business: www.accaglobal.com/ab/222
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Scrum down!

In the second in a series on agile methods, David Parmenter explains why finance
teams should consider adopting the scrum communication technique

D

o your meetings go nowhere slowly? Is there a
stagnation of ideas? Is the finance team stuck in
‘groundhog day’? If so, you need to completely
change the way you communicate with each other.
Agile planning and scrum communication is a technique that
was developed to radically reduce the time it took to write new
software applications. It recognised that teams in very intense
work periods do not always function properly. Common features
of large projects are that they are:
typically late with lots of pressure, no fun and have long
dysfunctional meetings, going nowhere quickly
slowed even further when more resources are applied to help
speed them up, as the new staff are tripping over each other
with unnecessary duplication
often over-planned only to find that the game has changed
constantly hitting road blocks, with members not having the
skills or internal authority to fix the problem by themselves.
A 1986 Harvard Business Review paper, The New New Product
Development Game by Hirotaka Takeuchi and Ikujiro Nonaka,
noted that the best teams looked like sports teams: all linked
together, working intensively to overcome obstacles and with
frequent, short, targeted communication.
Jeff Sutherland, a consultant, discovered that software
companies benefited greatly from starting each day with a
stand-up meeting. He, along with others, started to promote this
method, which is now known as a daily stand-up scrum.

*
*
*
*

Clear vision
Instead of over-planning, you need a clear vision of what you
are trying to achieve. You then take a chunk of work – between
one and two weeks of effort – which is a standalone part of the
project and is signed off at the end by the customer. This chunk
is called a sprint. For the finance team, the month-end should be
treated as a sprint.
Each day the finance team members delivering the sprint
(month-end) meet in a stand-up scrum meeting. They are asked
to talk for one to two minutes about what they did yesterday,
what they are doing today and any current roadblocks. Each
debrief is to take no more than a minute or so; some teams

Next steps
1 Visit Jeff Sutherland’s YouTube presentation on scrums
2 Visit tinyurl.com/qc4hrfc to find out more
3 Email me (parmenter@waymark.co.nz) and I will send
you a useful paper on agile planning.

even have a rule that you can only talk as long as you can hold
a dumbbell in your extended arm. The team leader or ‘scrum
master’ notes all the roadblocks and immediately sets about
removing them with an appropriate phonecall or walkabout visit.
At the end of the session, the group touch fists (embarrassment
levels permitting) – an homage to the source of this technique.
Team members now get to know what has been done, and
what is going to be done and by whom. They also know that they
will be having a scrum tomorrow, alleviating the need to email.
Everyone is accountable, with no place for ‘cruising’.
Every month-end should be scrummed. Start around day
minus two (the day before the last day) and ensure everybody
who works on month-ends attends the scrum. By the time you
get to day plus two, many members do not need to attend, as
their month-end activities will by now be finished. Continue to
scrum until the month-end is in the CEO hands.
Every year-end should also be scrummed. This time it starts
with the month-minus-12 scrum and continues. Have the senior
auditor attend once they are on site. Every annual plan should
also be scrummed; start with the team planning the next annual
plan and expand as you go into the collecting numbers phase.
Finally, every finance project should be scrummed, such as
implementing a planning tool. ■
David Parmenter is a writer and presenter on measuring,
monitoring and managing performance
For more information:
www.davidparmenter.com
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Entities are investing
more time and resources
on the issues surrounding
sustainability. A key part of
the global advance towards
sustainability involves the
need to account and report
on the implementation and
application of the entities’
sustainability practices.
Sustainable development
goals have historically
been identified as
economic development,
social development and
environmental protection.
Sustainable development
consists of balancing local
and global efforts to meet
basic human needs without
destroying or
degrading
the natural
environment.
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Green standard

Graham Holt outlines the developments in sustainability reporting
requirements and practices that are currently under way
Despite the increased
popularity of the use of
the term, the possibility
that societies will achieve
environmental sustainability
has been, and continues
to be, questioned. The
purpose of the article is
to outline developments
in sustainability reporting
requirements and practices.
Information from the
sustainability reporting
process is being used by
diverse groups of stakeholders
who are finding increased
value from sustainability
reporting information.
Decisions are made by
businesses and governments,
which are
seldom
based purely
on financial
information
alone. Rather,
they are based on
an assessment of risk
and opportunity using
information on a wide
variety of immediate and
future issues.

Increased transparency
The process behind
sustainability reporting
ensures that
organisations
consider their
impact on
‘The process
sustainability
allows
issues, and
allows a degree
organisations
of transparency
a degree of
about the risks and
opportunities they
transparency
face. Increased
about the risks
transparency
can lead to
and opportunities
better decisionthey face’
making. There
is now a greater

demand for
sustainability
information, as demonstrated
by the emergence of new
reporting initiatives.
An example of these is
the United Nations Global
Compact (UNGC). This is
a voluntary initiative based
on CEO commitments
to implement universal
sustainability principles and
to take steps to support UN
goals. At the time of writing
there were more than 8,000
companies and a total of more
than 13,000 entities signed
up to the initiative. BP, as an
example, reports against the
principles of UNGC on human
rights, labour, environment
and anti-corruption. These
principles centre on operating
responsibly in alignment
with universal principles and
taking actions that support the
society around them.
UNGC wishes
sustainability to be pushed
deep into the corporate

DNA, with companies
showing commitment at
the highest level, reporting
annually on their efforts and
engaging locally where they
have a presence.
The Global Reporting
Initiative (GRI) is an international
not-for-profit organisation,
which produces Sustainability
Reporting Guidelines, currently
in their fourth generation. The
GRI’s Sustainability Reporting
Framework provides guidance
for organisations to voluntarily
report on their environmental,
social and governance
(ESG) performance.

»

10/2015 Accounting and Business

GL_T_HoltCPD.indd 49

11/09/2015 10:19

50

Technical | Sustainability

In support of those
preparing corporate
sustainability reports, the GRI
offers reporting principles,
standard disclosures and an
implementation manual. Its
guidelines are developed
through a dialogue with
stakeholders from around
the world, including
representatives from business,
civil society, financial markets,
labour and government.
GRI has championed
sustainability reporting for
many years and provides the
world’s most widely used
standards on sustainability
reporting and disclosure.
Of the world’s largest 250
corporations, 93% now
report on their sustainability
performance and 82% of
these use GRI’s standards in
their reporting. GRI is built
upon a multi-stakeholder
principle, which ensures the
participation and expertise
of diverse stakeholders in the
development of its standards.
Twenty-seven countries
use GRI in their sustainability
policies and in addition it has
longstanding collaborations
with over 20 international
organisations such as the
UNGC, Organisation for
Economic Cooperation and
Development and the UN
Working Group on Business
and Human Rights.
Its focus has always been
on the reporting process and
the value of the information
that comes from it. GRI has
published a first-analysis paper
resulting from its Reporting
2025 Project that is designed
to promote an international
discussion about the purpose
of sustainability reporting and
disclosures looking ahead to
2025. As part of the project,
leaders in various fields were
interviewed on subjects
ranging from data technology
to society and business
development scenarios. The
insights gained, which are not
too unexpected, include the
fact that companies will be

held accountable more than
ever before, that business
decision-makers will take
sustainability issues more and
more into account, and that
ethical values, reputation and
risk management will guide
decision-makers.

Setting standards
There are developments
worldwide in terms of
sustainability reporting. The
US Sustainability Accounting
Standards Board (SASB) has
issued provisional standards
for various industries. The
series of eight industry-related
standards focus on material
sustainability matters that
corporations are already
required to disclose in their
form 10-K or 20-F filings
with the US Securities and
Exchange Commission.
The Singapore Stock
Exchange is making final
plans to make sustainability
reporting mandatory. It is
currently undergoing a oneyear study to determine
what guidelines
should be adopted
for these reports,
which disclose a
company’s economic,
environmental and social
impacts. The Taiwan
Stock Exchange recently

announced that specified
listed companies would have
to comply with mandatory
CSR reporting according to
GRI G4 guidelines. In 2014,
Japan’s Financial Services
Agency published the first
draft of a stewardship code,
called the Principles for
Responsible Institutional
Investors. The code exists on a
voluntary ‘comply-or-explain’
basis and aims to encourage
long-term sustainable returns
based on seven principles
to guide investors on their
stewardship responsibilities.
Also in 2014, the European
Parliament passed a vote to
require mandatory disclosure
of non-financial and diversity
information by certain large
companies and groups on

a comply-or-explain basis.
Companies must disclose
information on policies, risks
and outcomes as regards
environmental matters, social
and employee aspects,
respect for human rights,
anticorruption and bribery
issues, and diversity in their
board of directors.
Finally, in the UK, the Public
Services (Social Value) Act
2012 places a duty on public
bodies to consider social,
economic and environmental
wellbeing of stakeholders
ahead of a procurement. This
was followed, in August 2013,
with new regulations for the
strategic report and directors’
report. The regulations
resulted in an amendment
to existing company law
requirements and became
effective on 1 October 2013.
The main change was the
introduction of a requirement
for certain entities to prepare
a strategic report as part
of their annual report. The
strategic report is intended
to replace the existing
‘business review’ section of
annual reports and requires
companies to provide a
complete picture of their
business activity, including
social effects, calling into
question what is material in
business reporting.
Quoted companies in
the UK also need to include
specific information on the
company’s strategy, business
model, human rights and
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gender diversity in the
strategic report, as well as
information on greenhouse
gas emissions in their
directors’ report.

Integrated approach
Another consideration is
the International Integrated
Reporting Council (IIRC)
framework. This is a principlesbased framework aimed at
encouraging businesses to
explain and disclose better
how they create value. The
framework focuses on six sets
of resources and relationships
(capitals): financial;
manufactured; intellectual;
human; social and relationship;
and natural. The framework
defines an integrated report
as a concise communication
about how an organisation’s
strategy, governance,
performance and prospects,
in the context of its external
environment, lead to the
creation of value in the short,
medium and long term.
The framework provides a
conceptual basis for thinking
about how a business creates
value and identifies the risks
it faces, not only in the short
but medium and long term,
and about how it articulates its
strategy and business model
for long-term sustainable
value creation.
However, despite the
benefits and investor appetite,
many companies are adopting
a ‘wait-and-see’ approach to
integrated reporting.
The Climate Disclosure
Standards Board (CDSB) is an
international consortium of
business and environmental
NGOs. It is attempting
to advance and align the
global corporate reporting
model to equate natural
capital with financial
capital, and has developed
a framework for reporting
environmental information.
The CDSB and the
IIRC have signed a joint
statement of collaboration.
Both organisations believe

that climate change and
the protection of natural
capital are core issues for
business and that relevant
disclosures about both can
provide valuable insight
into corporate performance
as part of an organisation’s
mainstream reporting.
Further, the IIRC has
created the Corporate
Reporting Dialogue (CRD),
which brings together
organisations that have
significant international
influence on the corporate
reporting landscape. It has
published a landscape map
that provides a snapshot
of a comparison of their
frameworks, standards
and related requirements.
Participants are the CDSB,
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the US Financial Accounting
Standards Board, the GRI,
the International Accounting
Standards Board, the
IIRC, the International
Public Sector Accounting
Standards Board, the
International Organization for
Standardization and the SASB.
The participants aim to
work together to respond
to market calls for better
alignment and reduced
burden in corporate reporting
by promoting proactive
engagement between the
key organisations.
Finally, the International
Auditing and Assurance
Standards Board has released
revised International Standards
on Auditing to better deal
with disclosures in financial
statement audits, together
with a publication on
assurance on integrated
reporting to deal with such
issues as the nature of
assurance and how different
mechanisms contribute to
credibility and trust.
There are no worldwide
agreed standards on
sustainability reporting.
There are many initiatives
and entities can comply with
a range of ‘standards’. It
seems reminiscent of where
International Accounting
Standards found themselves
many years ago. ■
Graham Holt is director of
professional studies at the
accounting, finance and
economics department at
Manchester Metropolitan
Business School
For more information:

United Nations Global Compact: www.unglobalcompact.org
Global Reporting Initiative: www.globalreporting.org
US Sustainability Accounting Standards Board: www.sasb.org
International Integrated Reporting Council:
www.integratedreporting.org
Climate Disclosure Standards Board: www.cdsb.net
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Accounting for conflict

With new disclosure requirements for EU companies whose products contain conflict
minerals, what lessons can be learnt from the US experience, asks Ramona Dzinkowski
On 20 May this year, the
European parliament
voted for mandatory
disclosure requirements
for European Union (EU)
companies whose products

contain conflict minerals
from the Democratic
Republic of Congo (DRC)
and adjoining countries.
The aim of the legislation
is to prevent the trade and

exploitation of 3TG (or
tantalum, tin, tungsten and
gold) from funding armed
groups that are known
to commit human rights
abuses in these regions.

The minerals in question
are most commonly found
in consumer electronics
such as laptops, tablets,
smartphones and other
consumer electronics.

◄ Danger zone

Democratic Republic
of Congo soldiers
patrol against the Allied
Democratic Forces and
the National Army for
the Liberation of Uganda
rebels in North-Kivu
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The European Commission
(EC) voted to reject an original
draft of the legislation where
only importers of conflict
minerals would be required
to voluntarily disclose their
supply chain due diligence.
The new proposal requires
mandatory disclosure
and extends the rule to
all companies (importers,
manufacturers, downstream
companies) that make use
of conflict minerals in their
manufacturing process.
It has been suggested
that this effectively increases
the number of companies
falling under the rule from
400 European importers
to potentially hundreds of
thousands. The true number
remains to be seen.
The International Centre
for Trade and Sustainable
Development reports that
the EU is home to 880,000
‘downstream’ companies; it
is also estimated that the EU
imports roughly 25% of global
trade in tin, tantalum and
tungsten, and approximately
15% of gold.
Not surprisingly, the
EU legislation has come
under fire on several fronts,
including concerns over the
potential administrative
burden and resulting cost
to European companies,
at a particularly bad time.
According to Lawrence Heim,
managing director at Elm
Sustainability Partners, and a
leading expert in US conflict
minerals programmes in the
US under Dodd-Frank 1502*,
the administrative difficulty in
determining the source of 3TG
is a common phenomenon
across companies and is not to
be underestimated.
‘Here in the US, it literally
starts from trying to identify
3TG in the products,’ he says.

‘There are a lot of companies
that didn’t know that they
had any of these metals in
their products. One example,
which came as a surprise to
me, is toothpaste. The fluoride
additive in your toothpaste is
a tin chemical. Now, while the
toothpaste experts knew that
because they understand the
chemistry of their product, I
think there are probably other
folks in the company who may
not necessarily have known
that, and certainly not the
general public.’
Once companies
determined the products they
had to deal with, he adds,
they then had to determine
which suppliers they needed
to reach out to. ‘Again, that
became a bit of a challenge,
because you had some
companies with thousands
and thousands of suppliers,
and some of the suppliers may
have only been responsible for
a few hundred dollars worth of
spend in a particular year, or
they may have only had a 10th
of a part per million of tin in
their product.’
However, the exercise is
not without its upside. First,
it’s a matter of being better
able to understand both your
supply-chain risk and your
company’s reputational risk.
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Philips’ 3TG supply chain
‘The supply chain for 3TG consists of many tiers. Before
reaching Philips’ direct suppliers, 3TG typically will go
from mines to traders, exporters, smelters or refiners
(collectively referred to in this report as smelters), alloy
producers and component manufacturers, and sometimes
intermediate suppliers. One or more of the 3TG metals are
contained in the vast majority of Philips’ products, typically
in small quantities. The majority of Philips’ suppliers also
use these metals in their products.
‘Philips sources products and components from
approximately 10,000 first-tier suppliers globally. First-tier
suppliers are those suppliers that Philips selected and with
whom we have a direct business relationship. These firsttier suppliers select their suppliers (second-tier suppliers),
which in turn have their own group of suppliers (third tier),
and so on. In a typical case, there may be seven or more
tiers in the supply chain between a 3TG mine and Philips’
first-tier suppliers.’
This is an extract from the Philips Conflict Minerals Report,
May 2015. Read more at tinyurl.com/PCM-report

When it comes to reputational
risk around the conflict
minerals issue, says Heim,
‘It’s going to be the public,
the media, the investors and
the activists who are going to
drive more negative exposure.
It’s important to understand
that there’s a possibility that
there might be some kind of
activists’ action like a boycott,
or a rating system that you
can get scored on.
‘Depending
on the outcome,
this can result in
material financial
‘There are a lot
impacts. On
of companies
the flipside, if
that didn’t know
companies are
able to pronounce
they had any of
themselves as
these metals in
conflict-free, there’s
no question that
their products.
would be positive
One example is
from a reputational
risk perspective.’ In
toothpaste’
addition, he adds,
if you’re a business-

to-business supplier and your
customers are requiring you
to address conflict minerals in
some manner and you don’t,
then that potentially is going
to have a negative impact on
your revenue.’
With respect to supplychain risk, going through the
due-diligence process around
conflict minerals has invariably
helped companies better
understand their supply
chains and, importantly, ‘it’s
improved the communication
between suppliers and
customers’, says Heim. It has
also helped some companies
identify efficiencies in their
supply chain that they
didn’t even know existed
before because they never
bothered to go three, four,
five tiers down the chain,
he adds. ‘Companies have
found previously unknown
redundancies and have been
able to harvest some savings
through this.’

»

*US companies, in compliance with Section 1502 of the Dodd-Frank Act, began submitting conflict minerals reports in May 2014,
and were required to submit their second year report by 1 June 2015. At the time of writing, 1,258 public companies filed conflict
minerals reports with the US Securities and Exchange Commission (SEC), compared with 1,321 in 2014. As in the case of Philips,
many companies have been able to identify some proportion of their minerals sourcing as originating from conflict-free smelters and
refiners. Philips was able to identify 135 (53%) smelters in its supply chain as having conflict-free status.
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Finally, there has also been
value in going through the
exercise in terms of intercompany communications.
‘When you put together these
internal conflict mineral teams,
if you do it well, you’ve got a
very wide range of functions
and departments sitting at the
table. There are all kinds of
interesting things that come
up when people start talking
to each other about their part
of the business.’
Heim says: ‘To be
successful with the conflict
minerals programme, you
need to have the widest
representation on your conflict
minerals team because this
cuts across so many different
things. The controls that
you put in place will vary
widely depending on the
kind of product that you
have, your own company’s
philosophy and policy around
conflict minerals.
‘It involves investor
relations and external
communications, and if you
are an SME and you are the
senior finance executive, it’s
not unlikely that you’ll be in
charge of the whole project.’
While the US evidence
is mounting as to the
management impacts on
companies that are required
to file conflict minerals reports,
there is a complex and heated
debate around whether
disclosing the use of conflict

minerals in corporate supply
chains has had an impact, or
even had the potential to have
any impact, on armed conflict
in the region.
Those in support of
conflict minerals disclosure
claim a direct link between
conflict minerals reporting
and the reduction of violence
in the DRC thus far. More
specifically, according to
founder of the Enough
Project, John Prendergast,
whose efforts have been
credited with leading to the
passage of section 1502 of the
Dodd-Frank Bill, ‘Numerous
corporations, including Apple,
Hewlett-Packard, Intel and
Motorola Solutions, worked
to reform international supply
chains that had allowed
illegally extracted minerals to
trade on global markets and
end up in cell phones and
computers everywhere.
‘Congressional legislation
and corporate initiatives

have dramatically reduced
the money available to
armed groups such as
the M23, which previously
financed themselves by
smuggling minerals and other
natural resources.’
Supporting research from
the Enough Project provides
compelling evidence for
these conclusions.
However, others have
argued vehemently that
conflict in the region has in
fact increased, and that the
dramatic drop in the volume
of minerals being exported
from the eastern DRC since
2010 has been a result of
local political actions and a
subsequent decision by a
major smelter to stop buying
Congolese minerals.
As to the projected cost
to EU companies, a 2014 EC
impact assessment puts a
figure on how it would affect
roughly 1,000 out of a total
7,959 EU-listed companies

and the potential 800,000
downstream companies –
mainly SMEs. Integrating
the recommended OECD
guidance framework (OECD
Due Diligence Guidance for
Responsible Supply Chains of
Minerals from Conflict-affected
and High-risk Areas: Second
Edition) into the management
systems of those EU-listed
companies in the affected
industry sectors would, it
estimates, cost €8.4bn initially,
and €1.7bn on a recurrent
annual basis thereafter.
The report notes that these
costs are mainly attributable
to carrying out the tasks
concerning due diligence and
not to reporting obligations. ■
Ramona Dzinkowski is an
economist and journalist.
She is editor-in-chief of
the Sustainable Accounting
Review, which can be found at
sustainableaccountingreview.
com
For more information:

Read the Enough Project’s report The Impact of Dodd-Frank and Conflict Minerals Reforms
on Eastern Congo’s Conflict at tinyurl.com/lgxexxv
Read the OECD Due Diligence Guidance for Responsible Supply Chains of Minerals from
Conflict-affected and High-risk Areas: Second Edition at
www.oecd.org/corporate/mne/GuidanceEdition2.pdf
Read the European Commission impact assessment at tinyurl.com/EC-confmin
See also ACCA’s report, Pillage: a new threat to global supply chains, at
www.accaglobal.com/ab100
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Take 10 reports

It is now 10 years since IFRS were mandated for EU-listed entities. Recent research by
Robert Hussey and Audra Ong reveals how annual reports and accounts have changed
The introduction of new
International Financial
Reporting Standards (IFRS)
and additional financial
statements has had a
significant impact on the
annual report and accounts
of IFRS reporters.
We looked at 10 UK plcs’
annual reports and accounts
for 2005 and 2014 and found
that length had increased by
an average of over 50 pages,
with all sections increasing
in absolute terms (see Table
1). Growth in the lengths of
the audit report and financial
statements is driven by
regulation. Interestingly, the
notes to the accounts showed
an increase of eight pages on
average but, as a percentage
of the total document, they
declined from 34% to 29%.
We also looked at the
lowest and highest number of
pages. Table 2 does not show
the weightings of the various
sections, as the sections are
taken from different reports.
For example, our longest
annual report of 172 pages in
2005 did not have the longest
section on other disclosures.
However, the 2005 data
emphasises the wide range
in the various sections. The
results for the audit report and
financial statements are as
expected, but the difference in
the length of the notes to the
accounts is a surprise.
The 2014 data illustrates
the significant increase in the
length of the audit report. It
also confirms the substantial
increases in the notes and
other disclosures, both at the
lowest and highest levels.
The growth in the ‘other
disclosures’ is due mainly to
corporate governance. Under

the heading of ‘strategic
review’, in 2014 the average
was 36 pages; the 2005 data
is not under a single heading,
but we would estimate the
average at around 12.

What’s to come?
The last decade has seen
significant change, strongly
influenced by the now aborted
convergence project with the
Financial Accounting Standards
Board. The next decade may
bring more changes:
Regulatory changes will
not slow
The International Accounting
Standards Board (IASB) has
a mandate to set accounting
standards. We anticipate
a slowing down of IFRS
amendments as the dust of
the first decade settles. But

*

organisational theory suggests
that, if the major activity of
an organisation decreases, it
will search for other related
activities to replace it. A
concentration on disclosures
and improved notes to the
accounts is a logical extension.
Integrated reporting (IR)
is attracting increasing
attention
A small but increasing
number of companies are
experimenting with IR. In
2013, the IASB and the
International Integrated
Reporting Council (IIRC)
agreed that the two bodies
would develop an integrated
reporting framework, with
a IIRC’s Breakthrough
Phase from 2004-16. The
aim is development and
early adoption.

*

*

Contextual disclosures
will increase
The internet was used
sparingly for corporate
communications in 2005.
There is now a vast range
of information made
available to investors
and other stakeholders.
Although the annual
report and accounts will
remain a foundation
stone, we expect to
see further increases in
contextual disclosures. ■

Roger Hussey FCCA is
emeritus professor at the
University of the West of
England and the University
of Windsor, Canada.
Audra Ong is associate
professor at the University
of Windsor, Canada

Table 1: average number of pages in annual reports
2005

Audit report
Financial statements
Notes to the accounts
Other disclosures
Total

2014

Number

% of total

Number

% of total

1
4
39
72
116

1
3
34
62
100

4
5
48
111
168

2
3
29
66
100

Table 2: lowest/highest number of pages in annual reports
2005

Audit report
Financial statements
Notes to the accounts
Other disclosures

2014

Lowest

Highest

Lowest

Highest

1
3
22
34

1
5
67
115

3
4
39
89

6
5
70
153
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A look inside the Lab

The UK’s Financial Reporting Lab works to develop high-quality and innovative corporate
reporting, as Carl Renner and Thomas Toomse-Smith explain
The size and depth of the
capital market in the UK
mean that it is often seen
to be at the leading edge
when it comes to corporate
reporting. The UK’s Financial
Reporting Council (FRC)
supports high-quality
and innovative corporate
reporting to provide
investors with high-quality
information on which to base
their investment decisions.

Room for improvement
UK companies present a
wide diversity in quality and
depth of corporate reporting.
The long-established
corporate governance
reporting regime and the
more recent introduction of
the strategic report (a more

reporting to meet
their needs better.
Company
boards and
The Lab allows
executives express
frustration with
listed corporates,
the complexity
investors and
and myriad
analysts to
requirements of the
current regime, and
develop pragmatic
seek a significant
solutions to
step-change
in disclosure.
reporting needs
Meanwhile
investors can be
left struggling to
focused strategic section
understand the underlying
of the annual report) have
performance of an entity, and
acted as spurs to innovation.
significant time is required to
However, companies and
locate information that can be
investors identify an untapped
very basic.
opportunity to improve the
To help companies
effectiveness of corporate
address these issues, in late

meet investors’ needs
better. The Lab offers an
environment where listed
corporates (both large and
small), investors and analysts
can all come together to
develop pragmatic solutions
to reporting needs. It is
not about developing new
standards or requirements.
Lab reports represent
practical, market-led
suggestions of best practice
rather than regulations.

How the Lab works
The Lab conducts projects on
areas of corporate reporting
(covering all mediums, not
just the annual report and
accounts), looking at ways to
enhance current practice to
meet investors’ needs better.

The FRC’s mission
The goal of the UK’s Financial Reporting Council is to
promote high-quality corporate governance and reporting
to foster investment. It does this by:
maintaining the UK’s corporate governance and
stewardship codes, which foster trust in the way
companies are run
implementing and monitoring standards for corporate
reporting that promote reports that are fair, balanced
and understandable, as well as clear and concise
developing standards and behaviours to enhance
confidence in the value and quality of audit
overseeing standards that underpin high-quality
actuarial practice, and the integrity, competence and
transparency of the actuarial profession
operating effective, proportionate and independent
investigative, monitoring and disciplinary procedures to
safeguard auditor, accountant and actuary integrity
influencing key developments in issues that affect
stakeholders in the UK and internationally
engaging with stakeholders at every stage of the
process to ensure the FRC is responsive to their needs
operating the Financial Reporting Lab to bring
together companies and investors to collaborate on
improvements and innovations to reporting.

*
*
*
*
*
*
*
*

2011 the FRC established its
Financial Reporting Lab as a
unique mechanism to help
facilitate good practice and
to propagate innovation in
corporate reporting.

What is the Lab?
The Lab is a team within the
FRC dedicated to improving
corporate reporting to

The Lab works with
companies and investors to
identify – and, if necessary,
to develop – different
approaches to reporting and
disclosure. It then seeks to test
these models with investors.
Investor views are obtained
through various mechanisms
including in-depth interviews
and roundtables.
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The Lab works for the
following reasons:
It provides a forum
for exchanging views.
Management may meet
with analysts and investors
on a regular basis. The
Lab facilitates discussion
of reporting challenges
and gathers input from
investors on the most
helpful approaches.
It supports innovation
by companies. Change
can be seen as bringing
risk. By providing a hub
to support the process
of innovation – where
knowledge and innovation
in reporting formats is
shared – the Lab offers
the potential to accelerate
change to the reporting
model and enhance the
risk-reward equation for
those involved.
It shares the benefits of
change, promulgating
best practice across the
market and internationally,
by making its reports
freely available.

*

*

*

The Lab agenda
It is important that companies
and investors drive the Lab
agenda by identifying the
areas of reporting that they
would like to address. The
priorities of the Lab are
primarily determined by
such stakeholders, and are
also informed by an advisory
steering group consisting

Influence of the Lab
The Lab influences corporate reporting in a number of ways. For some projects, this can be
seen directly in the reporting by companies, or in the take-up by regulators and standardsetters through their agenda setting, and ultimately the reporting requirements themselves.
For other projects, it is expected that the Lab’s specific influence will be in a more subtle
manner. For example, the Lab’s work in demonstrating and encouraging steps on more
clear and concise reporting, supporting the FRC-wide initiative on this, may not be capable
of being directly linked to its specific influence, but it is worth trying to assess the overall or
collective impact of the FRC initiative.

Standard-setters
The Lab’s reports can serve as evidence for standard-setters as well as help companies
with implementation. The Lab team regularly share observations with the International
Accounting Standards Board (IASB) and its staff. Following the Lab’s work on cashflows and
net debt, the IASB proposed improvements in disclosure relating to changes in liabilities for
financing instruments, and restrictions on cash. The Lab’s work on net debt and cashflows
provides evidence for investor information requirements in this area. If the IASB proposal is
adopted, the requirements could result in current best practices being widely adopted.
The IASB also published an update to IAS 1, which emphasises flexibility in ordering
footnotes on a systematic basis, including flexibility of reporting accounting policy disclosure
in a single note or including policy information within each topical note. This facilitates
company adoption of investor preferences.

Developing practice
As a key mechanism for testing investor and company views, the UK government’s
Department for Business, Innovation and Skills asked the Lab to undertake a project on
important changes in remuneration reporting. The output of the Lab’s work fed into the
final regulations and provided an important way to reflect pragmatic company and investor
thinking on developing areas of reporting.

of individuals across the UK
reporting community who are
keen to enable change.

Areas of action
To date, the Lab has published
nine reports and case studies.
These reports cover a range
of governance and financial
reporting topics and act as
a catalyst for improving the

usefulness of reporting for
companies and investors.
Topics include: the reporting
of reconciliations showing
changes in net debt over

the period; clarifying debt
amounts and their maturity;
clear cashflow reporting that
shows the conversion from
operating profits to cashflows;
meaningful accounting
policy disclosure; and how
audit committees can best
communicate their activities.
Current Lab projects are
looking at how companies
disclose their dividend policy
and capacity to pay dividends,
and how companies are
meeting the challenges of
corporate reporting using
digital media. ■
Carl Renner and Thomas
Toomse-Smith are project
directors at the Financial
Reporting Lab
For more information:

The Financial Reporting Lab is at frc.org.uk/lab
Lab reports are at www.frc.org.uk/Lab/Reports
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Technical update

A monthly roundup of the latest developments in financial reporting, audit, taxation and
legislation from the IASB, IFAC, the European Union, the OECD and elsewhere
Financial reporting
Revenue recognition
The International Accounting
Standards Board (IASB) is
consulting on IFRS 15, Revenue
from Contracts with Customers.
It is seeking to clarify the
standard by setting out:
how to identify the
performance obligations in
a contract
how to determine whether
a party involved in a
transaction is the principal
(responsible for providing
the goods or services) or
the agent (responsible for
arranging for the goods or
services to be provided to
the customer)
how to determine whether
a licence provides the
customer with a right to
access or a right to use
an entity’s intellectual
property.
Any comments must be
received by 28 October 2015.
More at bit.ly/IFRS15ed.

*
*

*

Audit
Non-financial information
The International Auditing and
Assurance Standards Board
(IAASB) has issued information
on its work on assurance of
integrated reporting and other
emerging developments in
external reporting.
Its publication Exploring
Assurance on Integrated
Reporting and Other
Emerging Developments in
External Reporting highlights
that ISA 720 has strengthened
the auditor’s role in the
reading and consideration of
non-financial information.
It also highlights that the
IAASB will need to consider

other assurance issues relating
to these developments.
More at bit.ly/IR-IAASB.

whether the IPSAS clarification
has achieved its objective.
More at bit.ly/IPSAS.

Summary financial
statements

Glenn Collins, head of
technical advisory, ACCA UK

The commission says
that this practice deters EU
leasing and renting companies
outside Ireland doing business
with Irish residents.
More at bit.ly/IREcartax.

European Union

Anti-trust rules amended

A consultation on ISA 810
(revised), Engagements to
Report on Summary Financial
Statements, is open for
comment until 2 November
and will apply to engagements
to report on summary financial
statements for periods ending
on or after 15 December 2016.
The IAASB draws attention
to paragraph 17 and asks for
views on how it has covered
references to the additional
information in audit reports.
More at bit.ly/ISA810ed.

Public sector
accounting standards
The International Public Sector
Accounting Standards Board
has issued consultations
on the recognition and
measurement of social
benefits, and the applicability
of International Public Sector
Accounting Standards (IPSAS).
The social benefits paper
is open for comment until
31 January 2016, and considers
the merits and weaknesses of
three broad approaches to the
recognition and measurement
of social benefits:
obligating event
social contract
insurance.
More at bit.ly/soc-ben.
The consultation on
the applicability of IPSAS
is open for comment until
30 November. It aims to clarify
the entities that should use
IPSAS and to remove the
uncertainty for entities that fall
outside the previous definition.
Comments are invited as to

*
*
*

Customs reform
The European Commission
has unveiled reforms to the
European Union’s common
customs system, which
will include harmonising
data requirements and
making information more
exchangeable between
member states.
Changes to the customs
code also include making
national customs decisions
and authorisations valid across
the EU in future. There will
also be improved guidance
on risk management to help
combat the trade in illicit and
prohibited goods.
EU ministers and MEPs had
until 28 September to lodge
objections, or the changes
would come into force.
More at bit.ly/EU-UCC.

Irish car tax court case
The European Commission is
taking the Irish government to
the European Court of Justice
over claims that the country’s
car tax rules break the EU’s
taxation laws.
The commission says
that Irish residents leasing
or renting a vehicle should
pay car tax only for the exact
period of time it is registered
in Ireland. Irish regulations
mandate drivers being
charged a full year of tax
upfront, with the difference
refunded once a car is
registered in another country.

The European Commission
has amended EU anti-trust
procedural rules, reflecting
the requirements of a new
EU directive on anti-trust
damages actions (2014/104/
EU). It gives victims of antitrust violations easier access
to evidence needed to prove
damages and more time to
make their claims.
More at bit.ly/EU14-104.

EIF helps Czech SMEs
The European Investment
Fund (EIF) has offered counterguarantees to Czech bank
CMZRB to allow it to lend
€160m to SMEs in the Czech
Republic over the next two
and a half years.
The financing will come
via the EU’s Competitiveness
of Enterprises and SMEs
(COSME) programme.
More at bit.ly/EU-COSME.

SMEs ‘produce too
many accounts’
A European Commission
report on small and mediumsized business accounts
has concluded that small
businesses ‘tend to produce
more information (eg cashflow
statements) than what is
usually legally required’, even
though regulators enforce
accounting rules less for
smaller businesses than for
larger companies.
The report says that smaller
businesses also see less value
and need for accounting
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▼ Tariff tangle

Brazil is accused of
using taxes and charges
to discriminate against
foreign auto and IT
companies

WTO dispute triggered on Brazil tax discrimination claim
Japan has initiated a disputes proceeding at the World Trade Organisation (WTO), accusing
Brazil of breaking global trading rules by imposing a higher tax burden on the sale of
imported goods than on domestically produced goods, and helping Brazilian exporters with
export subsidies. More information at bit.ly/WTO-brazil.

data and tend to believe that
they are saddled with greater
administrative burdens than
those faced by big companies.
However, the report –
written by EY – says microsized companies really need ‘a
profit and loss account and a
balance sheet’, despite having
no legal obligation to prepare
financial statements.
More at bit.ly/SMEs-guide.

OECD
Financial info exchange
The Organisation for
Economic Cooperation and
Development (OECD) has
released three reports to help
governments and financial
institutions implement its
global standard on the
automatic exchange of
financial account information.
A Common Reporting
Standard Implementation
Handbook explains the
operational and transitional
challenges resulting from

staggered implementation,
and aligning procedures with
the US’s Foreign Account Tax
Compliance Act (FATCA).
A second edition of the
OECD’s Offshore Voluntary
Disclosure Programmes
includes new input from
private client advisers.
In addition, a Model
Protocol to the Tax Information
Exchange Agreements (TIEAs)
helps jurisdictions extend
existing such deals to cover
automatic and spontaneous
exchange of tax information.
More information at
bit.ly/OECD-1, bit.ly/OECD-2
and bit.ly/OECD-3.

Austria and the BVI
tax-transparent
Austria and the British Virgin
Islands are now ‘largely
compliant’ with the OECD’s
guidance on tax transparency,
according to the OECD’s
Global Forum on Transparency
and Exchange of Information
for Tax Purposes.

The forum welcomed
reforms implemented by
both jurisdictions. It has,
however, declared that the
Dutch Caribbean island of
Sint Maarten is only ‘partially
compliant’ with OECD tax
transparency guidance.
Go to bit.ly/OECD-forum
for more information.
Keith Nuthall, journalist

UAE
Oil price deregulation
The UAE government’s
decision to deregulate
gasoline and diesel prices
from 1 August 2015 has
attracted mixed reaction
from residents, with most
supporting it as a step in the
right direction.
The Ministry of Energy is
to introduce a new pricing
policy linked to global levels.
It says that taking away the
right of local oil companies to
set prices will make the cost

59

at pumps better reflect low
global oil prices.
A fuel price committee will
monitor the global prices of
gasoline and diesel on a daily
basis and announce the prices
for the following month on the
28th of each month based on
average global prices during
that month.
For example, in August, the
price of Octane 95 (Special),
which is commonly used by
motorists, was set at AED2.14
(US$0.58) per litre, up by
AED0.42 from AED1.72 per
litre previously. Diesel prices
have been reduced from
AED2.90 to AED2.05 per litre.
Energy minister Suhail bin
Mohammed al-Mazroui said
that price deregulation would
help lower fuel consumption
and preserve natural resources
for future generations.
He added that fuel price
changes would not raise
the UAE’s cost of living
significantly, while the fall
in diesel prices would boost
the economy.
‘This will stimulate the
economy, as a lower diesel
price would mean lower
operating costs for a wide
number of vital sectors such as
industry, shipping and cargo
among many others,’ he said.
Rationalisation of fuel
subsidies should encourage
motorists to switch to more
fuel-efficient cars, including
electric and hybrid cars,
and increase the use of
public transport.
It should also encourage
greater investment in public
transport, renewable energy
and energy efficiency.
The UAE is among the
world’s 10 largest oil producers
and is a member of the
Organization of the Petroleum
Exporting Countries (OPEC).
It holds the world’s seventh
largest proven reserves of oil
and gas. ■
Saad Maniar FCCA, managing
partner, Crowe Horwath UAE,
DIFC branch

10/2015 Accounting and Business

INT_T_Update.indd 59

16/09/2015 16:57

60

People | Interview

A cultural revolution

Andreas Wienecke FCCA was brought into ProCura Real Estate Services as CFO to bring
fresh eyes to the running of the company and to effect a cultural transformation
For over 30 years, CEO and
president George Schluessel
worked hard to establish
ProCura Real Estate Services
as a respected and profitable
real estate development
company. But by 2014 the
firm, based in Alberta,
Canada, was in need of
a shake-up.
There were opportunities
for the taking in the region,
driven by low interest rates
and pent-up demand for
residential housing, and if
the company was to capture
them it would need a financial
helmsman who could not
only oversee the financial
management of its diverse
lines of business, but bring
fresh eyes to its day-to-day
management. In February
2014, Schluessel hired Andreas
Wienecke FCCA as CFO
to help guide the company
through what would prove to
be a ‘cultural revolution’.
As its name suggests,
ProCura Real Estate Services
provides diverse residential
and commercial real
estate services, including
development, investment and
asset management, property
management and leasing,

and real estate marketing.
Operating in western Canada
for over three decades, it
has come to be known as
one of the foremost – and
most innovative – real-estate
developers in the region.
Its portfolio of
development projects
extends from large residential
complexes to commercial
builds, in Calgary, Edmonton
and, previously, Vancouver.
After many years of
successful operation in
the region, and against
this backdrop of growing
demand and development
opportunities in the Alberta
residential housing market,
ProCura was on the cusp
of accelerated growth. But
it needed to realign its
corporate culture in a way
that would allow it to capture
new opportunities – more
specifically, to ‘create an
environment of collaboration,
innovation and equity,
to maximise customer
satisfaction and to design
and build quality spaces in a
disciplined manner’.
It was Wienecke the
company chose to help make
this happen. Before joining
ProCura, Wienecke
served as corporate
treasurer and
general manager
‘I wanted to
at MacBain
ensure that
Properties, where
he was responsible
department heads
for all facets of
felt they could call
the organisation’s
the accountants,
financial strategy,
planning, financing
finance manager
and accounting.
or controller and
In the corporate
treasurer role, he
deal with issues’
led a corporate
financing drive

worth in excess of C$300m
that contributed to a 600%
increase in growth at MacBain.
Earlier, Wienecke held
a broad range of senior
management roles at finance
group Sanjel Corporation,
including corporate controller,
project manager and manager
of finance for the North
American region. During his
tenure at Sanjel, he led the
group to 400% growth by
establishing strong controls
and financial discipline.

The challenge
This wide experience,
combined with the ability to
effect organisational change,
came at a critical time for
ProCura. As Wienecke says,
the Calgary market had been
growing steadily for 20 years,
mostly in residential housing.
‘The housing prices in Calgary
have gone up tremendously to
around the C$500,000 range,’
he notes. ‘And we still have
net migration coming into
Alberta of around 70,000 per
year. However, a lot of the
younger people – millennials
– and people in general have
a hard time putting down 5%
or 10% on a C$500,000 house,’
he explains.
At the same time, he says,
residential rentals are between
40 and 50 years old. The
vacancy rate for residential
housing is about 1.5% in
Edmonton and less than 1%
in Calgary. ‘So there’s nothing
available, and what is available
is not very appealing. It lacks
the amenities that people
are looking for,’ he adds.
‘That’s where we see a lot of
opportunity going forward.’
Meanwhile, the dayto-day functioning of the

company was not as efficient
or effective as it could be.
Communication silos existed
that prevented the sharing
of critical information and
much of the information that
was shared wasn’t ‘decision
useful’. ‘Our finance team is
in Calgary and our property
management office is in
Edmonton, so I would see a
lot of emails going back and
forth,’ explains Wienecke. ‘We
needed to change the way
people interacted to better
leverage knowledge across the
entire company.’
Together with CEO
Schluessel, Wienecke
designed a roadmap that
would transform the company
into a more collaborative, yet
disciplined, organisation.

Getting it done
‘My strategy for cultural
change was all about
team building, opening
communications, improving
management information,
and creating a process of
accountability and control,’
says Wienecke. One of the
things he looked at first was
interpersonal relationships.
‘Rather than sending emails
back and forth, I encouraged
people to pick up the
phone,’ he notes. ‘I wanted
to ensure that department
heads felt they could call the
accountants, finance manager
or controller, and deal with any
issues right on the spot.’
Wienecke also encouraged
people from various
departments to learn about
each other and ask questions.
‘I wanted to know how the
finance department could
better support the rest of the
company with relevant and

»
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‘Establish an environment that
allows you to provide good
management insight and analysis
to support the CEO. It’s not
just about giving the CEO the
numbers; you’ve got to be able
to give recommendations on your
analysis, and do that with integrity.’

Tips

‘CFOs can set the tone for the company, and certainly
for the finance team. They set the tone in terms
of cost management, and in hitting departmental
and budget numbers. They’re also the voice of the
company with the lenders and the investors.’
‘The CFO should understand the importance of open
lines of communication.’
‘You’ve got to hire the right people to fit into the
culture. If you’re results driven, you’ve got to hire
results-driven people.’

decision-useful information,’
he says. ‘It was also important
to me to instil a culture where
feedback of all sorts was
welcome. I don’t want people
to tell me what I want to hear;
I want people to tell me what
I need to hear. Finance isn’t
everything. When we get
together and start sharing
information, we tend to come
up with many more good
ideas than we do on our own.’

Long-term value
This type of culture can also
build long-term relationships
with external stakeholders,
he notes: ‘I believe successful
companies create long-term
value by effectively partnering
with their stakeholders,
including lenders, investors,
suppliers and tenants. We
want to help our stakeholders
be successful and, in turn, we
will be successful.’

In the past, information
from finance was financially
oriented rather than
management-oriented,
Wienecke explains. He
therefore implemented a
management reporting system
based upon a ‘red light, green
light, yellow light’ concept
that would allow the analysis
of critical management
information, not previously
collected. ‘This helped us
understand when and where
potential problems would
arise, and allowed us to tackle
them together as a team,’
he says.
At the same time, Wienecke
recognised a need to build
in key performance measures
into specific projects, as well as
a more rigorous approach to
ensuring tasks were assigned
to, and carried out by, specific
individuals. He says: ‘We’re
currently in the process of
looking at everybody’s work
plans. We set the objectives
for the year. I sit down with
each of the department
heads and go through the
objectives and then those
department managers sit
down with their team and
review the objectives, and
consider how they can

contribute to achieving the
overall objective.’
The cultural change
at ProCura is an ongoing
process, but over the past year
the company has undergone
a transformation. ‘Today
we have a culture that is a
lot more collaborative, and
more results focused,’ says
Wienecke. ‘In the past, there
was minimal collaboration,
with little emphasis on
results, and things weren’t
measured effectively, other
than generating monthly
financial reports. Now
performance is measured
and everybody knows what
their deadlines are. Through
this process we’re getting a
better understanding of how
much our departments have
to rely on each other to meet
their objectives.’
The result has been much
greater insight into the
costs and benefits of each
project, which has allowed
management to make better
and more informed decisions.
‘In the past, when we created
the proformas for our projects,
the finance team would put
the numbers together. Those
numbers were good,’ says
Wienecke, ‘but we knew that
if the numbers came directly
from the development teams,
they would be better. Now
we engage the development
team as partners when we’re
setting up our proformas.
‘On the cost side, they
provide their forecast of
the market and do the cost
analysis on a new project.
They’ll also include the
property management and
leasing team much earlier
in the budgeting process to
better forecast revenues and
expenses. So we’re getting
both the revenue numbers
and the cost numbers as
key inputs, and that’s been
quite successful.’ ■
Ramona Dzinkowski,
economist and business
journalist
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Celebrating 50 years

This year is the 50th anniversary of the Certified Accountants Women’s Society, set up by
female ACCA members to support each other and encourage women into the profession
The Certified Accountants
Women’s Society (CAWS)
was established 50 years
ago this year, at a meeting in
Bedford Square, London.
At that time the proportion
of women members was no
more than 3% out of a total
UK and overseas membership
of 11,000.
Among those early
members were Anona Gibbs,
Muriel Temkin, Winifred
Rowlands, Joyce Gold, Joan
Denly and Ruth Mainland.
But the driving force behind
CAWS was Vera di Palma, who
later became the first female
ACCA council member and
then president. She was also

um

awarded the Order of the
British Empire. Di Palma died
aged 83 earlier this year.
Commenting on the
society in a past interview,
she said: ‘Back then there
still weren’t many women
in the profession, and girls
weren’t encouraged to
consider it at school, so it
was helpful to have a group
through which female ACCA
members could support
each other and encourage
the next generation of
female accountants.’
One of the society’s
objectives was to provide
opportunities for women
members to meet their peers

for professional and social
purposes and a medium for
them to express their views.
‘How far-sighted was that
group back in 1965 in creating
CAWS?’, said former ACCA
president Gill Ball. ‘Without
a doubt it was the genesis
for successful careers in the
accountancy profession for
many women. Moyra Kedslie
and I have followed since,
and Alexandra Chin takes
office this month – all of us
elected without any of the
prejudices of those early
days. The gender mix of the
profession is now far more
balanced and we have CAWS,
the ambition of Vera di Palma

and ACCA to thank most
heartily for that.’
ACCA’s new president
Alexandra Chin also praised
the groundwork laid down
by CAWS: ‘I think Vera
and her colleagues were
well ahead of their time in
establishing this network.
Vera understood the need
for role models and mentors
to encourage women to
become accountants. She
was also ahead of her time in
the belief that the profession
needs to visit schools and
talk about accountancy as a
career. I see this advocacy as
being just as important now
as it was 50 years ago.’ ■
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Boards with balance

With Canada aiming to raise female representation on boards to a minimum of 30% by
2019, a series of roundtables has been considering the issues. Pamela Jeffery reports
Between October 2014 and
March 2015, the Canadian
Board Diversity Council
(CBDC) and ACCA hosted
roundtables for senior finance
professionals in Vancouver,
Calgary and Toronto.
The discussions were frank,
wide-ranging and timely, given
the new ‘comply or explain’
annual reporting requirement
adopted last year in Canada
by seven provinces and two
territories – Alberta and
British Columbia are the only
provinces that have opted not
to go with the initiative.
The first proxy circulars
published earlier this year
indicate whether or not
companies have adopted

written policies and
targets to increase female
representation, report the
number of women they
currently have in director and
executive officer positions,
and describe how the board is
renewed and how women fit
into the selection process. If
they don’t do this, they have to
explain why they don’t.
Comply or explain
complements the national
government’s goal of raising
the representation of women
on boards to 30% by 2019.
That goal uses a globally
accepted baseline for the
proportion of women required
to have a positive impact on
board decision-making.

Studies from, among
others, Catalyst, Deloitte, EY,
Credit Suisse and McKinsey
consistently reveal that with
a critical mass of women in
senior leadership positions,
companies perform better,
thanks to the introduction
of new perspectives,
more rigorous debate and
innovative thinking.
McKinsey has gone so
far as to clearly identify the
leadership traits and behaviour
that set women apart from
men. It continues to call
for more diversity among
decision-makers.
As it stands, the countries
that lead in gender diversity
at board level are largely in

Europe. According to the 2014
Catalyst census of women
board directors, Canada
ranked ninth at 20.8% female
representation on boards;
Norway (35.5%), Finland
(29.9%) and France (29.7%)
occupy the top three spots.
The European Commission
is pushing even further with
proposed legislation to have
40% female representation
on public company boards by
2020; 2018 for state boards.
ACCA and the
Commonwealth Business
Council have joined that push
with their joint report, Paving
the way to opportunities:
women in leadership across
the Commonwealth.

▼ A sea-change

Gender diversity initiatives are gathering pace globally,
with women in leadership positions seen as a key objective
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According to the report:
‘The benefits of gender
diversity present a compelling
case for boards to recruit
from a much broader talent
pool, thereby widening the
mix of experience, skills and
perspectives when making
decisions. This requires
building a critical mass
of potential recruits and
successful women on boards.
‘As women constitute half
of the workforce, the obvious
question is how can boards
operate effectively if their
recruitment is restricted to only
one half of the population?’
Indeed. That’s why Morgan
Stanley launched its Parity
Portfolio investment fund – it
invests only in companies with
three or more women on their
boards of directors.
Canada’s public companies
have a lot of ground to cover –
and soon. With 40% of current
board members 65 or older,
and many preparing to retire,
a sea-change is taking place.
At the same time, boards are
looking for new ideas and
strong leadership. Gone are
the days of directorship as
a reward for who you know.
In 2015, being a corporate
director is a real job with
real accountability. These
were all strong themes in the
roundtable discussions.
The urgency to increase
boardroom diversity has
gained momentum since the
2008-09 global financial crisis,
which highlighted the need
for enhanced governance,
efficacy and competence at
the board level. Shareholders
are demanding more from
businesses, boards and
nominating committees.
Global research from ACCA
– 45% of whose members are
women, and which was the
first accountancy body to have
a female president – reveals
that women in finance have a
distinct advantage over other
non-finance board candidates
because of this heightened
focus. This goes beyond

65

that raises the profile of
technical expertise
women in senior leadership
and includes the
positions. The fact is that
analytical training,
It’s not a numbers
one in five board positions
stewardship and
game. It’s about
is filled with the help of
governance that
search firms; 80% are not.
goes hand in
developing boardVisibility is critical. There is
hand with the
ready candidates
no shortage of qualified,
CFO position.
and having
skilled women candidates but
Another
too often they are removed
roundtable theme
them
speak
up
from consideration because
was that everyone
and promote
they aren’t on the radar of
– corporations,
nominating committees.
recruiters and
themselves
It may be time to take as
women – has a
a model the Rooney Rule in
role to play in
American football’s National
increasing board
Football League (NFL), which
diversity. It’s not a numbers
database of diverse, qualified
requires every NFL team to
game. It’s about developing
candidates for board positions
interview at least one minority
and finding board-ready
in Canada’s largest 500
candidate to fill their head
candidates and having them
organisations. Each year the
coach positions.
speak up and promote
council adds 50 board-ready
Spearheaded by Pittsburgh
themselves to their networks,
candidates to the database,
Steelers owner Dan Rooney,
recruiters and board members
called Diversity 50, to help
the rule was formulated in
they may know.
corporations find board
2003. Prior to its introduction,
All the corporate
members with the knowledge,
there had been six black NFL
directors invited to speak
skills and credentials to be
head coaches throughout the
at the roundtables stressed
effective directors. To date,
80-year history of the league,
the importance of training,
Diversity 50 has facilitated 18
such as certification from
corporate board appointments even though 67% of players
were African Americans. In
the Institute of Corporate
(15 to FP 500 companies
the 12 years since the Rooney
Directors or CBDC’s Get on
and three to Fortune 500
Rule came into force, 13
Board governance education
companies).
coaches from diverse ethnic
programme, and making their
The Paving the way report
backgrounds have been hired.
board aspirations known. They
also recommends the creation
It’s a start. ■
also noted the importance of
of a database of board-ready
seeking sponsors and having
and board-potential women
Pamela Jeffery is the founder
someone advocate on a
that spans industries and
of Canadian Board Diversity
candidate’s behalf.
sectors and includes female
Council (CBDC). With 57
From an organisational
entrepreneurs. To quote
member organisations, CBDC
standpoint, the selection
the report: ‘National and
is the leading Canadian
process has to change. How
international networks can
organisation advancing
directors are recruited is a
be used to identify women
diversity on Canada’s
critical element in creating
with high potential and those
boards in order to help
more diverse boards. At this
ready for board positions. As
drive increased shareholder
point, that process comes
the networks grow they will
value through strengthened
down to name recognition
provide a rich source of talent
corporate governance.
more than capability. As a
for recruitment, enabling
result, there are many celebrity
greater access for headhunters This article was a special
feature published on the
directors in high demand,
and executives.’
Financial Post website on the
making it that much more
Another key report
Executive Women Channel on
difficult for new candidates
recommendation is the
Wednesday 10 June 2015
to land that all-important
creation of a media strategy
first directorship.
For more information:
CBDC argues that
companies should recruit
Read Paving the way to opportunities: women in leadership
directors by conducting a
across the Commonwealth at www.accaglobal.com/ab/247
skills gap analysis and putting
together a pool of diverse
www.cbdc.ca
candidates with the right
profile. To strengthen that
www.wxnetwork.com
pool, in 2012 CBDC created a
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Employability
Membership improves
earning power and job
prospects on a global
scale.
Influence and
representation
Members play key
roles in representing
and developing the
profession, backed by
cutting-edge research.
Knowledge and
connections
Keep up to date with
our publications and
social media feeds. Our
events let you network
with a large peer group.
Personal development
CPD, training and career
progression support.
ACCA Careers
Our careers portal gives
guidance and lists job
vacancies worldwide.
Customer care
Fast and efficient
support around the
clock, by phone, email
and webchat.
Go to www.accaglobal.
com/memberbenefits

Confidence drops

The global economy is facing volatility and major readjustments,
according to the latest global survey of finance professionals
The second quarter of
2015 saw an abortive
rise in oil prices, several
expected and unexpected
rate cuts by central banks,
a rebound in Western
consumer sentiment and a
stock market crash in China.
These events led to business
confidence levelling off in
the second quarter of 2015
following six months of
improvement, according to
the latest Global Economic
Conditions Survey by
ACCA and IMA (Institute of
Management Accountants).
The slowing in confidence
can be traced to the world’s
largest economies; many
businesses in the US were
affected by severe winter
storms, port disruptions and
a strong dollar, while those
in China faced a cooling
economy in the first quarter
and over-heating stock
markets in the second.
Of these factors, China’s
economic slowdown and
accompanying shift from
investment to consumptiondriven growth will have the
greatest long-term impact
on global trade patterns,
hitting the world’s major
commodity exporters
particularly hard.
Nearly half of those
surveyed expected to see
government spending increase
over the next five years; 35%
expected a decrease. The
survey also shows that firms
remain quick to cut staff
when faced with uncertainty.
In the past quarter, 41% of
businesses have cut staff or
ceased recruitment – nearly
twice the number that have
increased levels over the
same period.

◄ China crisis

China’s economic
slowdown will have
a major long-term
impact on global
trading conditions

The major global concern
was a rise in costs, with 46%
of respondents worried about
the impact, while foreign
exchange movements were
cited as a problem by around
a third of larger businesses
that have crossborder
supply chains.
But there was significant
regional variation in the
relationship between
confidence in the economic
outlook and willingness to
take on new staff. In North
America, the number of
firms creating new jobs
was actually greater than
those expressing more
confidence in the economy.
But in South Asia and Africa,
by contrast, relatively high
confidence had yet to
translate into new investments

in people. This may reflect
a degree of uncertainty
about the sustainability of
business growth in regions
that still face numerous
internal challenges and
external vulnerabilities.
Faye Chua, ACCA’s head of
business insights, said: ‘Since
the global financial crisis of
2008, China has been viewed
as the engine of the world’s
economy. Yet with more sturdy
fundamentals re-emerging in
the US and Western Europe,
the role of Western consumers
in driving demand is coming
back to the fore.’ ■
For more information:
Read the full report at
www.accaglobal.com/
ab/244
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