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Welcome

Welcome
Sport, slump and scandal
As I write this, the Euro 2016
football championships are
under way and there’s much
in the news anticipating
August’s Olympic and
Paralympic Games in Rio de Janeiro, Brazil. It’s undoubtedly
a global sporting feast, but it isn’t without its controversies,
all of which are reflected in our coverage of the Games in this
month’s issue (page 16).
Since it was awarded the Games back in 2009, Brazil’s
economy has gone from boom to bust, the country’s president
Dilma Rousseff has been stripped of her presidential duties for
six months, and a group of doctors has called for the Games to
be postponed because of the Zika virus. Meanwhile the doping
scandal surrounding some elite athletes from Russia and other
countries has cast a shadow over the events – you can read how
this has affected Kenya on page 21.
As we were going to press, the EU ‘in or out’ referendum in
the UK was taking place, accompanied by much debate about
the pros and cons of membership. Whatever the outcome, we
live in a globalised world, and this is no better illustrated than in
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the journeys of ACCA members. We interview Pakistan national
Moazam Shah FCCA beginning on page 12. He has worked
around the world and is now based in Saudi Arabia in his role
as CFO for a key Saudi conglomerate. On page 57 we talk to
Irish-born Stephen Smyth ACCA, who is working to achieve
global connectivity for his company Brookfield Financial, based
in Toronto, Canada.
Meanwhile, the nascent accountancy profession in Myanmar
is set for a boost as the country’s transition to democracy brings
with it reform of financial reporting and sector regulation. There
are now 47 ACCA-qualified accountants in Myanmar. Read our
article on page 54.
Continuing our series of articles on the launch of ACCA’s
‘Professional accountants – the future’ campaign, we explore
the trends most likely to shape six areas of the accountancy
profession over the next decade. In this issue, we look at audit
and assurance on page 36 and corporate reporting on page
38. Find out more on the future professional accountant at
accaglobal.com/thefuture.
Lesley Bolton, international editor, lesley.bolton@accaglobal.com
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News | Pictures

► Google searched
Investigators raided
Google’s offices in Paris
in a major escalation of
France’s long-running
enquiry into the internet
company’s tax affairs.
See also page 8

▲ Bye bye Banksy

Artist Pure Evil’s birthday
tribute to the Queen
has replaced Banksy’s
Lab Rat in UHY Hacker
Young’s London office.
Lab Rat is temporarily
on show in Rome

▼ Clinton clinches it
Hillary Clinton celebrates
winning the Democratic
Party presidential
nomination at a victory
party in Brooklyn,
New York

▲ High and dry

As the River Seine rose
to record levels, boxes
of valuable artworks
were moved from the
basement of the Louvre
in Paris to protect them
from the flooding
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Pictures | News

◄ Master class

Actor Angelina Jolie will
be a visiting professor
on a new master’s course
run by the London
School of Economics’
Centre for Women,
Peace and Security

▼ Ponzi payout

More than 25,000
victims of convicted
fraudster Bernard
Madoff’s Ponzi scheme
are now eligible for
compensation from a
US$4bn fund

▼ Deep connection
The world’s longest and
deepest rail tunnel has
opened in Switzerland,
providing a high-speed
rail link under the Swiss
Alps between northern
and southern Europe
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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
Raid on Google Paris
French police raided
Google’s Paris office as part
of an investigation. Some
reports have suggested that
France may seek payment
of up to €1.6bn in taxes.
The Direction Générale des
Finances Publiques said:
‘The investigation is aimed at
finding out whether Google
Ireland Ltd is permanently
established in France and
if, by not declaring some of
its activity on French soil, it
has failed to meet its fiscal
obligations, in particular
with regard to corporation
tax and value added tax.’
A spokesman for Google
responded: ‘We comply

with the tax law in France,
as in every other country in
which we operate. We are
cooperating fully with the
authorities in Paris to answer
their questions, as always.’

Call for more depth
Annual reports should be more
focused on in-depth strategy,
backed by operational key
performance indicators
(KPIs), to enable investors
to take a longer-term view,
concludes KPMG’s second
annual Survey of Business
Reporting. At present, says
the report, companies look at
short-term financial objectives,
which leaves significant gaps
in the information reported

to investors. ’Financial
information is not the only
data that matters to investors,’
says Mark Vaessen, global
head of International Financial
Reporting Standards (IFRS)
at KPMG International.
‘When evaluating a company,
investors also need to be
able to assess the health
of a business, its growth
potential and the long-term
sustainability of its earnings.’

EU adopts CbC reporting
An EU directive implementing
country-by-country (CbC)
reporting for multinational
corporations has been adopted
by the European Council.
The directive also mandates
member states to be involved
in automatic exchange of
related tax information. The
amended accounting directive
will apply to companies with
total consolidated group
revenues of €750m or more,
which will be required to report
information on revenues,
profits, taxes paid, capital,
earnings, tangible assets and
the number of employees.

Regulatory surge

South Korea benefits from IFRS
South Korean businesses have benefited from the adoption
of IFRS, according to research by the Korean Accounting
Institute published by the Korean Accounting Standards
Board. Since the country’s introduction of IFRS in 2011,
foreign investment has risen substantially because of the
higher quality of financial information. Hans Hoogervorst,
International Accounting Standards Board chairman, said:
‘There is now empirical evidence to show that IFRS adoption
has made Korean firms more attractive to overseas investors,
to whom they can now communicate with transparency and
efficiency through a global financial reporting language.’

There has been a global surge
in the regulatory requirements
imposed on corporate
reporting, in particular
relating to environmental,
social and governance (ESG)
performance, according to
the report Carrots & Sticks:
Global trends in sustainability
reporting regulation and
policy, published jointly by
KPMG, GRI and the Centre
for Corporate Governance. Its
research identified almost 400
regulations, guidelines, codes
of conduct, frameworks and
other reporting instruments –

both mandatory and voluntary
– across 64 countries. Previous
research in 2013 identified 180
instruments across 44 countries.
See also Comment, page 20.

Reporting weaker
Sustainability reporting is
failing to fulfil its potential,
argues the study Mapping
the sustainability reporting
landscape: Lost in the right
direction from ACCA and the
Climate Disclosure Standards
Board (CDSB). It suggests
that fragmentation of the
discipline is weakening its
impact. Lois Guthrie, CDSB’s
founding director, said that
despite there being a ‘new
order of corporate reporting,
which is radically different from
the practices of the past....
we still lack an agreed way of
describing the components of
sustainability reporting’.

Allinial/IAPA to merge
Allinial Global and IAPA
International have signed
a letter of intent to merge,
potentially creating an
association of 300 member
firms in 79 countries, with total
fee income over US$2.6bn,
making it the world’s thirdlargest association of
independent accounting
and consulting firms. Allinial
is headquartered in the US,
while IAPA is based in the
UK. Merger details are being
negotiated by Allinial president
and CEO Terry Snyder and
IAPA CEO Stephen Hamlet.

Merger scrapped
Another merger inspired by
the prospect of a tax inversion
has been abandoned as a
result of deterrent action
by the US government. A
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US$8bn proposed deal
between fertiliser giants
CF Industries of the US and
OCI of the Netherlands has
been scrapped. Tony Will,
chief executive of CF, said:
‘Although the original deal
created significant value for
both parties, changes in the
regulatory and commercial
environments forced us to reevaluate the combination.’

Diversity boosts pay
CEOs of corporations with
more women on their boards
are on average paid more,
according to analysis by US
remuneration research firm
Equilar. Companies with
greater gender diversity in
the boardroom typically pay
their chief executives 15%
more. Commentators have
offered varying interpretations
of the reasons: bigger, more
successful companies may
have more women on their
boards; female directors may
drive better performance;

or women may offer less
resistance to higher executive
pay because they are under
more pressure to conform.

Rich clients switch
An increasing number of
wealthy clients are willing
to switch wealth managers,
according a report from EY.
Practitioners need to improve
their use of technology,
meet client expectations,
increase transparency and
provide support across more
channels, if they are to keep
their clients, says the firm. The
vast majority of clients have
relationships with multiple
wealth managers, finds the
study, The experience factor:
the new growth engine in
wealth management.

Valuations course launch
A new, online Certificate in
Business Valuations course
has been launched by ACCA
in partnership with French
accountancy body CSOEC

(Conseil Supérieur de l’Ordre
des Experts-Comptables). The
course is globally accessible,
and available in both English
and French. It takes around 20
hours to complete. Dr Mary
Bishop, ACCA’s director of
learning and transparency,
said: ‘Business valuation is
a growth area for finance
professionals and especially
for accountancy practitioners.’
For more information visit:
accaglobal.com/certbv.

No tax warning
People using the ‘sharing
economy’ are not being given
information from their platform
providers warning them of their
tax liabilities, warns a report
from the Kogod Tax Policy
Center at American University
in Washington DC. The study
surveyed 40,000 members
of the National Association
for the Self-Employed and
received responses from 518
people who provide services
through sharing economy

9

platforms. Respondents
said they do not receive
information relevant to their
tax obligations from platforms.
More than 2.5 million taxpayers
in the US alone are engaged in
the sharing economy and may
be unknowingly generating
tax liabilities.

Europe leads on BEPS
Europe is leading the way
with BEPS-inspired tax reform,
concludes EY’s Outlook for
global tax policy in 2016. But
despite moves to formalise
global tax reform, the report
says many other jurisdictions
are reducing corporate income
tax and rates. The majority of
governments have yet to begin
implementation of most of the
15 BEPS recommendations.
The majority of the agreed
transfer-pricing changes
relate to new legislation to
implement country-by-country
reporting requirements, says
EY. See also OECD forum
report, page 52.
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African growth slows

grow at rates above the global
average and it will remain the
world’s second-fastest-growing
region for the foreseeable
future, behind emerging Asia.

Economic growth in Africa
has slowed, warns EY’s 2016
Africa attractiveness survey.
The International Monetary
Fund’s growth projection for
2016 has been halved from the
6.1% forecast last year to the
latest projection of just 3%.
Factors behind the slowdown
include weakness in emerging
markets, the rebalancing of
China’s economy, stagnation in
developed economies, lower
commodity prices and higher
borrowing costs. However,
two-thirds of sub-Saharan
African economies continue to

GCC to privatise?
Gulf Cooperation Council
(GCC) governments should
look to private investment in
place of government funding
for its programmes, Deloitte
has warned. ‘Spending in the
region will need to be better
prioritised in order to ensure
it meets social and economic
development,’ said Cynthia
Corby, audit partner and

Hong Kong tops competitive league
Hong Kong has replaced the US as the world’s most
competitive nation, according to the annual analysis by the
IMD World Competitiveness Center – a research group
within the IMD business school. Of the large European
nations, Germany, in 12th place, fares best, followed by
the UK at 18 and France at 22. Qatar, in 13th place, is the
most competitive nation in the Middle East, ahead of the
UAE at 15. The IMD says that the common pattern among
all the countries in the top 20 is their focus on businessfriendly regulation, physical and intangible infrastructure
and inclusive institutions.

2016

2015

1

China Hong Kong

2

2

Switzerland

4

3

US

1

4

Singapore

3

5

Sweden

9

6

Denmark

8

7

Ireland

16

8

Netherlands

15

9

Norway

7

10

Canada

5

Increase on previous year

Middle East infrastructure
and capital projects leader
at Deloitte. ‘Governments
will have to seek privatesector involvement, innovate
and find alternative funding
sources to fund their project
requirements.’ There is
growing interest in publicprivate partnerships across the
GCC nations to compensate
for lost oil revenues.

New head at EFRAG
Jean-Paul Gauzès is the new
president of the European
Financial Reporting Advisory
Group (EFRAG), which
provides technical advice to
the European Commission on
IFRSs. His appointment follows
calls from some MEPs for the
commission and Parliament to
be more critical of IFRSs and
the International Accounting
Standards Board (IASB).
Gauzès has been an MEP since
2004 for France’s Union pour un
Mouvement Populaire, which
is aligned to the European’s
People’s Party grouping of
Christian Democrats.

Call for simpler standards
Accounting standards for
financial instruments should be
less complex, say a committee
of MEPs. They also argued
for clarity and consistency in
the application of valuation
standards and greater
certainty in the balance sheet
treatment of assets to avoid
off-balance sheet accounting.
The MEPs called for improved
governance for the IFRS
Foundation and for EFRAG ‘to
examine as soon as possible
whether accounting standards
allow tax fraud and tax
avoidance and to make all the
necessary changes to correct
and prevent potential abuse’.

+1
+2
-2
-1
+4
+2
+9
+7

Call for diverse finance

-2
-5
Decrease on previous year

Diverse funding sources are
needed if the least developed
countries are to meet their
development goals, says the
UN Development Programme
administrator and former New

Zealand prime minister Helen
Clark. Poorer countries can
find it difficult to attract and
sustain private investment
because it is seen as high risk,
says Clark. Aid programmes
do not supply sufficient finance
to meet the Sustainable
Development Goals, she
explained, yet many countries
are heavily reliant on these
sources of funding. Loans that
are counter-cyclical or linked
to GDP outcomes can be
important, she suggests.

Crowe Horwath grows
Crowe Horwath has grown
its Australian network by
persuading the Queensland
office of Moore Stephens to
defect. Spiro Paule, CEO of
Findex – which owns Crowe
Horwath’s operations in
Australia and New Zealand –
said: ‘Crowe Horwath already
has the largest geographic
footprint nationally in the
accounting sector and the
addition of the seven Moore
Stephens offices will be
valuable to our network.’
Moore Stephens’ Adelaide
office recently moved to
Pitcher Partners.

Shareholders disengaged
There has been an increase
in shareholder activism,
South African companies’
remuneration committees
believe, according to a survey
conducted by EY. But, with
less than half of remuneration
committees reporting that
they are actively engaging
with shareholders, there
is a disconnect between
investors and remuneration
committees, warns EY’s fourth
Remuneration Governance
Survey. Ray Harraway,
EY’s reward leader for
Africa, expressed surprise
that ‘less than half of the
remuneration committees
proactively engage with their
shareholders’. ■
Compiled by Paul Gosling,
journalist
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‘My job is not just
engendering a
cost-conscious
culture but
helping business
improve the top
line as well’
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International outlook

Award-winning CFO Moazam Shah FCCA describes the challenges of working for a key
conglomerate in Saudi Arabia in the current economic climate

I

t gets exceedingly hot in Riyadh in the summer, with
the mercury rarely falling below 40oC, but that does
not deter Moazam Shah FCCA from going for his
evening run around the residential compound where he
lives with his family.
After six years in Saudi Arabia, Pakistani national Shah
has acclimatised to exercising in extreme heat. ‘It’s a time
for myself, to catch up on my thoughts,’ he says. ‘My
measure of success in life is my ability to juggle a lot of balls
at the same time without letting one drop. I’ve a very highintensity professional life. No matter how hard I try to switch
my mind off from work, it affects my personal life; swimming
and running help.’
Shah jokes that, over the past three years, half of his hair
has gone grey. ‘It has been a rollercoaster ride,’ he says,
describing the myriad initiatives he has dealt with in that time,
from successfully dealing with a corporate turnaround situation
to leading a complex business transformation process, from
restructuring the finance function to concluding a mergers and
acquisitions (M&A) transaction, from partnering with business
in identifying areas of diversification, to raising funds for
expansion projects.
In 2015, Shah became the CFO of Al Zamil Industry, Trade
& Transport, a Saudi conglomerate headquartered in Riyadh.
He joined at a difficult time in the kingdom, in the immediate
wake of the plunge in oil prices; more than 80% of government
revenue came from oil in 2015.
‘My job is not just engendering a cost-conscious culture
but helping business improve the top line as well,’ Shah says.
‘Recently, we have gone for diversification within the company’s
product portfolio to mitigate the economic and political risks,
not just in Saudi Arabia but the rest of the Gulf, too, as due to
the dip in the oil price the local construction-related industry has
also been affected,’ he says.
When Shah joined Al Zamil, the company was going through
a major restructuring, making it challenging for the board to
oversee the day-to-day operations of the business. Shah was
given the opportunity to step up from his CFO role and to
work as a bridge between the operational management of the
business and the shareholders.
‘In my extended role, which stretched well beyond the
traditional CFO role, I was managing the expectations
of a high-profile board of directors by being actively
involved in restructuring key positions in the organisational
structure of group companies, team building at divisional
level, talent identification, and effectively managing the

2015

CFO, Al Zamil Industry, Trade &
Transport. CFO of the Year 2015
(Annual Middle East CFO Alliance
Awards); distinction, Revolutionary
CFO of the Year 2015 (Annual MENA
CFO Awards, Naseba)

CV

2012

CFO, Gulf Union Foods Company, Riyadh, Saudi Arabia

2009

Group senior manager, Supreme Foods Group, Riyadh

2008

Senior analyst (audit), Deloitte & Touche, Perth, Australia

2007

Audit senior, KPMG, New York

2005

Senior associate, PwC, New York

2004

Audit senior, Hamsun & Hogate chartered accountants,
London, UK

2003

Gained BSc Hons in applied accounting, Oxford Brookes
University, UK

1998

Audit trainee and audit senior, PwC, Karachi, Pakistan

working capital cycle of the business.
‘At the same time, I also built up the finance department
from scratch, structured it in such a way as to align it to the
overall corporate objectives of the group, and set up the key
performance indicators for treasury, financial reporting, and
financial planning and analysis,’ he says.
The effort paid off. Shah won the CFO of the Year Award 2015
at the Annual Middle East CFO Alliance Awards in Dubai, United
Arab Emirates, and received a distinction in the Revolutionary CFO
of the Year 2015 category at the annual MENA CFO Awards,

»
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Al Zamil Industry, Trade &
Transport is a prominent
business conglomerate in the
Kingdom of Saudi Arabia. With
its headquarters in Riyadh, the
company employs more than
1,200 people.

Basics

The company is a one-stop-shop for late-stage
housing development needs, including the
manufacture and distribution of water tanks,
distribution of speciality pumps and pipes,
fabrication of automatic doors, and contracting
and insulation services.
In business for more than 30 years, the company has
invested in state-of-the-art production technology,
acquisitions and signed distribution agreements with
leading European manufacturers.
Al Zamil is backed by leading Saudi-based private
equity firm Jadwa Investment, which holds a 49%
stake in the company.

Life in Saudi Arabia can be a daunting
experience if you are not familiar with
the local language, Arabic. Expats
such as Moazam Shah often find
accommodation in a compound – a
kind of gated-community, he says.
‘There are multiple compounds that
offer facilities like swimming pools and gyms, nurseries
and shops to cater to the needs of non-Arab expats, and
providing an opportunity to mingle and socialise with
people away from home.
‘Accounting and finance gives abundant opportunities
to be recognised as a professional and to travel the
world. And it is financially rewarding as well. For people
aspiring to get into finance, the key message is, they have
to pull up their socks and work very hard. And get an
international qualification.’

Tips

run by Dubai business advisory and facilitation service Naseba.
His successful turnaround of Al Zamil has garnered attention
from the media and event organisers, and seen him invited to
speak at numerous forums in the Gulf Cooperation Council
region and the US. Such recognition is the culmination, so far,
of an 18-year career that started at PwC in Karachi, Pakistan.
Shah comes from a family of doctors, engineers and
academics but wanted to do something different. ‘Accountancy
was one area for me that was completely unexplored,’ he

says. ‘I had no family or connections in the field so the whole
idea of stepping into a new territory probably triggered my
decision.’ He enrolled in professional accountancy and started
as an audit trainee at PwC in Karachi. ‘Over the next four years
it set the foundations of my DNA as a finance professional,’
he says.
After a year as an internal audit manager at a food
manufacturing company in Lahore, Shah wanted to
internationalise his career. He enrolled at ACCA, packed his bags
and went to London to study and work at a firm in Kensington.
‘Coming out of PwC to a small firm was quite a drastic change,
but I took the opportunity to learn something at the international
level and get a foot in the door,’ he says.

Back to the Big Four
Shah soon had his eye on returning to one of the Big Four
accountancy firms. While there were some cultural differences to
overcome, it was less to do with the work ethic than the cultural
mindset, he says. He illustrates this with a story of an interview at
EY in London, where he was met by a man whom he assumed to
be the partner’s assistant.
‘He was very pleasant, walked me to the lift, and we chitchatted on the way,’ Shah recalls. ‘Then he said: “Let me help
you with your coat, and by the way I am the partner interviewing
you.” I was shocked, that he came down to reception and was
then helping me with my coat. This was a big culture shock, but a
pleasant one,’ he says.
While Shah did not opt for a job with EY, he did with PwC as
a senior associate in New York, in 2005: ‘That was a life-changing
experience for me, working among some of the world-class
finance professionals in an office with more than 200 partners
as well as more than 4,000 staff members,’ he says. ‘Gaining
experience at one of the world’s largest professional services
firms meant a lot.’
Three years later, Shah decided to continue travelling and
moved to Australia in 2008, when the global financial crisis
started to loom, to work for Deloitte. The move, however, was
not straightforward; having initially been offered a position in
Melbourne, a spate of redundancies there resulted in his being
sent instead to Perth. ‘I hadn’t finished the two-month probation
period when I was told that as I was the last one in, I was the
easiest to be let go. It was kind of a blip in my career, but I took
it as a challenge. If Australia was not meant to be, that was not a
problem,’ he says.
Shah weighed up his options and saw that the Middle
East had been relatively insulated from the global financial
crisis, especially Saudi Arabia, thanks to its then abundant oil
revenues that were still fuelling an economic boom. He landed
a job as a group senior manager, finance at Supreme Foods
Group, a food manufacturing business in Riyadh. ‘It was my first
time in mainstream finance; that needed some adjustment,’
he says. ‘It was the first time in my career that I was out of the
Western world and the Big Four. It was a 180-degree change,
culturally as well.’
In 2012, he was appointed CFO of the Gulf Union Foods
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Company, a Saudi-based drinks
manufacturer, and was instrumental
in transforming the business digitally
by introducing SAP, a Germanmanufactured enterprise resource
planning application, as a common
technology platform, as well as
implementing business intelligence
tools to facilitate the executive
decision-making process.
He also helped lead the
execution of a major M&A transaction
for the business. It led to his current
job, streamlining and digitalising
the six legal entities under the
conglomerate’s roof.
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environment of the kingdom.
Meanwhile, the Saudi Organization
for Certified Public Accountants is
now moving to adopt International
Financial Reporting Standards (IFRS)
from 2017.
‘I am hoping that financial
reporting will be enhanced with
more transparency for potential
investors due to the transition to
IFRS, whereby auditors will require
more disclosures, more analysis,
and be more accountable,’ Shah
says. ‘To invite capital from foreign
investors requires a heightened level
of transparency.’
He also highlights the need
for there to be more professional
accountants in the kingdom: ‘For ACCA, Saudi Arabia is still
an unexplored and untapped market. By virtue of its large
population, and local and expat financial professionals, it’s a
huge potential market,’ he says.
The challenging regional economic environment is set to
keep Shah busy for the immediate future. ‘I will be evaluating
the economic climate of the region in the next few years,’ he
says. ‘So far I am quite positive, but let’s see. If there’s nothing
exciting to work on, I will move on.’ ■

‘I am hoping
financial reporting
will be enhanced
with more
transparency
for potential
investors with the
transition to IFRS’

Challenging time
It is a challenging time to work for such a key company. With
the Saudi kingdom having allowed oil prices to fall in the face
of burgeoning US shale-based hydrocarbon competition, its
government is now running a deficit. With a barrel trading
below US$50 this May, and with the Saudi government facing
mounting costs, such as its US$6bn-a-month bill for waging war
in Yemen, in April Riyadh went to the markets to borrow capital
for the first time since 1991.
Such a move, and the April announcement of its Vision
2030 programme to move the country away from dependency
on hydrocarbons, will be a force for change in the regulatory

Paul Cochrane, journalist based in Bahrain
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Rio carnival

Since being awarded the 2016 Games in 2009, Brazil’s economic position has changed.
How has it coped with the arrangements in financially restrained times?

W

ith the Rio 2016 Olympic and Paralympic Games
Rio 2016 Olympic and Paralympic Games has been reduced by an
due to start in August, Brazil is hoping that a
estimated US$500m.
financial crisis and a dramatic cost-cutting of the
However, a spokesman for Rio 2016, which gets under way on
Games budget will all be forgotten once the two-week
5 August, maintains that the operating budget, which stands at
festival of sport gets under way.
US$1.85bn, has only been reduced by 10% – closer to US$185m.
During the countdown to the Games, Brazil has been in
Whatever the actual figure – accounts are not made available
perhaps the most vulnerable financial situation of any Olympic
to the public – approximately 80% of the costs will be met by the
host nation in recent history, as well as being plagued by political
state, meaning cuts have been evident across the board.
instability and health problems.
Plans for a temporary, floating 4,000 capacity stand at the
In May, Dilma Rousseff was stripped of her presidential duties
Rodrigo de Freitas Lagoon, which will host the rowing event, have
for up to six months after the Senate voted for an impeachment
been shelved. At the swimming venue in the Olympics Aquatics
trial. In the same month, 150 top scientists wrote to the World
Stadium in Barra, several thousand seats have been slashed, while
Health Organisation asking for the Games to be postponed
the world governing body for sailing was told some time ago that
because of the dengue-like Zika virus,
the bleachers (raised, tiered benches
linked to a surge of birth defects.
for spectators) it wanted have been
However, the WHO responded by
ruled out.
saying there was no public health
Rio 2016 Olympic and
Organisers plan to deploy 60,000
justification for doing this.
security personnel for the Games.
Paralympic Games in numbers
Since Rio de Janeiro won the
The security operation is larger than
Games in 2009, Brazil has gone
Dates 5-21 August (7-18 September,
the 40,000 at the London Games,
from boom to bust. A year after the
Paralympic Games)
but smaller than the 75,000-strong in
Games were awarded, the Brazilian
Sports 42
Athens – at a time when organisers
economy was growing at 7.5%, but
Events 306
were worried about terrorism
by last year it had contracted by
Venues 37
following the 9/11 attacks in New York
3.8%. As a result, numerous reports
Countries competing 206
in 2001. The Rio security operation
suggest the operating budget for the
is expected to cost US$200m,
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EY sponsorship
In 2011, EY signed up to become the first Tier Two sponsor
of the Rio 2016 Olympics and Paralympic Games, as the
official provider of consulting services to the Games.
The firm has donated money to the Rio 2016 organising
committee – no total has been revealed, although senior
officials have described it as of ‘significant value’. EY has
also provided services including advisory and internal audit
work, as well as advice on creating a long-term legacy.
EY has a rich history of working on sporting events in the
country. It was involved in the 2007 Pan American Games
in Rio, an event that laid the foundations for the city’s
successful bid for the Olympic and Paralympic Games.
The firm was also involved in the London 2012
Games, where it was among the firms responsible for the
establishment of the Olympic Delivery Authority (ODA).
In addition it worked on the 1988 Games in Seoul and the
1996 Games in Atlanta.
‘I am pleased to have the support of a leading firm such
as EY across a range of professional services in the buildup to organising excellent Games,’ says Carlos Nuzman,
the president of Rio 2016. ‘The complexity of the Games
cannot be underestimated and will only be managed with
the assistance of first-class partners.’

according to previous estimates from Brazil’s defence ministry.
This compares to the 170,000 security personnel employed and
US$800m spent on security for the 2014 football World Cup.
Athletes’ rooms in the Olympic Village won’t be fitted with
televisions, while sponsor Panasonic has stepped in to give
unprecedented financial help to run the opening and closing
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▲ Sign of the times

Locals sit on a new sign reading ‘Cidade Olimpica’ (Olympic City)
in Rio de Janeiro’s historic port district, which is undergoing a
controversial urban renewal programme ahead of the Games

ceremonies.The operators of the Maracanã stadium, where
the opening and closing ceremonies will be held, have sacked
40 workers – 75% of the total. ‘We are looking into each and
every budget item,’ says Christophe Dubi, Olympic Games
executive director. ‘I think this is setting a new benchmark. The
result is heading in the right direction. The organisers have found
efficiencies, I wouldn’t call it cuts.’

Ticket sales lag
To add to the negative mood around the countdown to the
Games, ticket sales continue to lag. The organisers say there
are 6.6 million tickets available for the Games in total, with just
over 50% of the Olympic tickets and only 15% of the Paralympic
tickets having been sold. Those figures are much lower than for
London at the same point in time. However, Rio organisers point
out that Brazilians do everything at the last minute.
In April, Ricardo Leyser, Brazil’s minister of sport, said he
was working on a plan to boost purchases and stir up more
excitement among Brazilians. ‘There is a perception that the
Brazilian population has not yet woken up to the Games. We
are going to work energetically on this because it’s still not in
people’s heads,’ he says.
‘We need to sound an alert so that people remember this
event and go and buy tickets. Many, many sports are already sold
out. If we had more tickets, we’d have sold more. For the other
sports, we have a campaign.

»
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There was also a raft of protests from angry locals, leading
several brands and marketing agencies to make adjustments,
including increasing staff and security numbers, through to
reviewing transportation plans and evaluating marketing
programmes ahead of this summer’s Games.
As a result, a proposed law defining terrorism may effectively
criminalise any protest movements in the country during the
Games, including those looking to use media attention to
highlight social injustices and push for reforms. The bill would
give authorities the power to arrest and charge people as
‘terrorists’ should any damage result from heated protests.

Cause for optimism
Despite wave after wave of negativity, officials and executives
remain optimistic about the value and potential for the Rio
2016 Olympic and Paralympic Games. London 2012 also
suffered negative press reports before the event began, with
many now believing the London Games were
▲ Paying the price
among the best ever.
A resident of the Vila
Rio will be the first modern Olympiad in
Autodromo favela in Rio
which all of the events (football aside) will take
de Janeiro, which has been
place within the city limits. As the buzz around
demolished to make way
the Games rises, focus is sure to switch from
for the Olympic Park
logistical and economic problems to a carnival of
spectacular sport and the opportunity for many to
▼ Say no to Zika
sample a once-in-a-lifetime experience in one of
Revellers in a street parade
the world’s most romantic sporting cities. ■
raise awareness of the need
to stop the spread of Zika
Alex Miller, journalist

‘Brazilians love to buy tickets at the last
moment. This happened with the World Cup
and other events. I am confident we will have
full stands, and I hope sponsors can give the
tickets they have to their guests.’ Leyser has also
revealed that the government may buy up unsold
tickets, particularly for the Paralympic Games,
and distribute them to schools.
At least there is plenty to cheer on the
commercial front, with more than 700 commercial
contracts signed with 1,272 suppliers. Officials are
also claiming that the sponsorship programme
target of US$1.2bn has been met.
As well as the International Olympic Committee (IOC)
sponsorship strata of 11 worldwide Olympic partners, such as
Coca-Cola, McDonald’s, Samsung and Visa, there are six official
sponsors including Nissan and Brazilian bank Bradesco. CocaCola’s current Olympic sponsorship runs until the 2020 Games
and is estimated to be worth in the region of £33.7m for each
four-year Games cycle. There are also 10 official supporters
including EY, Cisco and Latam Airlines.
A number of big brands are reported to have scaled back
their hospitality plans, however – or are not investing heavily
in Rio 2016 – partially because of the anticipated quality of the
experience that Brazil will offer. Coca-Cola chairman and CEO
Muhtar Kent admits that when the IOC and Fifa selected Rio
and Brazil to host the Olympics and the World Cup respectively,
companies knew there were risks. Clifford Bloxham, Octagon’s
UK head of talent and properties division, says: ‘Some brands will
cut back their hospitality plans for Rio compared to London 2012,
but the levels are still likely to exceed Beijing in 2008. There is a
different level of expectation in an emerging country like Brazil
and that has to be taken into account.’
One source tells Accounting and Business that World Cup
2014 hospitality in Brazil was not a great success, with reports of
heads of state forced to walk through public areas and in close
proximity to the smells from hot-dog stalls.
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Comment | Ramona Dzinkowski

Dazed and confused

With around 400 instruments controlling sustainability reporting around the world, CFOs
are understandably reluctant to grasp the nettle, says Ramona Dzinkowski

Ramona Dzinkowski is a
Canadian economist and
editor-in-chief of
the Sustainable
Accounting Review
While sustainability reporting originally
meant ‘accounting for the environment’
(beginning with estimating contingent
liabilities associated with environmental
damage), its scope has grown
over the past 20 years to embrace
environmental, social, governance (ESG)
reporting, and measuring and reporting
non-financial capitals.
Many arguments have been made
that it is these non-financial elements
that drive a company’s value, creating (or
destroying) capacity. Given the central
role of finance in measuring, reporting
and managing the value of the company,
it seems quite odd to me that more CFOs
aren’t driving the sustainability agendas of
their companies. Most CFOs I’ve spoken
with on the subject, particularly in Canada,
would tend to agree.

Stats from Deloitte (CFOs and
sustainability, 2013) show that less
than half of CFOs (43%) are called on
as a matter of course to help set the
sustainability strategy of the company,
and only 45% are responsible for driving
the execution of that strategy.
While it’s merely a speculation until
further forthcoming research begs the
question, this might reflect a general
lack of interest on the part of corporate
boards, or perhaps tells the tale of the
current confusion around sustainability
measurement and disclosure in general.
As this edition of AB went to press, ACCA
released its latest research Lost in the
right direction, where it describes the
current ESG reporting landscape around
the world, and concludes that it is indeed
a labyrinth.

Earlier this year, KPMG released
its review (Carrots and sticks) of the
sustainability/environmental reporting
landscape. It finds a surge in sustainability
reporting, with roughly 400 different
instruments being applied in 64
countries. They include regulation and
reporting requirements, self-regulation
through specific industry frameworks,
requirements or recommendations for
public reporting on a single topic such
as greenhouse gas emissions, voluntary
standards and guidelines, and standards
on assurance. Small wonder that CFOs are
giving it a miss.
Meanwhile there’s one more to come
for European CFOs. The European
Commission is in the process of inking
the final version of directive 2014/95/EU
on the disclosure of non-financial and
diversity information by certain large
undertakings and groups. The directive
lays down that the companies affected
must include in the management report
a non-financial statement containing
information relating to, as a minimum,
the environment, social and employee
matters, respect for human rights, and
anti-corruption and bribery. The new
disclosure requirements relating to
non-financial information apply to large
public interest entities with more than
500 employees.
The Global Reporting Initiative (GRI)
will also be transforming its G4 guidelines
into GRI standards with new rigour,
while, back in the US, the Sustainability
Accounting Standards Board (SASB)
continues to refine its already well-crafted
standards designed for Securities and
Exchange Commission registrants.
For CFOs attempting to navigate
this landscape, a good starting point is
ACCA’s Lost in the right direction. ■
For more information:
Read ACCA’s Lost in the right
direction report at bit.ly/ACCA-Lost
Read KPMG’s report Carrots and
sticks at bit.ly/KPMG-Carrots
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Alnoor Amlani | Comment

Don’t be dopes

Athletics organisations in Kenya need to clean up their drugs-testing act if they’re not to
be tarred with the same brush as Russia, says Alnoor Amlani
It has been a rocky start for Kenya’s
campaign for the 2016 Olympic and
Paralympic Games in Rio de Janeiro.
The International Olympic Committee
(IOC) has already taken the momentous
decision to suspend Russia’s athletics
federation (a decision under review
as we went to press), one of the
world’s sporting giants, after many
Russian athletes tested positive for
performance enhancing drugs and
allegations of state-sponsored doping.
Russia’s suspension has seen
Kenya scramble into action. Kenya’s
long-distance runners are respected
and honoured around the world, and
Kenyans take great pride in their athletes,
individually and as a nation, but many of
Kenya’s athletes have also tested positive.
Dick Pound, the former World Anti-Doping
Agency (WADA) president, once said it
was ‘pretty clear that there are a lot of
performance enhancing drugs in Kenya’.
Forty Kenyan athletes have tested
positive for drugs use since 2011 and
WADA has been pushing Kenya hard to
make its anti-doping programme comply
with the WADA code. Its suspension of
Kenya’s anti-doping programme in May
was accompanied by a declaration from
the International Association of Athletics
Federations (IAAF) that it was ‘a further
reflection of the IAAF’s concerns about
the level of commitment to anti-doping at
the national level in Kenya’. WADA lifted
its suspension after a new anti-doping
law was approved in a special sitting of
parliament to try to avoid a ban.
Kenya may have satisfied WADA, the
IAAF and the IOC with its new legislation,
but it has further problems to contend
with. The sporting authority for track
and field – Athletics Kenya – has been
troubled by allegations of corruption
and some very public protests by Kenyan
athletes, seeking a change in leadership
in the organisation that represents them.
In March, the New York Times reported
that in 2009 the US sporting goods
manufacturer Nike faced the prospect
of seeing its brand on Kenyan athletes’
shirts being replaced by those of its

Alnoor Amlani FCCA is an
independent consultant
based in East Africa
Chinese rival Li-Ning, a company set
up by the eponymous former Olympics
gymnast. Nike agreed to pay Athletics
Kenya an annual sponsorship of between
US$1.3m and US$1.5m plus a US$100,000
honorarium as well as a one-time
‘commitment bonus’ of US$500,000
to keep its brand on the shirts. The
money was supposed to help train and
support poor Kenyan athletes, but was
withdrawn by three top officials, who were
suspended by the IAAF for six months
at the end of November 2015 following
protests by the athletes when the deal
became public.
The IAAF has kept Kenya on a
monitoring list of countries with doping
problems until the end of the year. It also
says it tests Kenya’s elite athletes more
than those of any other country. Kenya

could face more serious sanctions from
the track body at the end of the year if it
can’t sort out its drug-testing programme.
Although Kenya is allowed to compete
in Rio, its anti-doping programme needed
to be ‘significantly strengthened by the
end of the current year’, the IAAF says.
For the Rio Games, the IOC is
doubling its budget for the pre-Olympic
testing programme, paying special
attention to countries it deems noncompliant, such as Kenya and Mexico. It
will also focus on Morocco and Ethiopia,
which have had their athletes test positive
recently too. ■
For more information:
See article on the Rio Olympic and
Paralympic Games, page 16
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Comment | Alexandra Chin

A century to celebrate

As ACCA opens its 100th office, in Turkey, ACCA president Alexandra Chin reflects on
the long journey to this significant milestone and why it matters to members
While ACCA celebrated its own 100th
anniversary back in 2004, this year we
have another century to celebrate after
opening our 100th office, in Turkey.
When I read this news in the draft of
our latest integrated report (due to be
published in late July), I began reflecting
on how far ACCA has come. Back in 1904,
eight accountants founded the London
Association of Accountants, the forerunner
of ACCA. From just eight to 178,000
members; from one office in London
to 100, covering every major city in the
world, and then some. That is quite an
accomplishment, and a collective journey
to where we are now – the number one
global body for professional accountants.
As we’ve grown, we’ve changed – and
changed the world at the same time. For
example, 1909 saw ACCA’s Ethel Ayres
Purdie become the first woman to belong
to a professional accountancy body. And
what Purdie started, we’ve continued.
Today, 54% of ACCA’s student body
is female. That’s a quarter of a million
ambitious, motivated young women
embarking on a career in business. That is
diversity in action – that is ACCA in action.
Shortly after Purdie joined, in 1913,
ACCA opened an office in South Africa, its
first outside the UK, followed by one in the
country of my birth, Malaysia; just two years
later it was the turn of Singapore. From
1950 onwards, offices sprang up around the
world more and more quickly – Hong Kong,
Zimbabwe, Trinidad and Tobago, Guyana,

Membership can
be a gateway to a
whole new world
of experiences,
achievements
and professional
development

Nigeria and Malawi – right up to this year
when Helen Brand, our chief executive,
opened our newest office in Turkey.
ACCA has always been an organisation
of firsts – thinking ahead in order to stay
ahead. Pioneering is part of our DNA. It
isn’t easy because it means doing things
no one else has ever done. We can all
be immensely proud of being part of a
professional body unafraid to do things
first – often in places where others fear
to tread. Just last month we announced
we will be helping the ministry of finance
in Afghanistan to train 1,000 professional
accountants in the country. I hope and
expect to see an ACCA office opened
there too in the coming years.
These offices are more than just a
number. Membership can be a gateway
to a whole new world of experiences,
achievements and professional – not to

mention personal – development. As
ACCA expands, so we make that journey
possible for more people.
On a day-to-day basis, regional
offices are an invaluable touch-point for
members like me. The people I have met
and the friends I have made through the
office in Malaysia, and the many others
I’ve visited over the 30 years since I
qualified as an ACCA member, have given
me some of my most cherished memories.
Knowing how much value I have taken
from my own local office, I would urge
each and every one of you to engage with
yours as much as you can. All these offices
have been created to better support us –
ACCA’s members and students. Here’s to
the next 100! ■
Alexandra Chin runs her own practice in
Sabah, Malaysia
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The view from

Pradeep Karmacharya FCCA, ex-banker and management
consultant in Kathmandu, Nepal
of those who would cheat or exploit
loopholes. Expectations of auditors are
especially high since foreign aid underpins
a large proportion of economic activity,
and the effect of banking fraud can
spread like a virus before being detected.
Maintaining a disciplined, transparent,
self-regulated business environment is
difficult to achieve in underdeveloped
economies, but it’s certainly achievable in
the long run, and accountants have key
roles to play in getting us there.

Nepal’s banks are tackling a fraud
crisis while struggling to meet hikes
in capital requirements. The central
bank wants financial institutions to build
resilience – a goal shared by everyone, in
principle. But quadrupling total paid-up
capital to Rs8bn (US$74.2m) might prompt
investors to take flight towards sectors
such as real estate, which generate more
immediate profits but don’t contribute
to growth. And all this at a time when
the need to redouble efforts to promote
good governance and secure controls are
preoccupying government and regulators.
Finance professionals are critical for
combating and minimising the risk of
banking fraud. It’s not just enough to
understand the systems and technology
– they also need to stay one step ahead

I’m often asked
why I chose to
come back, but
why wouldn’t I? I
love my country
and I’m glad I’ve
had the chance to
make a difference

Nepal must reduce its economic
dependence on India and capitalise
on its proximity to China. Heavy
dependency on one country is bad for any
nation, and India’s undeclared economic
blockade of Nepal – lifted only a few
months ago – was a notable example.
However, our border with China is far less
accessible, with only a few roads and foot
trails; strengthening relationships with our
northern neighbour is a long-term project.
From an accounting perspective,
helping to diversify the economy,
promoting trade with countries further
afield and making our banks more
competitive globally is important.
While I’ve enjoyed working abroad,
returning to work in Nepal is a deep,
highly personal commitment. I’m often
asked why I chose to come back, but why
wouldn’t I? I love my country and I’m glad
I’ve had the chance to make a difference
through my work in banking and serving
on ACCA’s Nepal Advisory Committee.
I believe every citizen should take
responsibility for helping their country,
but it is an individual decision. Those
who move abroad can still play their
part through the Non-Resident Nepali
Association, which organises business
networking activities and events around
the world that encourage expatriate
investment and raise Nepal’s profile.
However, while the government is right
to try to attract Nepalese professionals
overseas to come home, political stability
and greater security will be critical to
the success of those efforts. ■

Snapshot: metals
For the past few years the metals
sector has been dominated by
the fallout of plummeting steel
prices. At their lowest, global
prices slumped by 50% against
pre-downturn heights. Generally,
this has been caused by an inherent
structural overcapacity and a lack
of international demand. This was
particularly evident during the
recent challenges faced by Tata
Steel and the wider sector in the UK.
There has been an upswing
recently, but this might well be
temporary. When the full effects
of Chinese steel’s recent record
production output hits the
European market, I would expect
prices to drop off again.
A supplementary issue is the
industry’s reliance on blast furnaces.
Because these are prohibitively
expensive to turn off, firms struggle
to moderate their output during a
downturn. It’s this lack of flexibility
that is causing market saturation and
falling prices. One alternative is the
less efficient, but more controllable,
electric arc furnace. Time will tell
if its adoption can help the sector
shake off this slump.
Despite all this, metals
remains a very interesting area to
work in. It requires all-rounders
with commercial, technical and
operational skills, as well as a grasp
of the shifting macroeconomic
environment. A background in
engineering and chemicals is ideal.
Stephen Cooper, partner and head
of industrial manufacturing at KPMG

07/2016 Accounting and Business

INT_YCORP_intro.indd 23

15/06/2016 13:39

24

Corporate | Chief digital officers

New kid on the C-block

A new breed of executive is emerging around the world in response to businesses’ need
to innovate and transform. So who are chief digital officers, and what do they do?
In autumn 2015, the US-based
trend. The report looked at 1,500
and pace of transformation are from one
multinational conglomerate GE
of the world’s largest companies. It
company to another. Flexibility is perhaps
announced that it was creating a new
noted: ‘Large companies are ahead
the single most important success factor
business unit, GE Digital. The digital
of the curve, no doubt due to their
for executives new to the position. CDOs
company is intended to take on IBM
sheer complexity and the greater effort
who can adapt to rapidly changing
and the large analytics players, and
involved in carrying out the necessary
circumstances while staying tightly aligned
become a leader in the industrial
digital transformation.’
with their companies’ business goals will
internet of things. The new business
Companies in Europe are hiring CDOs
be in the best position to lead the way to a
model is headed up by Bill Ruh,
faster than anywhere else, but Bourgeois
full digital transformation.’
formerly GE’s vice president and global
says that the CDO role is still ‘skewed
The CDO is about transforming for
technology director. He now has the
towards the US, with about 75% of the
survival in a digital age. That makes
job title of chief digital officer (CDO).
incidence. However, we’ve witnessed a
it a cross-functional role, overseeing
Ruh has the responsibility – along with
significant uptick in CDO appointments
the transition of operations, sales and
chairman and CEO Jeffrey Immelt – of
in France recently, as well as Australia and
marketing, systems and production, along
turning GE into one of the world’s
New Zealand.’
with the internal corporate culture and in
premier digital industrial companies.
some cases the company’s very products
For such a big role, it is not a wellFlexible friend
and services.
known job title. According to Tim
And if you think that CDOs are
Not all corporations need to find
Bourgeois, only 5% of the world’s largest
technologists, think again. CDOs come
room around the board table for a CDO.
companies have a CDO, and in some
from a wide variety of backgrounds,
Companies set up less than a decade ago
industry sectors – such as utilities – CDOs
according to the PwC study, but by far the
don’t need a CDO because digital is likely
are notable only by their complete
most common is marketing and sales (a
to have been in their DNA and operations
absence. Bourgeois founded and edits
combined 51%), followed by technology
since day one. The CDO is one corporate
US-based ChiefDigitalOfficer.net, a global
(14%). The PwC report says: ‘This suggests
response to those nimble startups nibbling
community of senior digital professionals.
just how differently the CDOs and the
away at market share or profit margins.
‘We’re bullish on the role expanding
companies that hire them imagine the
As such, CDOs could be given more
for the next three to five years,’ he says. 
role, and how varied the digital needs
freedom than their C-suite colleagues.
‘As more and more digital
‘Digital is an approach that can
overnight sensations like
accommodate failing fast,’ says
Airbnb, Netflix and Uber
Percentage of companies in each
Bourgeois. ‘No other C-level
emerge – which get boatloads
position is allowed to take such
region
that
have
CDOs
of coverage by the press and
an approach, nor have they
give CEOs and boards of
been trained in how to operate
Europe
Asia Pacific
directors fits – we expect more
in that kind of an environment.
companies to rely on CDOCMOs [marketing] or CIOs
3%
centric strategies to direct
[information] don’t get
Latin
digital transformation efforts.’
applauded for having two,
America
Fighting back against
three or four tactics fail or
5%
these disruptors and
abandoned – they get fired. If
13%
mould-breakers requires
a CDO is successful on 60% of
an intersection of strategy,
projects, he or she is doing a
marketing, technology and
great job.’
innovation. According to the
Despite the importance
PwC report Adapt, disrupt,
that some are attaching to
7%
transform, disappear: the
the emerging role, the PwC
2%
2015 chief digital officer study,
report suggests that the rise
corporates in consumerof the CDO may not be allNorth America
focused industries – such
encompassing. It concludes
MENA
as media, entertainment,
that some companies may
food and beverage, and
Sources: Financial Times, OneSource/Avention,
already be past the point
consumer products – are at
Strategy & analysis
where they see the digital
the forefront of the CDO
need as sufficiently pressing
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to assign it a dedicated executive with
the title of CDO. The metals and mining
sector, for example, appears to have
found few opportunities to date to
leverage digital technologies. But first
movers are likely to figure out the value
of greater digital interaction with both
equipment suppliers and downstream
customers, and how they can generate
greater transparency into better order
status, pricing and quality while benefiting
from the increase in data and analytics
about internal operations.
The perception of a need for a CDO
is heavily influenced by a company’s
approach to digital strategy. Some have
travelled far along the digital road, while
others have barely got to the starting point
and are only now starting to feel its effects.

Defining digital
Gartner has undertaken research –
published at the end of January – among
CEOs to find out what they look for when

hiring a CDO, as well as the impact of the
CDO role on chief information officers.
The CDO has been seen as a threat to the
CIO, but Gartner suggests that the latter
should respond by developing rapidresponse IT organisations, devoting more
resources to digital projects and working
with the CEO to clarify what digital really
means for the organisation.
Research and advisory firms have found
that while enterprises hire CDOs to lead
digital transformation, digital has various
definitions. ‘It could refer to customer
engagement through digital channels,’
says Ken McGee of Gartner, ‘or it could
mean creating a full-scale digital business,
as with GE’s industrial internet strategy.
Thus, the requirements for CDO positions
reveal a lot about the enterprise’s overall
vision for digitalisation.’
CDOs are being hired from outside the
organisation as boards start to tune into
digital and recognise that their current
talent portfolio lacks the skills needed.

But wherever a CDO is ultimately found,
Bourgeois reckons they will either make
the directors happy or at least appease
them. ‘It will provide the organisation
with some breathing room to figure
out a digital strategy or accelerate one.
Appointing a CDO may not quite be a
no-brainer, but it can no longer be seen as
a controversial move.’
The CDO title may still be absent in
the overwhelming majority of boardrooms
across the globe, but with such corporate
heavyweights as Cisco, Samsung and
Total having joined GE in appointing
CDOs in the past few months, the profile
of the CDO is on the rise.

■

Peter Williams, accountant and journalist
For more information:
Read PwC’s study Adapt, disrupt,
transform, disappear: the 2015 chief
digital officer at bit.ly/PwC-CDO
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The view from

Paul Frobisher Mugambwa FCCA, senior manager
(tax services) for PwC in Kigali, Rwanda
into much of the rest of Africa, not just our
nearest neighbours.
Heading up PwC’s pathfinder team is
one of my top priorities. This involves
helping foreign investors navigate the
challenges of doing business in Rwanda.
Tax rules have different implications for
different ways of arranging affairs, whether
investors operate as a local subsidiary,
overseas branch or joint venture, and
depending on their capital investment
and risk appetite.

Snapshot: sustainability
What started as a trend is now a
deeply rooted practice globally.
The long-term value of any business
is now estimated on so much
more than its historical financial
performance. Innovation, customer
service, talent development, safety
and climate resilience are equally
important. Our own recent research
has shown that non-financial
elements are increasingly critical to
investors’ decision-making.
Over the years, the level
of disclosure of non-financial
performance information has
increased. In part, this is in response
to market pressure but also, in
the UK in particular, as a result of
mandatory reporting requirements
on topics such as carbon emissions,
human rights and diversity.
While there is broad agreement
that long-term value creation
is based on more than financial
performance, assurance over
non-financial information in annual
reports is still limited. It is still very
difficult to pick up an annual report
and quickly understand the factors
that are at the core of a business’s
strategic planning and the progress
it has made on meeting its targets.
Independent assurance over
non-financial information requires
not only auditing skills and
methodologies but also expertise
in areas such as the environment
or innovation, enabling claims of
genuine progress to be challenged.
Doug Johnston, partner, climate
change and sustainability services, EY

Rwanda is fast becoming a first-choice
gateway to East Africa and beyond.
Investors and bankers are confident in
the country’s stability and governance,
its reputation for tackling corruption
and reducing bureaucracy, and solid
partnerships with government that tend
to be run like private companies. There’s
a real recognition here that economies
driven by the private sector offer the
greatest value. And because Rwanda is a
member of the East African Community, it
opens doors to a region with a population
of nearly 150 million, not just Rwanda’s
11 million. Economic integration means
businesses can operate seamlessly across
borders – and Rwanda is, uniquely, a
member not only of Africa’s francophone
community but also the Commonwealth,
so a HQ in Kigali allows companies to tap

Gaining
international
experience in a
remote country
or developing
economy opens up
your mind

In Africa, business development and
marketing for professional services
firms must focus on thought leadership
and knowledge-sharing. I write regularly
for the local and business press, and
run monthly forums via PwC’s Academy.
Rwanda’s economy is growing so fast,
there isn’t time to wait for everyone in
local business to become professionally
qualified. And while ACCA numbers
are increasing, there’s an urgent need
to upskill those in departments such
as technology, procurement and HR in
accounting and tax matters. They’re
managing budgets and making decisions
that affect entire businesses; more often
than not, this requires collaboration with
the finance function. That’s where we
come in.
What differentiates future finance
leaders is their cultural awareness
and willingness to learn. For instance,
gaining international experience in a
remote country or developing economy
opens up your mind. I’ve supported
clients myself in Kenya, Uganda, Malawi,
Zambia and South Africa, and can vouch
for subtle but important changes in client
expectations in everything from response
times to how meetings are conducted.
Finance professionals serving multiple
cross-border clients might be intelligent
and driven – but it’s qualities such as
adaptability and integrity that mark out
those with a competitive advantage
when delivering client service against the
highest standards. ■
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Frontier firm

As managing director of Mazars Hong Kong, Stephen Weatherseed has helped the firm
as it takes on its biggest challenge yet: conquering China’s domestic market
The first thing to understand about
Mazars is that it is a truly integrated
firm. Based on a democratic
partnership, each partner has the right
to vote on strategic decisions. The
emphasis is around sharing, and this is
dramatically illustrated by the fact that
Mazars shares its profits worldwide.
‘This means we can deploy our
resources more easily and share what
we have globally, therefore we end up
punching above our weight compared
with the competition,’ says Stephen
Weatherseed, managing director at Mazars
Hong Kong. ‘Even though we are relatively
small as an organisation – we have 17,000
people worldwide – we rank number 11.’
The integrated business model was a
refreshing change for Weatherseed, who
joined Mazars in 2011 after over 30 years
with Grant Thornton. He arrived as the
firm was launching the first of its China
desks, initially in Europe and then across
offices in Africa and the US, to cater for
mainland Chinese businesses operating
across those countries. This represented
a fundamental shift in the evolution of the
China business.
Mazars Hong Kong operations began
in the mid 1980s and in 1997 the firm
opened an office in Beijing, followed
by one in Shanghai in 2002 and then
Guangzhou in 2007. The focus was on
catering for inbound foreign business,
predominantly European firms as well as
American ones. What these companies
typically needed was accounting and
outsourcing – all of which had to be
carried out in Chinese – as well as
traditional audit and tax services.
China has seen exponential growth
over the last 30 years and Mazars
recognised that it was time to adapt its
business model. It needed to be more
engaged with domestic business within
China and to better understand what was
driving businesses to invest and operate
outside the country. It was this recognition
that led to the development of the China
desks – small teams that could meet with
Chinese companies and see how they
could support them.

Bigger domestic presence
‘What they were seeing on the ground in
their respective countries was mainland
Chinese companies coming in and
setting up and doing business there,’
Weatherseed says. ‘There was enough
corporate activity going on outside China
to justify the investment in setting up
these China desks.’
On the mainland, Mazars had a
profitable, healthy business servicing
inbound investment but it wasn’t tapping

into the domestic market. In order to
be a credible player it needed a bigger
domestic presence – to effect a merger.
The timing was good, coinciding with a
drive by the Chinese government and
many Chinese firms to go global.
‘We’d been receptive and actively
looking for four or five years – all the time
I’ve been with Mazars,’ Weatherseed
says. ‘Then, about two-and-a-half years
ago, we were introduced to ZhongShen
ZhongHuan.’

»
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A well-known firm with more than
30 years’ standing in China, ZhongShen
ZhongHuan had 1,500 employees in 14
locations across the country. Some very
serious and lengthy discussions began,
including essential talks with the Chinese
Institute of Certified Public Accountants
and the Ministry of Finance in mainland
China, to make sure that they understood
the arrangement Mazars was after. The
talks went on for two years.
‘Because of our structure – an
integrated model – it makes for quite a
lengthy merger anywhere in the world,’
Weatherseed explains. ‘To some extent
the business coming in gives up some
of its independence or autonomy and
for us we are taking a bit of a risk saying
welcome to the family.’
Weatherseed and his colleagues were
familiar with mainland firms professing

to be profitable, offering high-quality
services to their clients and guaranteeing
a good place to work for its employees,
but ZhongShen ZhongHuan was touting
something different as its core value.
‘The way they approached their
business was very much along the lines
of clean, above-board, ethical, with a
focus on technical quality encapsulated
in the value of integrity. It was something
new for us to be hearing. In a China
environment, where many of these firms
are relatively new and the profession is
relatively young, it was quite unusual,’
says Weatherseed.
This wasn’t all talk; Mazars saw it in
action. During lengthy merger discussions,
ZhongShen ZhongHuan’s more junior
colleagues were also present alongside
senior executives. Mazars was encouraged
to see that the less experienced

employees were encouraged to participate
and their views seriously considered. It was
clear that this wasn’t the guarded talk of
someone trying to appease their boss, but
a genuine discussion.

‘Real DNA’
‘I think they are enlightened,’ Weatherseed
says. ‘They passionately feel that this is
the right way to be building a business.
For Mazars, it’s almost as if someone had
waved a magic wand and brought the two
parties together. You can change policies
and strategies about how to deal with
staff or how your profile is perceived, but
it’s real DNA like this you can’t change.’
The merger with ZhongShen
ZhongHuan went through in January.
It was hot on the heels of several other
mergers in 2015 in Germany, Australia,
Mozambique and Cyprus, but of these it
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Mazars employs 17,000 professionals in the 77 countries
that make up its integrated partnership in Europe,
Africa, the Middle East, Asia Pacific, North America,
Latin America and the Caribbean.
Mazars’ Hong Kong operations started in the mid 1980s.
It opened an office in Beijing in 1997, followed by the
Shanghai office in 2002 and the Guangzhou one in 2007.

Basics

Mazars specialises in audit, accounting, tax and business advisory services,
and focuses on delivering value in meeting its clients’ needs – whether they
are individuals, owner-managed businesses, SMEs or multinationals.

be hugely successful. This has helped
foster an opportunistic culture that
does have its merits, but Weatherseed
believes it is time to introduce a more
strategic mindset.
‘When we talk to Chinese companies
and ask them which business line they
want to expand into and where, very often
you get inconsistent answers,’ he says.
‘That makes it very difficult as an adviser
because if we bring an opportunity one
day it may get their attention, but the
following week they’ve decided against it.’
He is committed to helping businesses
understand that if they spend more time
devoted to strategy, they will be healthier
in the long run. Successful companies that
are very strategic in the way they operate
outside China – such as Alibaba, Huawei
and Dalian Wanda – will help lead the
way, he says.

No sign of a slump
was the German merger that was by far
the largest. By joining forces with Roever
Broenner Susat it created a business with
more than 1,000 staff and a turnover of
€110m. The German merger talks were
happening at the same time as those with
ZhongShen ZhongHuan and the sizeable
economies that Germany and China
represent meant that both sides were
acutely aware of each other.
‘Knowing that Mazars had a strategy
to expand in China was important to
Germany,’ Weatherseed says. ‘And it’s
very important to our new friends at
ZhongShen ZhongHuan that we have
capability and capacity in Germany to be
able to service those existing clients, let
alone any new ones.’
The Chinese economy has grown
fast, with many businesses making the
most of opportunities and growing to

29

As for the slowdown in the Chinese
economy, Weatherseed has yet to see its
impact. He still has appointments in his
diary to talk to overseas businesses about
setting up in Hong Kong and there seems
to be no sign of a slump. The only sector
where he expects to see a slowdown is
the fashion and luxury end of retail that
has been hit over the last year. Meanwhile,
businesses involved in construction and
infrastructure are going strong.
‘They come to Hong Kong, test the
market, get their business model right
and then either independently take
their business into China or establish
relationships here with local business
which can take them into China,’ he says.
Weatherseed is committed to the
region; his wife is from Hong Kong and
he has made the city his home, having
arrived in 1989. What he hopes to see
over the next five to 10 years is Hong
Kong reinforcing its position as the

international finance centre for China
and, equally importantly, industry leaders
working to integrate Hong Kong into the
Pearl River Delta.
‘We are very influenced by what goes
on across the border but at the moment
my feeling is that we are insulated against
it; we are trying not to receive those
messages. Where is the collaboration?
Why aren’t we hosting a lot more
meetings with the mayors of the cities
and provinces? Why aren’t we proactively
doing this as a city?’ he says.
He believes passionately that Hong
Kong can play an even more key role
working alongside China, but the
direction needs to come from the top,
from government and industry leaders.
‘Potentially this place could be really
transformed – or not, if we keep the
shutters down,’ he says.
In China, ACCA is valued for its
educational role; Weatherseed says
it has the status of a virtual university.
And it is respected for its long history.
‘China listens to large, important,
long-lived, well-respected institutions
like ACCA; they take them very
seriously,’ he says.
He believes the focus should be
on training and quality and standards
to reinforce messages to the
membership. He also sees an important
role for ACCA in communicating
the importance of standards and of
professional qualifications.
‘That message needs to be got
across to the informed public outside the
accounting profession – it’s the business
environments and government as well
– and to continue to engage with the
community at large to share the values
relating to integrity and quality that I know
ACCA embraces.’ ■
Kate Whitehead, journalist
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The robots are coming

With technology developing ever more quickly in the world of robotics and artificial
intelligence, how will cognitive systems affect finance professionals in the future?

S

cience fiction and films often create dystopian futures
where androids, robots and other forms of artificial
intelligence (AI) start out as helpers and then become
a menace. Thanks to the likes of HAL 9000 in 2001: A Space
Odyssey, VIKI in I, Robot, the ‘agents’ in The Matrix and
Skynet in Terminator, we expect AIs to revolt against their
human creators, take control of our society or pose an
existential threat to the human race.
Could this happen? In 2014, cosmologist and physicist
Professor Stephen Hawking wrote in The Independent: ‘Success
in creating AI would be the biggest event in human history.
Unfortunately, it might also be the last, unless we learn how
to avoid the risks.’ If an AI ever passes the Lovelace test (see
‘Testing for AI’, right) we may struggle to stop the worst from
happening. Hawking says: ‘Humans, limited by slow biological
evolution, couldn’t compete and would be superseded by AI.’
Can we do anything to prevent this? ‘I’m increasingly inclined
to think there should be some regulatory oversight, maybe at
the national and international level, just to make sure that we
don’t do something very foolish,’ Elon Musk, tech visionary and
CEO of Tesla Motors and SpaceX, told the AeroAstro Centennial
Symposium at Massachusetts Institute of Technology. He said:
‘We should be very careful. With artificial intelligence, we are
summoning the demon.’
One of Musk’s concerns is defence contractors and their
creation of autonomous war robots that are designed to kill or
wound humans (see ‘Search engines to robot wars’, page 32).
By comparison, other recent AI developments appear benign.
Take Watson, the poster child for the
incarnation of AI that the technology
industry has labelled ‘cognitive
computing systems’. IBM designed
this to be ‘a natural extension of what
humans can do at their best’. More of a
helper than a menace.

Evolution or revolution?
When Watson defeated two titans of
the US quiz show Jeopardy! in 2011,
it captured the public imagination by
appearing to understand the questions
and coming up with the right answers
faster than its human opponents – as
if by magic. But appearances can
be deceptive. To quote the writer
and futurist Arthur C Clarke: ‘Any

Testing for AI
In the science fiction film Blade Runner, based on the
book Do Androids Dream of Electric Sheep?, androids
have evolved into ‘replicants’ which are difficult to
distinguish from humans. To identify them, special
investigators called Blade Runners apply the ‘VoightKampff test’, to look for the empathy that replicants lack,
by monitoring eye movements in response to a series of
images and questions.
Identifying an AI isn’t any easier in the real world.
In 1950 the computing pioneer Alan Turing designed
the ‘Turing test’ as a rudimentary determinant of AI.
If a machine could fool a human being into thinking
that it was also human then that was good enough
for Turing. In 2014, Eugene Goostman became the
first computer system to pass the test and win Turing’s
imitation game.
Computers have come a long way in the past 70 years
and there is now a more up-to-date way of testing for
AI. A team of scientists led by Selmer Bringsjord have
designed the Lovelace test, named after the first computer
programmer Ada Lovelace. A machine can only pass the
Lovelace test of AI if it creates a program that it was not
designed to create; in other words, it needs to have an
original thought.

‘In the future,
every decision
that mankind
makes is going to
be informed by a
cognitive system
and our lives will
be better for it’

sufficiently advanced technology is
indistinguishable from magic.’ Watson
isn’t magic; it is a manifestation of the
rapid evolution of computer systems.
The evolution of the human race
took millions of years. It will not
take this long for the non-biological
intelligence of computer systems
to evolve to match the range and
subtlety of human intelligence.
Processing power that required
a room full of computers just
decades ago now resides in your
mobile phone. As processors have
become smaller and more powerful,
software developers have added more
rules-driven engines to their products
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and these ‘expert’ systems have become
▲ Human machine
database, like Google search. It is finding text
faster and smarter.
Premaid AI, a humanoid
without having a clue what it means. In that sense,
Watson demonstrated that a computer
robot created by Japanese
there is no intelligence there.’ Cognitive systems
system can use ‘natural language processing’
company DMM.make
have their limitations.
software to recognise human speech, search
Robots, on display at
Like children, Watson and other cognitive
huge amounts of complex information in
the International Robot
systems need educating. They can combine
seconds, generate and evaluate hypotheses,
Exhibition 2015 in
structured and unstructured data, then use
and adapt and learn through experience – and
Tokyo, Japan
context to determine the most appropriate
that was back in 2011. Since then, Watson has
response. But with a question such as ‘Which is the
advanced (see below) and been joined by many other cognitive
best tablet for me?’ the best response may depend on whether
computer systems and so-called AIs. You may well have one on
you are in a chemist or a computer store. Before cognitive
your mobile phone.
systems can respond appropriately to such questions, they need
But are these systems ‘intelligent’? They can do things that
training; they need to learn by adapting their future responses
require intelligence when carried out by humans, and they can
based on their past experiences.
fool us into thinking that they are also human (see ‘Testing for
This appears significantly less threatening than gun-toting
AI’). However, cognitive scientist professor Douglas Hofstadter
androids and self-replicating software entities with a consciousness
says: ‘Watson is just a text search algorithm connected to a
and a sense of superiority. But even if today’s cognitive

»
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► Little helper

Pepper, Japanese telecom
giant SoftBank’s humanoid
robot, helps promote the
sale of watermelons in a
Tokyo store

Search engines to robot wars
Google’s search engine is becoming increasingly smart.
Today, it may be just a text search algorithm connected to
vast amounts of data, but if hardware and software ever do
combine to create machines with the ‘intelligence’ to pass
the Lovelace test (see ‘Testing for AI’, page 30), Google
may be one of the companies responsible.
Google has already created an artificial neural network,
modelled on the structure of a mammalian cerebral cortex,
so that it can act like and simulate some of the functioning
of the human brain. It taught itself to recognise a cat,
using large-scale brain simulations, back in 2012. Like
Watson, it has come a long way since.
If legions of robot soldiers ever materialise, then
Google may have a hand in this too. In 2013, it bought
engineering company Boston Dynamics, known for
BigDog, a quadruped robot designed for the US military,
but the company is also building humanoid robots that
must be seen to be believed.

systems don’t pose an existential threat to humans (yet), they
already look like bad news for some knowledge workers in some
professions, such as accountancy. Perspectives differ on whether
robotic process automation (RPA) is hype, helpful or horrifying
(see ‘A revolution in finance?’, opposite).

Beyond games
Meanwhile, Watson is still playing games. Edge Up Sports, for
example, is developing a fantasy football app that uses Watson
to analyse vast amounts of available football data. ‘By leveraging
Watson technologies, we’re able to transform the way fantasy
football is played, and provide a platform that is assisting team
owners with analysis and insights that could increase their
chances of winning their league,’ explains Illya Tabakh, CEO
and head coach.
This venture was made possible by IBM’s decision in 2014
to make Watson available in the cloud for general business
use in a bid to make some serious money from it. But Watson
is not just about playing games; it never was. Hundreds of
‘Watson Ecosystem Partners’ are using Watson’s smarts to
create their own apps and recently released software tools
that make non-IBM commercial development easier may
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A revolution in finance?
Science fiction has primed us to expect AI to be evil and
robots to be humanoid. Sometimes they are; sometimes
not. Software developers have given their interactive web
robots – known as ‘bots’ and ‘intelligent agents’ – human
faces and voices to deliver advice. But the software used
for the cognitive robotic process automation (RPA) of
complex finance processes confounds our expectations by
not having a human face or a physical presence.
Richard Jones has some experience of this in his role
as chairman of Genfour and his previous roles with other
organisations that also specialise in robotics and backoffice RPA. ‘Bafflingly for most people, software robots are
completely invisible. So RPA remains an abstract concept
until you can show people software robots in action, doing
a job in 20 seconds that can take a human 20 minutes. But
the day will arrive when this is quite normal,’ he says.
Organisations using RPA in the finance function include
Barclays Bank, npower and Verizon. So, what sort of
processes are being automated by rules-based software
robots? The list includes data gathering and reporting,
matching and reconciliation, and complex multi-faceted
processes such as period end closes. For more about
RPA see the recent ACCA report The robots are coming?
Implications for finance shared services.
Robot servers (from Blue Prism) helped Barclays Bank
to cut its annual bad debt provision by £175m and save
over 120 ‘full-time equivalents’ (that’s human beings).
Verizon is said to have reduced finance department
costs by 21%, centralising its finance operations at two
locations and closing more than half of its 200 back-office
locations. Despite these benefits there has been relatively
poor penetration of RPA into finance, and ACCA research
indicates that focusing on headcount and cost reduction
may be a barrier. ‘There needs to be more clarity around
the proposition for finance. The numbers seem appealing,
but finance directors are unclear about the hard benefits
of robotics over and above its cost-efficiency when
compared to employees,’ says Jamie Lyon FCCA, coauthor of the report and ACCA’s head of corporate sector.
Darren Heffernan ACCA, CFO at Trintech, sees
increased automation in the finance function supporting
CFOs to be more strategic, and helping finance to be
more effective: ‘Instead of paying highly qualified people
to do generic tasks that are boring, they can focus on more
interesting work such as liaising with teams outside finance.’

and the Watson Health Cloud. Subsequent announcements
have covered initiatives such as the development of a system at
Boston Children’s Hospital to improve diagnosis of rare genetic
conditions, and the first Watson deployment in India, where
Manipal Hospitals will adopt it for oncology.

An eye on the future
IBM’s recent acquisition of Merge Healthcare Incorporated will
give Watson the ability to see. ‘Watson’s powerful cognitive and
analytical capabilities, coupled with those from Merge and other
strategic acquisitions, position IBM to partner with organisations
committed to changing the very nature of health and healthcare,’
says Dr John Kelly, a senior vice president at IBM Research.
‘Giving Watson “eyes” on medical images unlocks entirely new
possibilities for the industry.’
Unsurprisingly, IBM and the partners in its Watson ecosystem
are not the only ones excited by the possibilities of AI. While IBM
has been exploring the possibilities of cognitive systems, so have
numerous other technology companies. Google has become a
frontrunner in the race from cognitive computing to AI. There are
also plenty of other household names that are keen to exploit
the commercial potential of systems that are smart enough to
help us, without being smart enough to menace us.
In October 2015, Facebook announced its new digital
assistant: M. Facebook has taken a cognitive computing engine,
trained it, and added it to the Facebook Messenger app. This
digital assistant will search for information for you. If you give
it permission, M will also oblige by assisting you with tasks in
the physical world, such as making reservations for travel or
restaurants, or making online purchases and arranging their
delivery. So far, so helpful.
Apple is also throwing money in the direction of AI. During
2015 it bought the British company Vocal IQ and its brand of
cognitive computing, which can learn how you speak and use its
‘memory’ of previous conversations to improve each subsequent
conversation. Sounds familiar? As well as buying AI technology
that can improve machine processing of human speech, Apple
has bought Perceptio, a specialist in image-recognition. The
possibilities of cognitive systems and AI appear endless.
We will have to wait and see if cognitive systems lead to AI,
and how well the human race deals with the consequences.
Ginni Rometty, the chairman and CEO of IBM, is optimistic. ‘In
the future, every decision that mankind makes is going to be
informed by a cognitive system like Watson and our lives will be
better for it,’ she says. However, back in 1943, namesake and IBM
founder Thomas J Watson famously said: ‘I think there is a world
market for maybe five computers.’ ■
Lesley Meall, journalist

encourage more developers to follow suit, inspiring all sorts
of new products.
IBM has said that it will target several key vertical industries,
including retail, insurance and healthcare, and in April 2015 it
launched its first official efforts to do so: IBM Watson Health

For more information:
Read ACCA’s report The robots are coming? Implications
for finance shared services at
bit.ly/1KHGrqP-Robots
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Losing the fraud battle

It seems likely that organisations’ fraud detection programmes are not keeping pace with
the rate of change in global economic crime, according to a PwC survey

Fewer crimes may not be good news

Global trend masks regional variations

More than a third of organisations have experienced
economic crime in the past 24 months. The small fall in
incidence (1%) may indicate that detection and controls
are not keeping up with significant changes in crime
patterns. The cost of each fraud is also on the rise.

Economic crime is globally highly diverse, in type of crime
and across markets. The trend was steady globally, but fell
in some regions and rose in others – sometimes markedly.

32%
Cybercrime second
most prevalent

33%
39%

44%
Local law enforcers
unable to cope

28%
35%

For more information:
PwC’s 2016 global economic crime survey Adjusting the
lens on economic crime: preparation brings opportunity
back into focus can be downloaded at bit.ly/PwC-fraud

■ Reported crime in 2016

25%
21%

30%
32%

■ Reported crime in 2014

Cybercrime

Bribery and
corruption

18%

29%

23%

27%

24%

24%

32%
Asset
misappropriation

Procurement
fraud

22%

■ 2016 ■ 2014 Cybercrime’s rise

69%

64%

40%
35%

%
37 1%
4

5
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%

36%
Victims of
economic crime

A global problem, but not the same everywhere

Accounting
fraud

The top five fraud
types experienced by
respondents’ organisations
all fell slightly – with the
exception of cybercrime,
which has now jumped
from fourth to second most
prevalent overall.

Which industries are most at risk?
Financial services is traditionally the sector most threatened by economic crime, understandably so as it serves the financial
needs of all other industries. The global economic crime rate across all sectors is 36%.
Financial
services
48%
Governmentowned

Retail and
consumer
44%

43%

Transportation
and logistics

Comms
42%

Insurance
38%

Aerospace
and defence

37%

Media
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Energy
and utilities
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33%
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Professional
services

30% 29% 29% 29% 23% 20% 19%

Automotive

Hospitality
and leisure

Technology

07/2016 Accounting and Business

GL_I_graphics.indd 35

08/06/2016 13:46

36

Insight | Audit and assurance

Quality assured

In the first in a series exploring the trends most likely to shape six areas of the accounting
profession over the next decade, we look at the impact on audit and assurance

A

s the business and regulatory environment evolves,
so do the demands made of professional accountants.
ACCA’s report, Professional accountants – the future,
highlighted the need for continued development of skills and
competencies relevant to the varied roles that individuals play.
The combination of technical knowledge, skills and abilities,
combined with interpersonal behaviours and qualities,
amounts to a personal ‘professional quotient’ (PQ) appropriate
to an individual’s particular role and stage of career.
For audit and assurance professionals, the challenge is to
respond to particular changes and new demands in the audit and
assurance field. ACCA’s research, based on a series of workshops
with members around the world, has confirmed the important
role played by audit and assurance in the operation of capital
markets and wider economic activity. Audit and other forms of
assurance report provide levels of comfort not only to current
and prospective shareholders, but also to management, boards,
trustees, regulators and other stakeholders. It’s therefore vital
that audit and assurance professionals develop the right mix of
skills and competencies to fulfil their roles properly.

Responding to change
Financial statements contain an increasing amount of data,
responding to demand for more transparency and comparability
in corporate reporting, and more relevant and useful information.
The nature of that data is also changing, including more nonfinancial information, such as content related to corporate social
responsibility (CSR).
The audit market is also undergoing change. Reforms in
Europe are triggering a wave of audit tendering activity by larger
listed companies. Meanwhile, smaller companies are increasingly

Expert views
‘Professional scepticism will remain a key competency. We
need to apply our sixth sense as accountants and auditors
and move away from box ticking.’
Patricia Kintu FCCA, chief internal auditor, African
Development Bank
‘There is no single person who knows everything in the
audit world. The standards are too complicated. For the
future professional we have to build a teamwork mindset.’
William Mak FCCA, audit partner, PwC, Hong Kong
‘It will be important for finance professionals working in
audit and assurance to deliver other assurance services,
not just the traditional historical financial statement audit.’
Petr Škoda FCCA, audit partner, KPMG, Czech Republic
‘The volume of information is reasonably static, but we will
see it growing rapidly in the future and the analysis of data
will become more important. And we are moving from
retrospective analytics to predictive analytics.’
Ken Miller FCCA, operational advisory, Grant Thornton,
Australia
‘We will need to embrace the business cultures and ethics
of different countries.’
Lock Peng Kuan FCCA, partner, Baker Tilly Monteiro
Heng, Malaysia

Top 10 competencies in audit and assurance

*
*
*
*
*
*
*
*
*
*

Professional ethics
Laws and regulations
IT knowledge
Communication
Management
Writing reports and other documents
Quality control
Fraud and error
Corporate social responsibility and integrated reporting
Non-audit assurance
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being released from the statutory audit requirement, opening
up opportunities for new forms of alternative assurance. There
are some notable exceptions, such as Hong Kong, where all
registered companies are still required to have a statutory
financial statement audit.
Professionals working in the audit and assurance field are
expected to face new technical challenges over the next decade.
Many participants in ACCA’s workshops cited the audit of fair
value and of international groups as emerging hurdles. Gaining
information on the fair values of financial instruments can be
particularly difficult, for example, while group audits with an
international reach require working with component auditors
from different countries, firms and cultures.
Increased use of technology and automation is also expected
to have an effect, reducing the need for basic ‘tick and bash’
work and the manual evaluation of supporting documents.
Auditors will also need to keep up with other emerging trends
such as real-time assurance and new business and production
models made possible by new technologies in areas such as
mobile, big data, robotics and digital service delivery.

Planning for action
Audit and assurance professionals of the future will need to
show strong technical knowledge, IT expertise and interpersonal
competencies to ensure they have the necessary PQ. Based on
ACCA’s global member workshops, the 10 most important audit
and assurance competencies over the next five to 10 years have
been identified (see box). Professional ethics top the list. It will
remain vitally important for audit and assurance professionals to
think and behave with integrity, independence and professional
scepticism and to demonstrate this to all stakeholders.
The ability to observe and apply laws and regulations will also
be highly important. Audit and assurance professionals will need
to show knowledge of new auditing standards and legal liability
issues, as well as relevant local and international regulations.
IT knowledge is also expected to be highly relevant – and this
is one area where workshop participants think skills are currently
lacking. However, audit firms are planning to develop expertise
in using technology for data analysis during audit and assurance
engagements, replacing sampling with searches that include
100% of the data set. A shift from retrospective to predictive
analysis is also expected by 2020-25.
Communication ability – also in the top 10 – is another area
where there is room for improvement. Communication is vital
for managing relationships inside and outside audit firms, with
audit teams, management, component auditors, experts, those
charged with governance and others. Given the globalisation
of business, effective communication increasingly requires
language skills and awareness of regional variations in business
practices, communication styles and cultural norms.
Other top 10 skills that audit and assurance professionals need
to develop include report writing, management skills and quality
control competencies (for example, when forming audit teams
and assessing engagement planning and performance). Audit and
assurance professionals will also need to be able to play their part

Deep dives
Key technical areas highlighted in
Professional accountants – the future to be
explored in this and future editions of AB
Introduction (AB June 2016, page 12)

➠ Audit and assurance
Corporate reporting (AB July 2016, page 38)
Financial management and governance
(AB September 2016)
Risk and ethics (AB September 2016)
Strategic planning and performance
management (AB October 2016)
Tax (AB October 2016)

in tackling the risk of material misstatement due to fraud and error.
And they will need the capability to apply assurance techniques
to new types of reporting, including CSR reporting and integrated
reporting, and to deliver non-audit assurance.
The top 10 list does not represent the only skills that audit
professionals will need. Based on workshop participants’ views,
other skills that will be increasingly important to audit and
assurance professionals over the next five to 10 years include
business acumen, money laundering, analytical thinking, forensic
audit, cross-functional working and the ability to take more of a
global perspective. ■
Sarah Perrin, journalist
For more information:
See more on Professional accountants – the future at
accaglobal.com/thefuture
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Reporting change

As part of our series of articles exploring the trends most likely to shape technical areas of
the profession over the next decade, we look at how corporate reporting might change

C

orporate reporting is a vital area of activity for
professional accountants, and one that continues to
evolve. Encompassing both financial and non-financial
information, and both statutory and voluntary disclosures,
drivers of change in corporate reporting will shape the key
skills and competencies required of professional accountants
working in this field.

Expert views
‘Integrated reporting is unavoidable. The market will
either reward you for having a holistic conversation or
punish you by filling in the blanks in a negative way.’
Neel Augusthy, CFO, Supply Chain Asia Pacific,
Johnson & Johnson Medical, Singapore

Responding to change
Business and investment activity is becoming increasingly global,
with large corporates becoming increasingly powerful. At the
same time, internet-enabled stakeholder activists are having
more impact. Such factors have contributed to a loss of trust
in corporate structures, behaviours and information since the
financial crisis. This has resulted in more regulation and more
(and more frequent) corporate disclosures.
At the same time businesses and other stakeholders are
becoming increasingly aware of the insights that can be gained
from non-financial reporting, particularly the more complete
picture that can be created of a business. Sustainability reporting
is becoming more widespread, expected to become mandatory
across the world. For example, Singapore plans to require listed
companies to report on sustainability by 2020.
Investors are already showing a strong appetite for integrated
reporting (IR), which highlights the linkage between factors
such as business strategy, risk, remuneration, the economy, the
environment, society, business, past company performance and
current decisions. Based on ACCA’s workshops, accountants in
Africa and Asia expect IR to emerge as the new norm by 2020,
while Europeans anticipate this by 2020-25.
Developments in digital technology are also driving change

‘If there should be one core requirement for the finance
professional of the future, that should be a strong ethical
mindset. If you have that, everything else will fall into place.’
Mohammed Chowdhury FCCA, Ministry of Children and
Youth Services, Canada
‘Without the constraints of paper, the content of
annual reports will just keep on increasing, supported
by technology.’
Douglas Mwangi, head of finance, Bank of Africa, Kenya
‘Accountants are fantastic at numbers, fantastic at
preparing accounts, but we are bad at giving a holistic
view in a way that everybody understands really well.’
Jonathan Power FCCA, CEO, JPA Financial Modelling,
Australia
‘We need to focus more on how to get the most from big
data – all of the information that is relevant to clients.’
Jiri Klimas FCCA, vice president, EU finance and
accounting, Monster Worldwide, Czech Republic

Top 10 competencies in corporate reporting

*
*
*
*
*
*
*
*
*
*

Holistic view of corporate reporting
Ethics
Stakeholder management and engagement
The financial reporting framework
Reporting the financial performance of entities
Non-financial reporting
Analysis and interpretation of financial and non-financial data
Foreign transactions and entities
Financial instrument valuation
Critical thinking
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in corporate reporting. For example, technology enables far
greater analysis of data (including big data). It is allowing new
ways of reporting – for example, using video – and supporting the
production of faster reporting. Social media is also increasingly
being used for company disclosures. The Securities and Exchange
Commission, for example, already allows companies to use social
media outlets such as Facebook and Twitter to announce key
information as long as investors have been notified.

Planning for action
Although non-financial reporting will become more important,
financial reporting will continue to form the core of corporate
reporting. Strong technical skills and an ethical mindset will
therefore remain vital competencies required of professional
accountants working in this field. Participants in ACCA’s
global workshops, which underpin ACCA’s report Professional
accountants – the future, expect some areas to become more
challenging technically and ethically, particularly financial
instruments, lease accounting, provisioning, segment reporting
and related-party transactions. Tax reporting is also expected to
pose new technical challenges. Future accountants will need to
stay up to date with developments in the international financial
reporting framework, monitoring emerging trends in accounting
standards (including valuation models) and regulation.
Based on opinions shared during the workshops, the 10
competencies and skills considered to be most important to
professional accountants working in the corporate reporting
arena have been identified (see box opposite). Topping the
list is the ability to communicate a holistic view of corporate
reporting, presenting the big picture story of an organisation’s
performance and progress, rather than focusing on detailed
numbers. This will require professional accountants to become
skilled in aligning non-financial information with current financial
reporting requirements and to be able to explore the merits of
integrated reporting. However, holistic corporate reporting is also
the area where some professional accountants feel their skills are
most lacking. For example, professionals are likely to need greater
understanding of how to measure and account for assets and
issues such as knowledge capital, data and sustainability.
Professional accountants involved in corporate reporting
will also need to be able to manage relationships with multiple
stakeholder groups. In doing so they will be helping users
of financial statements understand and interpret reported
information, go beyond the numbers, and so support effective
decision-making. Analytical skills, such as the ability to evaluate
performance indicators to support business decisions, will also be
vital. So will critical thinking – for example, to evaluate accounting
principles and practices used in corporate reporting. Globalisation
will also have an impact, emphasising the need for skills and
competencies associated with accounting for the acquisition,
disposal and consolidation of foreign operations.
In addition to the top 10 competencies, other skills have been
identified as becoming increasingly important for professional
accountants in corporate reporting roles. For example, group
restructuring skills are likely to be widely needed, alongside the

Deep dives
Key technical areas highlighted in
Professional accountants – the future to be
explored in this and future editions of AB
Introduction (AB June 2016, page 12)
Audit and assurance (AB July 2016, page 36)

➠ Corporate reporting
Financial management and governance
(AB September 2016)
Risk and ethics (AB September 2016)
Strategic planning and performance
management (AB October 2016)
Tax (AB October 2016)

communication and interpersonal skills necessary for fulfilling a
business partnering role. Professional accountants will need to be
comfortable using technologies such as cloud computing and big
data. This is a key area where workshop participants felt current
skills are inadequate. Another such area is financial mathematics,
which professionals need in order to understand complex
accounting, particularly for financial instruments.
In contrast, over the next one to three years, some current
corporate reporting skills are expected to become less important.
These include basic and manual bookkeeping and accounting
skills and compliance reporting. ■
Sarah Perrin, journalist
For more information:
See more on Professional accountants – the future at
accaglobal.com/thefuture
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How to speak up

The ability to speak up matters now more than ever, explains Dr Wim Vandekerckhove,
lead researcher of a recent ACCA/ESRC report on whistleblowing

I

f you have a concern at work, perhaps a suspicion of
malpractice among your colleagues, do you know where,
and to whom, to turn? If you want to blow the whistle,
can you speak up?
Taking that initial step can feel like a giant leap into the
unknown. Will you be listened to? Will you see concrete action?
Perhaps most importantly, can you trust the person you turn to?
The mere fact that you have to ask yourself these questions
shows that something is wrong – if you don’t know where to turn,
what action will be taken and whether you can trust the system,
then you won’t speak up. It is as simple as that, and whatever
concerns and suspicions you have will remain unspoken. And
such inactivity could prove disastrous for your organisation.
The ability to speak up matters now more than ever. Hardly a
week goes by without news of corporate and political misdeeds
hitting the headlines, often through the deliberate leak of
previously secret documents. The perpetrators of these leaks are
often referred to as whistleblowers. The recent leak of millions of
documents that revealed detailed financial and legal information
of more than 200,000 offshore clients of Panamanian law firm
Mossack Fonseca was just the latest in a string of such leaks.
Other cases include the so-called LuxLeaks, currently the
subject of legal proceedings in Luxembourg, which saw the leak of
thousands of PwC documents exposing how many multinational
corporations structured themselves to drastically reduce their tax
bills. And then there was, of course, the Snowden affair, when exCIA operative Edward Snowden released, via WikiLeaks, details of
government-backed mass surveillance programmes.

Exposing malpractice
These instances, and many more, have
highlighted the important role of the
whistleblower in exposing corruption
and malpractice. But they have also
served to show just how difficult it is to
expose such issues. Snowden is now
living in Russia, having claimed political
asylum in 2013. Antoine Deltour is
currently on trial in Luxembourg over
his role in the PwC documents leak.
The identity of John Doe, the person
behind the Panama papers leak,
remains a mystery.
These cases are the ones that have
grabbed the media’s attention. Others
may have only made internal auditors

sit up and listen, or perhaps made it to the boardroom. But many
more will perhaps remain unspoken, which is why ACCA and the
Economic and Social Research Council (ESRC) recently teamed
up to discover how different organisations create an environment
in which individuals are able to voice their concerns. The findings
are instructive, for directors, managers and employees.

Channelling concerns
We looked at a variety of organisations – a UK healthcare
organisation, a multinational bank, a multinational engineering
company and a central government body in South East Asia.
Each body has developed speak-up arrangements in response to
differing pressures. One had endured a scandal and recognised
that management did not act quickly enough after employees
had raised concerns. Another recently reviewed its speakup arrangements in response to changes in whistleblowing
regulations. The third developed its whistleblowing
arrangements following bribery scandals in the mid-2000s,
devising procedures and protocols for the systematic processing
and follow-up of employee concerns. The fourth was subject
to anti-corruption laws but needed to develop whistleblower
protection to mitigate workplace retaliation.
Each organisation is now able to provide a variety of channels
through which employees can raise their concerns. All of them see
direct and verbal voicing of concerns as the ideal arrangement,
but even so, they also acknowledge that this might not always be,
or at least be seen to be, the most effective route.
Broadly speaking, speak-up channels can be either internal or
external. Our study reveals similarities
among the organisations with regards
to their internal channels, which include
question channels, internal hotlines
and key internal personnel such as the
CEO, HR director and finance director.
But there are considerable
differences between the external
channels used by the organisations.
These include hotlines operated by
external providers, online chatrooms,
an external ombudsperson and external
independent advice lines. These can
enable messages to be relayed back
to the organisation anonymously as
directed by the individual.
Both internal and external channels
can make use of digital technology

Ultimately, an
organisation will
be judged by
how it responds
to issues raised.
Trust is the key to
effective and safe
whistleblowing
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– hotlines can include email and web-based
▲ Time to reflect
up to the First100 campaign, launched in the UK
applications, while telephone lines can use
Whistleblower and former
by Public Concern at Work – this commits them
automated voice response to collate concerns.
CIA employee Edward
to publishing speak-up numbers in their annual
However, these channels are just conduits
Snowden examines a
reports. This can of course lead to awkward
for employees to raise issues. Ultimately, an
computer hard drive. He
questions from investors and the media, but as
organisation will be judged by how it responds
was forced to flee the US
more organisations publish this data, so the risk of
to these issues. Trust is the key to effective and
after leaking details of
misinterpretation diminishes.
safe whistleblowing. Three of the organisations
government-backed mass
There are clear opportunities for finance
implemented speak-up arrangements in
surveillance operations
professionals to bring their skills and ethics to
response to an original failure of trust. None
bear on the processes, codes and reporting
had time to rebuild trust before implementing a
standards required to implement effective speakspeak-up arrangement; instead, each rebuilt it by putting these
up arrangements. One day you may find yourself in need of
arrangements in place.
such arrangements – if you have helped build the answers to the
This trust will be reinforced by a robust and consistent
questions posed at the top of this article, then you will know how
response. A lack of response will create the perception that
to do the right thing. ■
speaking up is futile and risky. There could be legal restrictions
that prevent the organisation, whether internally or externally,
Dr Wim Vandekerckhove is principal lecturer in organisational
providing a full follow-up to the whistleblower, but organisations
behaviour at the University of Greenwich and teaches business
need to understand that an apparent lack of response can lead to
ethics. He advises on whistleblowing to organisations including
frustration. Expectations need to be managed, even if it is through
Transparency International, Public Concern at Work and the
providing vague, non-specific details. Failure to do so could force
Whistleblower Advice Centre
an employee to take more public action, but a smart employee
will be able to see when and if any action has been taken.
For more information:
Data collected from any speak-up process should, indeed
must, be reviewed regularly – some regulators are now enforcing
The ACCA/ESRC report, Effective speak-up arrangements
this. Two of the organisations we reviewed have recently signed
for whistleblowers, can be found at bit.ly/acca-wb
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Heart of the matter

Effective profitability and cost analysis should be at the heart of great business
decision making, according to research carried out by ACCA and KPMG

C

ommercial organisations are struggling to understand
the profitability of channels. The third in a series of
KPMG and ACCA thought leadership reports has
found that profitability and cost analysis models are often too
organisation-centric, highlighting a need to develop both the
skills of financial professionals and the tools that businesses
are using. Just 45% of those surveyed for the report,
Profitability and Cost Analysis: an eye on value, monitor who
their most profitable customers are and what they like to buy.
Only a third (32%) said they measure the profitability of their
sales channels, leaving them unable to assess or forecast the
continued cost of sales shifting to online.
Effective profitability and cost analysis should be at the heart
of great business decision making, according to John O’Mahony,
head of enterprise performance management at KPMG UK.
He says: ‘The first lesson that emerged from the report was
that while there is a lot of emphasis on product and service line
profitability there is a long way to go in terms of understanding
digital versus physical channels.’
A view shared by Omid Tissier, professional insights – business
management portfolio, ACCA: ‘What is most striking is that we are
seeing companies doing profitability and cost analysis to a certain
degree, but not as well as they could.’ He adds that companies
are product-centric and not looking at analysis by customer or
channel. He says the research demonstrated that understanding
which channels suit which customers is key. ‘If you don’t have
that information it is difficult making commercial decisions; which
product for which customer using which channels.’
The data in the report came from a survey of 1,100 finance
professionals in 90 countries interviewed in January 2016. While
organisations of all sizes participated, 60% worked for businesses
with over 1,000 employees and turnover of US$100m or more.
While good models for profitability and cost analysis are often
developed, O’Mahony says that the research showed this was
often happening remotely from the business. The report highlights
considerations for finance business partnering. It notes: ‘The
development of a centre of excellence can release time previously
used on the production of management information to now focus
on providing insight and driving business decision making.’
He warns that remote analysis without involving local
representatives – the business partners – risks missing a lot of the
story. The research found that less than quarter of organisations
employ a centre of excellence model but such a model can
provide an effective bridge between finance and the business,
supporting business ownership in a way that is difficult to achieve
when activities are performed in a finance shared service centre.

Tissier says given the research included a high proportion of
large organisations, greater use of centres of excellence would
have been expected. He added: ‘In parallel you would expect to
see effective finance/business partnering in place providing the
value but not doing all the data processing to free up finance’s
time to be true business partners.’

Cultural barriers
The research underlines a need for continued upskilling of finance.
O’Mahony makes the point that if businesses want to develop
profitability and cost analysis, finance professionals need to be
able to work with the data to provide information and insight.
‘They need to have a thorough understanding of the business:
they need skillsets broader than traditional accountants such
as commercial analysis which understands the context so they
can help support decision making in the business.’ Although
the research did show that finance is willing to provide what is
required, they need the business to tell them what is most critical.
The research exposed barriers. Asked which were the main
barriers to an effective cost-allocation approach, issues cited
by finance professionals included stakeholder buy-in; cost;
external, finance and operational data; as well as technology
and processes. The biggest – noted by 65% – was people
and culture. Tissier says: ‘Finance needs to agree with key
stakeholders in the business what exactly they need this for, why
they are doing it and what the focus should be.’
Inevitably technology has a large part to play. The ability of the
finance function to efficiently deliver profitability and cost-analysis
insights is undermined by the existence of manual processes
such as ad hoc allocation journals (mentioned by 31%) and
manual Excel spreadsheets to integrate and analyse data. Nearly
half (45%) said their organisation had not invested in a software
application, suggesting the use of spreadsheets is still widespread.
The data model is the foundation of profitability and cost analysis.
As technology generally makes life easier, O’Mahony says the cost
of the tools required is relatively low considering the return on
investment. A surprising finding was that many organisations had
not taken the time to do the exercise and invest properly in order
for them to continue to support the business.
One ongoing niggle is the challenge around data quality.
O’Mahony says: ‘Organisations may have the aspiration but
they are compromised by the quality and consistency of data,
particularly non-financial data, to provide insights.’
Without knowing who is buying what, via whom and from
where, businesses lack the insight needed to inform future
investments associated with their fulfilment and operating model.
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A sharp eye on value: key points
Research for this report focused on how the enterprise
performance management (EPM) capacity provides business
with insightful profitability and cost analysis through
appropriate people, processes and technology.
Profitability and cost analysis should be developed within
a performance management framework consisting of three
core components. The other two components were the
subjects of the first two reports; Planning, Budgeting and
Forecasting and Performance Reporting.
These three components can allow organisations to
efficiently and effectively analyse business costs, income and
profitability at multiple levels to make informed decisions.
Most major organisations sell and service a broad range
of products and services to a diverse customer base through
multiple channels. Without profitability and cost analysis,
management is in the dark.
On a recent assignment KPMG found that 20% of its
client’s branches were delivering 60% of the profit and 20% of
customers did not generate a profit.
The report has three calls for action:

It also means they can’t price goods effectively, because they don’t
know the real cost of selling them by specific channel. O’Mahony
says: ‘In some businesses there remains at best a stubborn focus
on product and service profitability. This myopia is dominating
financial reporting, while the customer and their buying habits
remain mysteriously absent from management reports.’ ■
Peter Williams, accountant and journalist

1. Strengthen the quality and depth of insights
Key profitability and cost decisions should be focused on
what products and services are offered, who they are sold
to and how and where they are sold and serviced efficiently.
Enterprises focusing transparency and action on customer
and channel profitability have a real opportunity to strengthen
their financial performance.

2. Design and build a model for efficiency
The data model needs to align to both business and finance
needs; to remain relevant the model should be reviewed as
part of the annual strategic planning cycle unless triggered
sooner by a particular event.

3. Optimise the organisation model
A centre of excellence for profitability and cost analysis can
provide the organisational capability for a step increase in
quality of output and operating efficiency; while business
areas should own the data and insights, finance should ensure
integrity and consistency across the organisation.

For more information:
Download the full report, Profitability and Cost Analysis: an
eye on value, at: bit.ly/1PnmhER
See the articles on the previous two joint ACCA and
KPMG research reports, on budgeting, and performance:
October 2015, page 39; March 2016, page 38

07/2016 Accounting and Business

GL_I_profitability.indd 43

13/06/2016 15:02

44

Insight | Careers

Career boost

When it comes to motivating your team it’s not about the money, says career
doctor Rob Yeung; plus the perfect etiquette for communicating

Talent doctor: leadership

them significant scope in how they
go about achieving goals and
objectives. Put another way, be sure
as a leader to focus most of your
attention on outputs rather than
inputs. By all means agree on targets
but allow team members significant
freedom in how they work. If they
are getting the work done, does it
matter if they arrive late, leave early
or work from home sometimes?
Skills mastery Nearly everybody
gets a thrill out of feeling that they
are getting better at something.
To boost the motivation and
performance of your team, give
them tasks that will challenge and
stretch them. Then give them
support so that they are genuinely
mastering new skills. Remember,
though, that not everyone learns
at the same pace; you need to
establish people’s levels of skill
and confidence before setting
challenges that will appropriately
expand their capabilities.
You may hear management gurus
speaking about the need for
transformational or visionary leadership
or using other similarly lofty or
jargon-laden terms. Yet the underlying
principles of effective leadership are
simple. Help people to feel socially
connected. Trust your employees and
give them autonomy in doing their
work. And develop their skills. ■

*

Dr Rob Yeung is an
organisational psychologist
and coach at consultancy
Talentspace
What can you do as a leader to
motivate your team? Perhaps
surprisingly, pay and benefits
are only poorly correlated with
organisational performance.
There are many instances of
organisations that offer belowaverage pay yet achieve top-quartile
performance within their sectors.
Conversely, there are examples of
organisations that pay extremely well
yet achieve only middling results.
Employee performance is more
driven by how they feel about the
organisation and their work than
how much they are paid. Research
mostly agrees on three factors that
help employees to perform well. I
like to cluster the components using

the acronym RATS, which stands for
relatedness, autonomy/trust and skills
mastery. Let’s examine each in turn.
Relatedness Employees need to feel
that they are socially connected and
important to the people around them.
For example, organisations in which
most employees feel that they have
a best friend at work tend to perform
better. The implication for leaders:
don’t just focus on getting the work
done; aim to foster friendships between
employees, too.
Autonomy/trust Employees feel
more engaged and are more
productive when they have a sense of
autonomy. While it may be necessary
to tell individuals what they need to
accomplish, it may be better to give

*

*

Leading skills
Watch Dr Rob Yeung
expand on these themes at
bit.ly/ACCA-Yeung5

For more information:
talentspace.co.uk
twitter.com/robyeung
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Future skills worry
Nearly half (47%) of CFOs
are concerned that their
finance function lacks the mix
of capabilities that will be
needed to meet the demands
of the organisation’s future
strategic priorities.
Research by EY, entitled
The DNA of the CFO, has
found that CFOs are under
intense pressure to balance
the delivery of strategic
goals with their operational
responsibilities and the need
to devote time to compliance,
controls and costs.
They must also stay attuned
to technological advances
to understand how those
can benefit both the finance
function and the organisation
more broadly. Some 58% of
finance leaders said they need
to build their understanding of
digital, smart technologies and
sophisticated data analytics.
And 57% of group CFOs
believe the delivery of data
and advanced analytics will
become a critical capability
for the finance function.
For more on skills for the
future, see accaglobal.com/
thefuture.

UAE’s overtime norm
Financial services professionals
are among the overwhelming
majority of workers in the UAE
who are not compensated for
working overtime. According
to the 2016 Morgan McKinley
working hours survey, 90% of
UAE workers do not get extra
pay or time off in lieu for the
additional hours they put in.
In the survey of more than
300 professionals across a
wide range of sectors, financial
services had the biggest
representation (17%).
It seems normal for
UAE professionals to work
beyond their contracted
hours. Seven out of 10 work
longer than their contractual
hours and feel obliged to.
Just 27% of respondents said
they generally work their
contracted hours. Nearly a fifth

The perfect: communicator
We start talking at about three years old and way before that manage to put across our
wants and needs with little more than a winning smile and a pointing finger. By the time we
enter the workplace, we’re proficient communicators, surely? Well, no.
In a management or team context, the pitfalls include: giving instructions without
thinking through what details or extra information the listener might need; speaking with an
inappropriate level of emotion – when angry, impatient or even apologetic about an instruction
or request, say; and explaining a subject or task too briefly and without enough clarity.
Communicating effectively
needs forethought and active
planning, as well as clarity,
empathy for the listener and
a willingness to answer
questions and address
obstacles or objections. By all
means use humour to engage
people, but don’t use it as a
way to fob them off. If you’re
after a particular outcome
from an individual, ask them
what extra support they may
need to achieve it.
The best communicators
are not necessarily the
most fluent or impressive.
They are the individuals and
managers who take the time
to eliminate ambiguity, provide
extra resources and information,
and make themselves available.
Crucially, they also know when to
pipe down.

(18%) said they are always too
busy to take a lunch break.

Regional headaches
Just over half (51%) of
UK-based CFOs and FDs
believe coping with ‘regional
differences’ is the most
important requirement
for planning, according
to a survey by business
process software supplier
Accountagility.
The finding suggests that
adapting to variations in
compliance regimes, legal
structures, management
culture and levels of IT support
is critical for effective financial
planning and reporting.
Robert Gothan, CEO and
founder of Accountagility, said:
‘By adding more flexibility
to their processes and tools,
finance teams can ensure

that planning and reporting
reflect real-time accounts and
forecasts, and unlock accurate
business insights to help drive
performance more effectively.’

HK exports accounting
Hong Kong exported
accounting services worth
US$195m in 2014, up slightly
on 2012, according to
research by the Hong Kong
Trade Development Council.
Mainland China is Hong
Kong’s largest market for
accounting services, which
include statutory audit and
investment-related advisory
services, such as due diligence
and tax advice.
There are four types of
enterprise on the Chinese
mainland that use Hong
Kong’s accountancy services:
multinationals, Hong Kong-

registered companies
investing (or intending to)
in the mainland, mainland
businesses listed in Hong
Kong, and mainland businesses
expanding internationally.
In 2014, China’s Ministry of
Finance issued new rules for
foreign accountancy firms that
perform audits of mainland
Chinese businesses that
intend to list offshore; Hong
Kong firms were exempted for
audits of mainland companies
that are applying to list or are
already listed on the Hong
Kong Stock Exchange, subject
to certain conditions on
working papers and staff. ■
Sally Percy, journalist
For more information:
accacareers.com
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Time to get agile

Get verifiable CPD units
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Industries that get complacent are under threat. By the time they spot the disruptors, it
might be too late. Tony Grundy looks at the salutary lesson of the banking sector

B

anking is a mature industry that is becoming
increasingly vulnerable in terms of competition. The
continued success of new contenders and advances in
fintech are threatening a market that been complacent in its
mindset, making it vulnerable to new entrants to the market.
One such contender is PayPal. The online payments giant
was founded in 1998, acquired by eBay in 2002, and by 2014 was
moving US$228bn around the world and generating revenue of
US$7.9bn. In 2015 it split from eBay.
In 17 years PayPal has seen more change in its business value
system and financing than some traditional companies see in 50
years. Disruptors are very agile both strategically and structurally.
Prior to PayPal and the like, payments were exclusively carried
out by banks, although there were no regulatory or operational
reasons preventing others doing this. As they proved, fintech
companies could in fact do it more efficiently and cheaply.
Then there are the money transfers. This part of the market has
seen the arrival a number of competitors, including TransferWise,
WorldFirst and Moneycorp, all based in the UK. Under the banks’
system, the customer chooses a recipient and a currency, the
money to be transferred is taken from his or her account, the
transferring company charges for the service, and some time later,
the recipient receives the payment in the chosen currency.
But TransferWise, for example, routes the payment quite
differently. Instead of transferring the sender’s money directly
to the recipient, it redirects it to the recipient of an equivalent
transfer going in the opposite direction. Likewise, the
recipient receives a payment not from the sender initiating

the transfer, but from the sender of the equivalent transfer.
This process avoids costly currency conversions and other fees.
Commission is as low as 0.5%, and the company’s Estonian
founders have moved over US$4.3bn since they started.
All of these payment innovations are highly visible, allowing
other players to consider how they might have a slice of the action.
Apple is a good example; with its iPhone 6 it offers contactless
retail payment for low-value transactions, with automated
fingerprint identification, dispensing with chip and pin.
Twenty per cent of iPhone owners in the US have used this
system. While this is not a landslide, sooner or later you can
imagine that someone, somewhere will find a way to remove the
behavioural frictions
that often delay, but
don’t stop, a strategic
breakthrough from
coming along. It may
be only a matter of
time before chip and
pin is completely
chipped away.

Traditional banks
seem to be just
watching this
competitive
erosion rather
than counterattacking
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Google Wallet (so far only available
frog metaphor to illustrate what happens
in the US) has also entered the market,
Metro Bank gets it right
to organisations who choose to ignore
enabling payments via email and an app.
weak signals in the wider, competitive
Funds need to be put into the Wallet
See Tony Grundy on how Metro
environment: if you throw a frog into
from a linked bank account or credit card.
Bank’s innovative business model
boiling water it jumps out; if you put it
Meanwhile, Samsung has launched its
has led it to become a UK household
in warm water and gradually heat the
mobile wallet, Samsung Pay, in Spain – its
name bit.ly/Grundy-Metro
water up, it will do nothing and boil
first European destination after its launch
to death. By the time the banks have
in Korea and the US last year.
realised the danger, it will be too late and
My final example is M-Pesa. This online banking system,
they are ‘cooked’. But rather than fixate on the threats, they need
which exclusively uses smartphone technology, was launched in
to see the opportunities that have been created and tailgate on
2007 in Kenya, inspired by the realisation that people were using
a fertile market. ■
mobile phone airtime as a proxy for money transfer.
Dr Tony Grundy is an independent consultant and trainer, and
M-Pesa is a very simple system for depositing and
lectures at Henley Business School
withdrawing money, making payments and transfers with low
charges. Some 17 million people in Kenya are signed up. So far,
For more information:
attempts to replicate this in markets such as South Africa and
India have had mixed success. But it seems that it is only a matter
tonygrundy.com
of time.
Meanwhile traditional banks seem to be just watching this
For previous Tony Grundy articles on strategy and
competitive erosion rather than counter-attacking. Charles
management theories, visit accaglobal.com/abcpd
Handy, a professor at London Business School, used the boiling

Take one
As an assurance partner at EY in Singapore, Gajendran Vyapuri FCCA relishes the global
mobility that his role and the ACCA Qualification afford him

Gajendran Vyapuri has been in EY’s
assurance practice for 20 years.
In this time he has travelled
extensively, flying over dense jungle to visit
far-flung mines and working with people from
diverse backgrounds and cultures. Team work and
‘connecting with people’ is at the heart of what he
does: ‘Together, we can do wonders,’ he says.
And his advice to others? Don’t worry about the
small things that don’t actually make a difference.

Find out more about Gajendran Vyapuri’s
journey and his expectations for the
future in a fast-moving, digital economy
at bit.ly/ACCABigInterview
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Rotten TOMs

For many businesses, embarking on a lengthy, messy and often toxic takeover
or merger may not be the right way to move forward, says David Parmenter

T

he pursuit of growth through takeover or merger
(TOM) has made a small, select group of executives,
investment banks and consultants very wealthy while
diminishing the wealth of a vast number of shareholders.
Why do so many TOMs fail to deliver the perceived synergies
and cost savings?
Synergies First of all, the synergy calculations are flawed.
KPMG’s research, published in 1999, found that ‘83% of
mergers were unsuccessful in producing any business benefit
as regards shareholder value’. The simplistic view that savings
can easily be made by removing duplication (finance, HR
and IT etc) is flawed logic. It can take up to four years to
merge the information technology platforms together, and
even when this is achieved, many of the future efficiency and
effectiveness IT initiatives have been put on the back burner.
Customer focus There is no better way to lose sight of the
goal than a merger. Merging the operations will distract
management and staff from the basic task of making
money. While meeting after meeting occurs and sales staff
focus on their futures, customers are left vulnerable to your
competitors’ approaches.
Culture clash Managing the aftermath of a TOM is like
herding wild cats. Where have you seen cultures merged
successfully? In reality, one culture tends to take over another.
This is fine when one is fundamentally flawed. However, in
many mergers, both entities have cultures that work. Now you
have a problem. Many competent staff members may choose
not to stay in a culture that does not suit their working style.
Heartless How long does it take for a company to develop
a heart? This is more than just the culture; it includes the
living and pumping lifeblood of the organisation. In my
opinion it takes years. The merged organisation can be kept
on life support but, just like a critical patient, it is effectively
bedridden and will be in intensive care for some time.
Survival of the unfittest I have a theory that the main
beneficiaries of a merger are the piranhas – those managers

*

*

*

*

*

who like to stick the knife in. Some could say they are
addicted to this behaviour. The result is quite interesting; the
merged company very soon becomes dysfunctional as more
and more of these caustic managers rise to the top. These
managers do not live and breathe the organisation; the ones
who did have long since left.
Salary costs There are many financial time bombs that impact
shareholder value. Severance packages can create further
waste, as staff members – especially the talented staffers
– leave before generous severance terms disappear. So to
retain such people, further salary incentives need to be made
that create further pressure on the bottom line.
Lack of time A merger is like an auction where the buyer rarely
has more than a cursory look at the goods before bidding. It
is important not to limit due diligence in the haste to close the
deal, as you tend to know less about each other than you think.
The dirty laundry often takes years to discover and clean. ■

Next steps
1. Read KPMG’s Mergers and Acquisitions: Global
Research Report 1999
2. Email me (parmenter@waymark.co.nz) and I will send
you a ‘takeover or merger scorecard’
3. If pressured to undertake a TOM, investigate the
investment bank’s success rate and critique their dubious
cost saving calculations; they may well be wrong.

*

*

David Parmenter is a writer and presenter on measuring,
monitoring and managing performance
For more information:
davidparmenter.com
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Related issues

There are inherent risks with transactions between related parties.
Graham Holt describes the requirements of IAS 24 and IFRS 11

Related party relationships
are a natural feature of
business activity and could
have an effect on the
financial performance and
position of an entity because
of related party influence.

disclosures, it does not apply
to the measurement of related
party transactions. Prior to the
current standard, the definition
of a related party in IAS 24 had
been the subject of criticism
because some believed that

are where the entity and the
reporting entity are members
of the same group, where one
entity is an associate or joint
venture of the other and where
both are joint ventures of the
same third party.

transactions, a participant in a
joint operation does not need
to disclose transactions with
the joint operation entity as
related party transactions.
In formulating the
definition of a related party,

Even if there are no
transactions between related
parties, their existence
may affect transactions of
the reporting entity with
other parties because of
significant influence. There
is an inherent risk that
transactions with a related
party might be on favourable
terms with a potential
impact on profitability.
Related party disclosure
can contain important
stewardship information.
The United Nations
Conference on Trade and
Development (UNCTAD)
guidance on good corporate
governance recognises that
disclosure of related party
transactions and any related
party relationships where
control exists should be
disclosed as well as disclosure
of the decision-making
process for approving related
party transactions.
Although IAS 24, Related
Party Disclosures (2009), sets
out the scope of related party

it was inherently inconsistent
and too complex to apply in
practice because it included
multiple cross-references that
were difficult to interpret.
The International
Accounting Standards Board
(IASB) therefore simplified the
definition of a related party
whilst providing relief for
government-related entities
as regards the amount of
information such entities
needed to disclose.
A related party can be a
person or an entity. Therefore
the standard separates the
definition of a related party
into two parts. First, a related
party can be a person or
a close member of that
person’s family where that
person has control or joint
control or significant influence
over the reporting entity
or is a member of the key
management personnel.
Second, IAS 24 sets out
several conditions where an
entity is related to a reporting
entity. Examples of these

Exclusions

the IASB adopted the specific
approach, which it outlined
in the ‘Basis for Conclusions’.
When an entity assesses
whether two parties are
related, it should interpret
significant influence as being
equivalent to the relationship
that exists between an entity
and a member of its key
management personnel.
Thus significant influence and
key management personnel
relationships are treated as the
same level of closeness.
However, the IASB
goes on to state that such
relationships are not as close
as a relationship of control
or joint control. All direct
relationships involving control,
joint control or significant
influence are related party
relationships. Further if one
entity (or person) controls (or
jointly controls) a second entity
and the first entity (or person)
has significant influence over
a third entity, the second and
third entities are related to
each other. Conversely, if

The definition of a related
party includes joint ventures
but not joint operations. The
list of related parties in IAS
24 is exhaustive and joint
operations are not included
in that list and are therefore
outside its scope. The
exclusion is not discussed
in the standard but it is
consistent with the principle
that joint operations are
viewed as part of the entity
itself. It is also consistent with
IFRS 12, Disclosure of Interests
in Other Entities, which does
not require summarised
financial information for
joint operations.
Additionally, under IFRS
11, Joint Arrangements, each
of the transactions, assets and
liabilities of a joint operation
is attributable to one or other
of the participants and each
participant recognises the
amounts in its own financial
statements. Since these
transactions are viewed
as the participant’s own

»
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two entities are both subject
to significant influence by the
same entity (or person), the
two entities are not related
to each other. Finally, if one
party is related to a second
party, the second party is
also related to the first party
because of the symmetrical
nature of their relationship.
Relationships between
a reporting entity and a
corporate investor and
between a reporting entity
and an individual investor are
treated in the same manner.

management personnel
to the reporting entity is
itself a related party of the
reporting entity.
IAS 24 contains no specific
exemptions for intragroup
transactions in consolidated
financial statements. When
intragroup transactions are
eliminated, they are not
part of the group financial
statements and are therefore
not disclosed under IAS 24.
However, the amendments to
accounting standards relating
to investment entities have

jurisdictional disclosures if so
specified in local law.
IAS 24 does not specifically
state whether a related
relationship should exist at
the reporting date for the
transactions to be reported.
It is, therefore, not apparent
whether all related party
events and transactions for the
period should be disclosed.
Related parties relationships
can commence and cease in
the period, leaving questions
as to whether disclosure
should be made of the

parent and, if different, the
ultimate controlling party.
Where parties become related
after the date of the financial
statements, but before the
financial statements are
authorised, it may constitute
a non-adjusting event under
IAS 10, Events After the
Reporting Period.
In determining whether
a related party transaction
exists, the substance of
the relationship and not
merely the legal form must
be considered. IAS 24 gives

the effect that intragroup
related party transactions
between an investment entity
and its subsidiaries that
are measured at fair value
through profit or loss, are
not eliminated in the group
financial statements.
As a result, transactions
and any amounts outstanding
between an investment
entity and its unconsolidated
subsidiaries are disclosed
under IAS 24. Many
jurisdictions have extensive
management
remuneration
disclosure
requirements,
Many accounting
which may
frauds have
overlap with the
requirements
involved related
of IAS 24.
party transactions
The financial
and this has
statements
must include
created concern
the disclosures
among market
required by IAS
24, but only have
participants
to include the
additional local

transactions before or after
these relationships started or
ended. However, para 18 of IAS
24 states that ‘if an entity has
had related party transactions
during the periods covered
by the financial statements,
it shall disclose the nature
of the relationship as well
as information about those
transactions and outstanding
balances, including
commitments, necessary
for users to understand
the potential effect of the
relationship on the financial
statements’.

examples of situations where
parties are not necessarily
related. For example, entities
may have a common member
of key management or may be
economically dependent upon
each other but these situations
do not necessarily mean
that the entities are related
unless there is some other
connection. Similarly, two
venturers are not necessarily
related parties simply because
they share joint control over a
joint venture.

In analysing related party
relationships, an individual
and close members of that
individual’s family are treated
as one party as are members
of the same group. A postemployment benefit plan for
employees of the reporting
entity is considered to be a
related party of that entity and
the definition of a related party
was extended by the Annual
Improvements 2010-2012.
This ‘improvement’ clarified
that an entity providing key

Sufficient disclosure
The principle to be applied
is whether there has been
sufficient disclosure made to
enable users to assess the
potential impact of related
party transactions on the
entity’s financial position and
performance. Also, regardless
of whether there have been
transactions between a parent
and a subsidiary, an entity
must disclose the name of its

Challenges
In some jurisdictions, entities
face challenges in identifying
and disclosing related
party transactions among
government-related entities.
Government may not be able
to exert sufficient influence
over economic transactions
with related parties or in some
circumstances entities may not
be able to identify government
related entities. IAS 24 gives
an entity exemption from the
disclosure of transactions with
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a related party that is either a
government that has control,
joint control or significant
influence over the entity or is
another entity that is under
the control, joint control or
significant influence of the
same government as the
entity. If the entity applies the
exemption, then there are
alternative disclosures which
must be made.
Many accounting frauds
have involved related party
transactions and this has
created concern among

GL_T_HoltCPD.indd 51

market participants about
appropriate disclosures
and the auditing of those
transactions. These
types of transactions are
considered to pose an
increased risk of material
misstatement in financial
statements.
Partially, as a result of these
concerns, the US Securities
and Exchange Commission has
approved a Public Company
Accounting Oversight
Board standard on auditing
transactions with related

parties. As a result, companies
will need to revisit the controls
they have in place to identify,
account for and disclose
related party transactions.
In order to meet some
of the recent requirements,
auditors will need
management assistance.
For example, for any related
party transactions that require
financial statement disclosure
or represent a significant risk,
the standard makes explicit
that auditors will have to
evaluate the ability of the

related parties to meet any
financial obligations. Clearly,
such transactions should be
viewed with increased auditor
scepticism. ■
Graham Holt is director of
professional studies at the
accounting, finance and
economics department at
Manchester Metropolitan
Business School
For more information:
ifrs.org
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Brave new world

Tax officials laid the technical groundwork for realising the OECD’s grand BEPS and
country-by-country reporting schemes at a recent forum in Beijing
The principles of preventing
multinationals shifting profits
to low tax jurisdictions and
hiding revenues through
opaque and complex
company structures
have been welcomed.
But the ability of tax
administrations to achieve
this, in cooperation with
accountants and auditors,
will depend on detailed
and transparent reporting
systems that enable tax
offices to swap reports on
multiple revenue flows that
cross national borders.
It was this nitty gritty –
the engine of international
financial reporting – that
was the focus of the 10th
meeting of the Organisation
for Economic Co-operation
and Development (OECD)
Forum on Tax Administration
(FTA) in Beijing on 13 May.
Attended by the heads
of 44 tax administrations,
working with more than 150
delegates, including tax
commissioners, senior officials,
and representatives from
business and international
partner organisations, actions
on receiving and utilising data
from country-by-country (CbC)

reporting and the automatic
exchange of information
were agreed. These reporting
systems are at the heart of
actions to combat tax evasion
and avoidance, notably base
erosion and profit-shifting
(BEPS), about which the
OECD released guidance last
October.

Data disclosure

For them to work properly, tax
authorities will need to swap
data in a comprehensible
manner, and do so securely.
As a result, the OECD
forum agreed a common
transmission system (CTS),
which a post-meeting
communiqué said would
create ‘the first global bilateral
exchange system connecting
our tax administrations’.
This combination of
hardware, software, telecoms
networks and related
guidance would enable tax
administrations to comply with
the Paris-based thinktank’s
common reporting standard
(CRS) on information
exchange (supported by 101
jurisdictions worldwide), as
well as CbC reporting, which
has recently been approved
for use within the
European Union.
The communiqué
stressed that data
These reports help
security would
build modern tax
underpin this
work, with ‘leading
administrations
industry standards
that integrate
of encryption
an increasingly
applied to each
transmission’.
digital world
With tenders now
into the way
being issued, the
system should
we operate
be operational in
time for the first

exchanges of CRS data in
September 2017. It will also
assist exchanges between
the growing number of
jurisdictions backing the
OECD-sponsored system
of CbC reporting automatic
exchanges – which were
joined at the meeting by
Canada, Iceland, India, Israel,
New Zealand and, critically,
the meeting host, China (39
jurisdictions agree to conduct
these expanded data swaps).
Speaking to Accounting
and Business after the
meeting, Achim Pross, the
OECD’s head of international
cooperation and the tax
administration division, said: ‘If
you had bilateral agreements,
there would be thousands
of bilateral transmission
relationships, and that cannot
work. We need to create the IT
to make this happen.’
Meanwhile, the forum
discussed ways to coordinate
and collaborate with other
international organisations,
avoiding duplication of work.

Four recommendations
In this regard, delegates
approved four key
recommendations. One was
adopting a common ‘tax
administration capacitybuilding framework’ to help
tax administrations grow.
This will build on work
by the OECD, the InterAmerican Center of Tax
Administration (CIAT), the
Intra-European Organisation
of Tax Administrations
(IOTA) and the International
Monetary Fund (IMF) to collect
comparative data on tax
administrations. The goal is
delivering a data set on more
than 150 tax administrations.

This research, said Pross,
would be undertaken in a
formalised, yet modular basis,
taking account of the varying
abilities of tax offices around
the world to reply to detailed
questions on their activities.
The result, he said, would
be ‘a global picture’ for tax
administration executives
and managers ‘who can pull
out information on how they
are doing compared with
other countries. Where are
they doing better or worse
relative to someone else?’ For
instance, offices could look
at their employee attrition
rate. If they are performing
comparatively poorly, then
‘they can reflect on this. It
gives them a tool to check
and see, and then they can
go deeper if they wish.’
This information will
help tax administrations
boost their capacity as they
prepare for the incoming
brave new world of increased
detailed international tax
transparency. This work is
a key focus of a second
of the recommendations,
where the forum advised
tax administrations to work
with other wings of their
government, using what
the OECD calls a ‘whole
of government approach’,
when building alliances with
other tax administrations.
For emerging markets,
key links could be with
development agencies,
said Pross, given the longterm economic benefits
of effective and fair tax
collection, especially in giving
governments the revenue
they need for spending on key
public deliverables such as
education and infrastructure.
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The forum also secured a
commitment from tax offices
to participate in developing a
‘knowledge-sharing platform’
– a global online tool enabling
broader and timely sharing
of knowledge and expertise
among tax administrations.
And the forum agreed the
establishment of a ‘capacitybuilding network’ to promote
discussion. With major
developed countries being key
members of the forum, their
tax administrations can play
an important role as donor
organisations, said Pross.
Examples include offering
technical assistance to regions
such as sub-Saharan Africa,
where nascent economic
growth needs nurturing with
reliable public sector revenue
supplies directed at efficient
government service delivery.

A digital future
Clearly, effective digital
technologies will be of critical
importance going forward,
and the forum endorsed three

OECD reports outlining how
tax administrations can move
towards more digital service
delivery: using advanced
analytics and big data to better
identify risk; manage resources
and target interventions;
and encouraging accounting
practices to use technology
to help small and mediumsize businesses with tax
compliance, for instance.
The OECD communiqué
said: ‘These reports constitute
an important milestone
in building modern tax
administrations that integrate
an increasingly digital world
into the way we operate.’
Regarding tax digitisation,
Pross said real advances could
be made through integrating
tax returns into bookkeeping
software, for example, which
could make small business
tax returns more accurate and
reduce their accounting bills.
One of the reports, on
using advanced analytics to
boost tax administration,
stressed how computing

power can be leveraged
by tax offices to guide their
work, focusing inquiries on
particularly lucrative revenue
streams. It also stressed how
tax administrations should
share best practice to build an
effective body of knowledge.
The meeting also
welcomed a new OECD
report on ‘cooperative tax
compliance’ promoting the
use of better tax control
frameworks, where large
companies work with tax
authorities to submit tax
returns in agreed structures.
The goal – it stressed – is
that by following a set of
transparent rules, companies
benefited by being subjected
to fewer checks and audits.

The report concluded
that when a multinational
‘provides complete disclosures
that include relevant
information and tax risks, and
is transparent to the revenue
body, the extent of reviews
and audits of the returns…
can be reduced significantly’.
The meeting also laid
the groundwork for an
OECD committee on
fiscal affairs meeting on
BEPS – due to take place
in Kyoto, Japan as we
went to press – to further
develop related international
standards and review
the implementation of the
whole BEPS package. ■
Keith Nuthall, journalist
For more information:

Read the OECD’s Advanced Analytics for Better Tax
Administration at bit.ly/OECD-better-tax
The OECD report, Co-operative Tax Compliance –
Building Better Tax Control Frameworks, is available
at bit.ly/coop-tax-comp
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All aboard reform train

The nascent accountancy profession in Myanmar is set for a boost as the country’s
transition to democracy brings with it reform of financial reporting and sector regulation
Myanmar, the world’s newest
democracy, is improving its
financial reporting. With
the country’s first and only
stock exchange (in Yangon,
the biggest city) having
opened in March this year,
the reforms come at a
good time, and accompany
greater foreign investment,
legal changes and regional
economic integration.
The profession certainly
needs developing. Following
independence from Britain in
1948, professional accountants
became thin on the ground in
what was then called Burma.
The Myanmar Accountancy
Council Law of June 2015
gave legal recognition to
international qualifications for
the first time since a coup in
1962 prompted nationalisation
across all economic sectors
and the introduction of a
radical socialist programme.

system produced only 3,000
certified accountants in three
decades, around 500 of whom
are currently practising.
Lwin adds that keeping a
handle on Myanmar accounting
rules was tough because the
government system was ‘very
changeable and they didn’t
know anything about the
outside world. But it was also
partly to protect their powers.
If you became a minister, it was
like having the key to a safe.’
It was only from 2012,
once political and economic

reforms had begun to take
shape under president Thein
Sein that the Big Four set up in
Myanmar. However, even now,
with the government of Aung
San Suu Kyi in power since
April, foreign accountancy
firms are still unable to carry
out audits on their own.
The ban on foreign firms,
imposed in 1963, reduced
opportunities for professionals
to keep up to date with
accounting requirements at
the international level. Soe
Win, managing partner for

Deloitte Myanmar, says: ‘Over
the past year, the relaxation
of the law allowing local audit
and accounting firms to work
more closely with foreign
accounting firms represents a
significant development.’
He says that the passing
of the Accountancy Council
Law is an important milestone,
although key tracts of the
law have yet to be fully
implemented. ‘For example,
the opportunities for the audit
market and the regulation
of audit firms now await

Outlawed
This hampered the
development of modern
accounting practice. Indeed,
private accountancy was
outlawed until the early 1990s.
All accountants were state
employees and the practice
of accountancy was actively
discouraged by the state’s
totalitarian leaders.
As the head of ACCA
Myanmar, Kyaw Lwin Oo,
explains, anyone who wanted
to become a professional
accountant needed a bachelor
of commerce degree (with
a merit or higher mark) plus
two years of postgraduate
study. ‘Each year comprised
six subjects. If a student failed
one, they had to redo all six
– and the exams were very
tough,’ he says. As a result, the

▲ Reforms prospect
Aung San Suu Kyi heads
a government that was
elected on a platform
of anti-corruption,
greater transparency
and a bigger tax base
in Myanmar
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the issuing of secondary
regulations,’ he says.
The law gives the Myanmar
Institute of Certified Public
Accountants (MICPA) a more
prominent role in regulating
the profession, he adds,
‘but in practice progress
in this area is subject to
the Myanmar Accountancy
Council [MAC] agreeing to
delegate responsibilities to
MICPA. We very much hope
that the combination of
capacity building in MICPA
and MAC delegating more
responsibilities to MICPA will
do much to strengthen the
accountancy profession.’
Further financial reporting
reforms are expected under
the new National League for
Democracy (NLD) government,
which swept to victory last
November on a platform that
included anti-corruption,
greater transparency and
broadening the tax base.

Helping hands
Myanmar is also receiving help
from foreign partners. A UKMyanmar Financial Services
Taskforce was set up in 2014 to
support the development of
Myanmar’s financial services.
ACCA established a
presence in Myanmar in
March 2014 and is working to
overcome the perception that
there are few job prospects
for professional accountants.
Lwin says: ‘We have more than
20,000 companies in Myanmar,
but most lack a proper
structure and governance.
Someone might say, “I am the
boss, my wife is the general
manager and my daughter
is the accountant.” Most
companies are SMEs, with a
slow rate of transactions, and
most companies don’t pay
tax.’ There are at present 47
ACCA-qualified accountants
in Myanmar.
Win says: ‘We are always
looking to help local staff
improve their ability to deliver
quality accounting services
through ongoing training

in International
Financial Reporting
Standards
[IFRS] and audit
methodologies
as well as on-thejob support to
deliver services
‘If you became a
to international
standards.
minister, it was
We employ a
like having the key
significant number
of staff who
to a safe’
are trainees on
ACCA and CPA
programmes in
the Myanmar Vigour audit
generally that IFRS assists in
practice, which is a member
attracting foreign investment,
of Deloitte.’
and I would think this would
Tony Preston, head of the
also be true with Myanmar.
British Embassy’s ‘Prosperity
‘The main issue is proper
Team’ in Myanmar, which
understanding of the
oversees the financial services
standards by accountants
taskforce, says: ‘The country’s
in Myanmar and good
business community, with a
application. International
few exceptions, had been
Public Sector Accounting
in self-imposed isolation to
Standards [IPSAS] were
a certain degree. Now, with
considered but not formally
foreign businesses seeking
adopted at that stage. The
partners and international
application issues in the public
organisations running
sector may be greater than in
workshops on ethics and
the private.’
finance, awareness of the
Win says that no MFRS
importance of accountancy
updates have appeared over
is increasing. At the moment
the past five years. ‘It is still
you see a lot of investment
the case that accounts are
funnelled through a very small
not always prepared in strict
number of companies, and
accordance with the issued
that’s because they have their
standards, and many sets of
books in order and proper
accounts are not compliant
governance structures. But the
with the nationally adopted
wider business community is
standards,’ he says.
not in that situation yet.’
Yangon stock exchange
Meanwhile, Myanmar’s
Experts hope the launch of
Ayeyarwady Bank has
the Yangon Stock Exchange
announced it will be one of
will bring a greater level of
the first domestic banks to
transparency and corporate
release an IFRS-compliant
governance, even though it
financial statement. The MAC
has just one company trading
has refrained from adopting
on it at present. ‘The stock
IFRS in its entirety, and full
exchange is in its infancy,’ says
adherence will take years.
Preston. ‘There are likely to be
Nonetheless, since
more companies floating soon
2009, Myanmar has been
and it’s a driver for companies
following MFRS – a set of
to get their books in order.’
standards based on the IFRS
Win says: ‘We hope that
for SMEs. Richard Martin,
the Yangon Stock Exchange
ACCA’s head of corporate
and its regulators will require
reporting, describes MFRS as
better compliance with MFRS/
‘a major step and a necessary
IFRS, setting a higher standard
foundation. It has been shown

for public interest entities
which will filter down to
all businesses.’
Another factor driving up
standards in accountancy
is regional integration. The
Association of Southeast
Asian Nations (ASEAN)
Economic Community (AEC)
came into operation this year
and could help promote a
regional labour market in
accountancy professionals.
Preston says: ‘Accountancy
is one of the sectors under the
AEC that will allow freedom
of movement. We could see
accountants from Singapore,
Thailand and Malaysia coming
to Myanmar to operate. The
domestic sector can require
a certain level of domestic
awareness and experience
before they can operate, but
the potential is there and the
domestic sector should be
preparing itself. The trend
of integration in the region
already exists.’
Myanmar ‘is obviously in
its early development stage
compared with the more
mature ASEAN member
countries’, says Aucky
Pratama, executive director
at the ASEAN Federation of
Accountants (AFA).
The AFA is an umbrella for
the professional accountancy
organisations of the 10
ASEAN member countries. Its
key objective is to minimise
the gap in development
and quality of professional
accountants and financial
reporting among its members.
‘Stakeholder buyin – particularly regulator
and policymaker buyin – is key to supporting
the implementation of
international standards.
The AFA plays an advocacy
role, particularly in assisting
member bodies to
communicate the importance
of implementing international
standards,’ says Pratama. ■
Jessica Mudditt, journalist
based in Yangon

07/2016 Accounting and Business

INT_T_Myanmar.indd 55

16/06/2016 12:29

56

Technical | Update

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
European Union
Passport to services
The European Commission has
announced that it will propose
a ‘services passport’ system
by 31 December, designed
to simplify administrative
procedures for service
providers, such as accountants,
auditors and bookkeepers,
who want to expand to foreign
member states. Elżbieta
Bieńkowska, European Union
internal market, industry,
entrepreneurship and
SMEs commissioner, said:
‘The crossborder provision
of services in the EU is
underdeveloped, in particular
in the area of business
services – such as accounting.’
The passport system would
give accountants more
information, boosting legal
certainty and clarity about
relevant professional rules in
another member state. See
the consultation document at
bit.ly/eu-passport.

VAT experts cautious
The European Union’s (EU)
VAT Expert Group has called
on the European Commission
and EU member states to
craft a comprehensive reform
of EU VAT law, after the EU
executive released formal
proposals in December 2015.
The group wants to avoid
a system where member
states have the flexibility
to set up special rules for
certain sectors, such as
reverse-charge mechanisms,
without these being imposed
across the EU. Instead, EU
institutions should work
together in devising a
definitive VAT system, said the
group. More at bit.ly/vat-eu.

Telecoms guide issued
The European Commission
has released guidance
to help suppliers of
telecommunications,
broadcasting and
electronically supplied
services understand the
2015 European Union
(EU) rules that state that
payment of VAT must be
in the country where a
customer belongs, for both
business or consumer sales.
The system has confused
micro businesses in this
segment. The guidance
stresses, for example, that
where such services are
sold via an online marketing
platform, it is the operator of
the business that must pay
VAT in a consumer’s country.
More at bit.ly/ec-vat.

DTA under scrutiny
Accountants are being
asked to participate in
a public consultation on
the effectiveness of the
European Union’s (EU)
current double taxation
dispute resolution
mechanisms and how they
can be improved. The
consultation will focus
on current bilateral tax
treaties negotiated by
member states and the
EU multilateral arbitration
convention on eliminating
double taxation. See bit.ly/
dta-dispute.

Data model support
The European Union (EU)
has published information
on the customs data model
for its new Union Customs
Code, which came into
force on 1 May. The goal
is to make customs data

The secrets of a happy life
The Organisation for Economic Co-operation and
Development (OECD) has released its latest Better
Life Index comparative wellbeing data, noting that job
quality and health are key determinants of happiness.
Life satisfaction is generally highest in Denmark,
Norway and other Nordic nations, Switzerland, New
Zealand, Canada and Australia; all score well on these
employment and health metrics.
Strong friend networks, good work-life balance
and personal safety are also associated with high life
satisfaction, noted the OECD wellbeing index.
More at bit.ly/oecd-life.

interoperable between the
EU’s 28 member states.
The model is based on
World Customs Organization
standards. See bit.ly/eu-ucc.

Procurement problem
The European Commission
has claimed that 21
European Union (EU) member
states are failing to comply
with one or more of the three
2014 directives designed to
drive corruption and collusion
out of EU public procurement
and concessions (directives

2014/23/EU, 2014/24/EU,
2014/25/EU). These reforms
were supposed to be
implemented by 18 April. But
Austria, Belgium, Bulgaria,
Croatia, the Czech Republic,
Cyprus, Estonia, Finland,
Ireland, Greece, Latvia,
Lithuania, Luxembourg, Malta,
the Netherlands, Poland,
Portugal, Romania, Slovenia,
Spain and Sweden have not
done so comprehensively. See
bit.ly/eu-proc. ■
Keith Nuthall, journalist
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‘It’s a long way to Portaferry,’
says Irish-born Stephen
Smyth ACCA, CFO of
Brookfield Financial, but Bay
Street seems to suit him just
fine. As CFO, Smyth’s role
takes him much further than
just the heart of the financial
district in Toronto, Canada,
with the responsibility
for ensuring the financial
management strategy
of six North American
companies and a further
nine global entities. This
means consolidating global
results on a monthly basis
and reporting to the public
company parent, Brookfield
Asset Management.
At the same time, he
is setting both global and
country-level cost budgets
and revenue targets, and
monitoring against actual
results on a monthly basis,
dealing directly with both
domestic and global
managing partners on all
business issues affecting their
entity and acting as point of
contact for all regulators and
the global external auditor.
Brookfield Financial is
a global investment bank
headquartered in Toronto, and
is the independent advisory
subsidiary of Brookfield Asset
Management. Brookfield
Property Partners (part of
the Brookfield Group) is joint
owner, with Qatar Investment
Authority, of Canary Wharf
in London. With offices
throughout North America,
South America, Europe, Asia
and Australia, Brookfield
Financial offers mergers and
acquisitions (M&A) advisory,
debt placements, project
finance, asset brokerage
and structured transaction
services to clients across the
globe. By 2015, the company
had US$68bn in transactions
under its belt, including the
development of a 60,000-seat
stadium in Perth, Australia,
the sale of the Hana Daetoo
Securities Building in Seoul,
South Korea, and the

Joining the dots

Achieving global connectivity was the challenge facing
Stephen Smyth ACCA, CFO of Toronto’s Brookfield Financial

»

07/2016 Accounting and Business

INT_P_Smyth.indd 57

16/06/2016 13:51

58

People | Interview

Malmaison and Hotel du Vin
hotel chain in the UK.

Rapid growth
However, keeping pace with
the burgeoning international
commercial opportunities
wasn’t necessarily a done deal.
In 2011, when Smyth joined
Brookfield Financial as vice
president, finance, the firm
was undergoing rapid growth
but its control and information
systems were holding it
back. When a company has
experienced a period of rapid
growth, says Smyth, it’s often
the case that the information
infrastructure that used
to work just fine suddenly
becomes obsolete.
The main challenge
was therefore to integrate
Brookfield’s global offices in a
way that streamlined financial
and regulatory reporting,
promoted collaboration and
ensured consistency in their
global brand.
How important to the
success of the organisation
was meeting the connectivity
challenge? ‘Innovation is a key
component to our success as
an organisation,’ says Smyth,
‘from the innovative ideas our
teams take to our clients every
day to the innovation of our
back office – how we report,
how we budget and plan,
how we efficiently collaborate,
how we collect and use data
to provide the basis of our
strategic thinking – all geared
towards adding value to the
organisation. Meeting the
connectivity challenge would
essentially catapult our ability
to innovate to new levels.’
As the need for rapid and
accurate data was critical to
making commercially sound
strategy decisions, the first
thing Smyth tackled was the
quality of Brookfield’s financial
reporting. With the numbers
coming from across the globe,
on different platforms, the
type of reporting and analysis
that would ensure seamless
management was not possible,

*
*
*
*
*
*

’As a finance professional in this
industry, your first job is to build
a team and an infrastructure
that ensures your numbers are
right and allows you to actually
focus on the real part of your
job, which is adding value for the
organisation, strategy.’

Tips

’Don’t accept the excuse “That’s how it’s always
been done”. We can always do better and the past
places no limitations on the future. Look to innovate
whenever possible; that’s how you achieve real and
meaningful job satisfaction.’
’Listen more, talk less; it’s amazing what you can learn
about your industry and your people when you are
not speaking. I spend a lot of time on conference
calls at odd hours with our global teams, listening
to different ideas and perspectives; this has been
an invaluable source of input as we build for the
Brookfield Financial of tomorrow.’
’Be a leader people want to follow. Explain and
ultimately sell your idea or vision to your team; show
how it will benefit everyone. Encourage collaboration
and involvement at many levels throughout your
organisation; creating a positive culture around a new
idea or project is more than half the battle.’
’Take it personally. As the financial custodian of my
company I negotiate with both external vendors and
internal stakeholders as if I was spending my own
money. If I haven’t negotiated the best deal possible
and created maximum value for my organisation then
I haven’t done my job properly.’
’Cost containment is a huge part of my DNA but, at
the same time, I am always willing to spend money if
it improves the client experience or if it makes what
we do better.’

making Smyth’s job all the
more difficult. For example,
he explains, ‘numbers would
be coming in from different
corners of the globe from
different accounting systems,
with different reporting
deadlines. It simply wasn’t
working and it basically
required hauling our global
reporting into the 21st century.’
Following a long process of
due diligence, Smyth brought
in a new accounting system
that would put everyone on the
same page. ‘The result is that
instead of fire fighting, we now

have an accounting system that
allows me to report, in a very
streamlined, efficient fashion,’
he says. ‘We can now mine our
financial data quickly to drive
the business forward, and that’s
where the value-add comes in.’
But that was not the only
integration necessary. With
brokerage, M&A, debt and
infrastructure teams operating
in different regions around the
globe, a unified information
platform and process would
be essential to ensure brand
consistency and forecasting
accuracy. The first step at

improving the collaboration
between all the organisation’s
locations was the introduction
of salesforce.com as the new
CRM tool.
‘What I learned, especially
in the salesforce.com rollout,’
Smyth explains, ‘is that there’s
no limit to the amount of
money that you can spend on
a new platform of any kind. As
CFO, it was my job to say with
authority “This is what I want
to spend, this is how I want
it to look: can you make this
happen?”’ However, it wasn’t
necessarily the selection of a
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platform that was the tough
job; the real challenge, Smyth
says, was getting all staff
engaged and having them buy
into the concept that the new
way of information-sharing and
communicating would bring
its reward.

‘Sell your vision’
‘When we said we were
going to throw out the old
CRM system and bring in
a new one, getting buyin was a leadership and
communications issue,’ he
says. ‘You’ve got to be able to

explain and ultimately sell your
idea or vision to your team.’
To this end, Smyth’s ongoing
strategy is to touch base with
every entity within the group
on a weekly basis, whether to
talk through a new plan, to
learn where they might need
more support or to determine
the status of their deals.
In addition to establishing
confidence in new processes,
this would be essential in
creating a positive culture;
ultimately, says Smyth, ‘it’s this
level of in-depth involvement
at both ends of the income

statement that enables me to
forecast accurately’.
And the proof of the
pudding is in the eating. ‘With
the new system, when we do a
pitch to a client and it’s been
well received, we can replicate
that success around the world
in a way that is consistent with
our brand, and the process
is now documented and
accessible in one place in the
cloud,’ he explains. ‘My guys
in India don’t have to wait
until I wake up in the morning
to send them something;
they can just go and grab

59

it themselves. It’s a level of
connectivity the company’s
never had before.’
The final piece of the
connectivity puzzle is a current
project Smyth is working on
to build a separate dedicated
IT platform ‘that will put all
our global offices in touch like
never before’.
Currently, all the global
offices are on separate IT
platforms, shared in each
region with their ultimate
parent company, Brookfield
Asset Management. However,
as Smyth explains, it doesn’t
offer the level of connectivity
between each of their
locations that he would like.
‘For example, Brazil is on a
network completely isolated
from the rest of the world,
Australia the same, Europe
the same. So we’ve made
the decision to separate
from Brookfield Asset
Management’s platform, and
design and develop our own
IT platform, which I hope
to roll out probably early
fourth quarter.’ That’s a huge
game changer for Brookfield
Financial, he says. ‘It’s a
monumental project that must
be planned and executed
perfectly as any disruption or
lack of performance would
undermine what I believe to be
our best strategic decision yet.’
As to Smyth’s role in
ensuring global connectively,
the company has counted
on his ability to make some
hard choices, to be direct,
and above all be consistently
accurate and accountable.
‘Coming from Portaferry, a
small Irish town just outside
Belfast, has served me well
in that regard,’ says Smyth.
As he explains, his Northern
Irish tenacity has ‘paid off
big time’ as ‘there’s no room
for shrinking violets in the
investment banking world’. ■
Ramona Dzinkowski, Canadian
economist and editor-inchief of the Sustainable
Accounting Review
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Giving something back

Charities and community organisations clearly benefit from having pro bono support
from accountants, but volunteering also enriches the lives of the accountants themselves
Why would anyone want
to take unpaid leave from
their day job or – possibly
even less appealing – use
up their paid annual holiday
entitlement to work for
free in a poor country, with
people they don’t know?
The answer is simple:
it’s about giving back to
society. There is a wide
range of international
volunteering programmes
to suit many interests. Of
particular relevance to finance
professionals – and popular
among ACCA members – is
Accounting for International
Development (AfID),
which offers accountants
volunteering opportunities.
To date, more than 800
accountants have offered
their time and skills to
not-for-profit organisations
in over 50 countries, on
assignments lasting anywhere
from two weeks to 12 months.
They have supported schemes
including conservation
projects, hospitals, microfinance organisations, streetchild centres and women’s
empowerment programmes.
The aim of the assignments
is to develop and enhance the

▼ ‘Back to basics’

Denise Ma (left) with fellow volunteer
Georgia Millroy in Cambodia

skills, confidence and potential
of the local people, so that
not-for-profit organisations
have the financial
management capacity to
deliver effective programmes.
AfID calculates that its
volunteers have donated
nearly £11m in pro bono
accounting services to date.
While charities
and community
organisations
clearly benefit
from having
free input from
professional
‘It made me
accountants,
realise that it is
volunteering also
important to learn
enriches the lives
of the accountants
to be content and
themselves – as
that, sometimes,
the case studies
of the following
simplicity is bliss
three ACCA
members show.

’

Simplicity is bliss
Malaysian-born Denise Yoke
Wah Ma works as a financial
analyst for fast-moving
consumer goods company
Panamex Pacific in Singapore.
Looking for both a change
of scenery and the chance to
make a difference, she decided
to volunteer with AfID. She
undertook a two-month project
with Grace House Community
Centre in Cambodia. The
centre offers impoverished
locals the chance to learn a
craft, language and vocational
skills that will help them
become self-sufficient.
Ma was mainly involved
with a women’s social
enterprise project that is run
by the centre. Local women
learn how to weave products
such as bags and purses from
natural materials, including
hemp and water hyacinth.

These are then sold for profit
in local shops and, more
recently, in New York.
As part of her role,
Ma helped to review the
costing and profitability of
the products, focusing on
areas such as labour and
material costs, and overheads.
She also helped to create
spreadsheets that could be
used to monitor stock levels.
One of the highlights of the
assignment for Ma was getting
to ring the centre’s school bell,
which was used to signal when
lessons were about to start or
end. She says: ‘It was amazing
to go back to basics.’
Overall, the assignment
gave Ma a fascinating insight
into a working culture that
was completely different from
the one she was used to. It
also gave her an insider’s view
on how NGOs work. So did
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it change her perspective at
all? ‘It made me realise that
it is important to learn to be
content and that, sometimes,
simplicity is bliss.’

Children in Cambodia
Eva Janoskova is financial
director at Arval, part of
the BNP Paribas group,
in Bratislava, Slovakia. In
2014, she used her annual
leave entitlement to spend
five weeks in one of the
most deprived regions of
Cambodia, supporting Salariin
Kampuchea, an education and
youth empowerment centre
offering free English, computer
and life skills courses to
vulnerable children.
A keen traveller, Janoskova
came across AfID while
searching the internet for
volunteering opportunities.
‘I was happy to find a good
match where I could offer a skill
that would be useful,’ she says.
As Salariin Kampuchea
depends heavily on donations,
it needs to demonstrate
that the money it receives
is properly accounted for.
So Janoskova helped the
manager of the centre
with financial reporting by
improving the use of existing
accounting software to get
the reporting done faster. She
also undertook a review of the
existing reporting system and
the controls that were in place.
‘It was a really good
experience spending some
time in another country and
learning about its culture,’
says Janoskova. ‘I also enjoyed
seeing a different sector. I
work in a normal corporate
world, so it was interesting
to see how hard it is for small
entities to manage their
reporting requirements.’
When asked for her advice
to other would-be volunteers,
Janoskova says: ‘If you are
hesitant about volunteering,
it’s good to get as much
information as possible. AfID is
very helpful. It’s also useful to
speak to past volunteers.’

▲ ‘A good match’
Eva Janoskova (second
from right) with the staff
of Salariin Kampuchea

Finance flow in Nigeria
Augustine Entonu is Nigerian
but has been living in London
since 2008. He now works in
a commercial advisory role
within the UK civil service.
Between August 2014
and September 2015, Entonu
worked with two Nigerian
recipients of funding from
Geneva-based financing
organisation The Global Fund,
which counts Bill and Melinda
Gates among its founders.
The two recipients were the
National Malaria Elimination
Programme and Africare
– a US non-governmental
organisation (NGO) that was
established to fight AIDS,
tuberculosis and malaria, and
which has an office in Nigeria.
‘I felt it was time to give
back to my country,’ says
Entonu. ‘I decided to do it
through AfID because of the
opportunities it offers.’
For much of the
assignment, Entonu juggled
his volunteering work with paid
work as a university lecturer
– he’s a visiting professor at
Grenoble Graduate School of
Business – and spending time
with his wife and two children.
His wife was very supportive,

▲ ‘Humbling experience’

AfID volunteers working in Nigeria (left
to right: Temi Garrick, George Meacham,
Augustine Entonu and Peter Ellis)

though. ‘She knew it was close
to my heart,’ he says.
Entonu drew on his
ACCA training during his
assignment, when he helped
to redesign and strengthen
the two recipients’ financial
management systems. He
also supported a customer
supply chain integration
project that involved the
distribution of insecticidetreated insect nets. His role
was to ensure there was
sufficient accountability to
donors with regards to how
money was spent.
One of the most important
lessons Entonu learned from

his assignments was that
projects shouldn’t just be
about the results. ‘It’s about
the journey as well as the
destination,’ he explains. ‘Enjoy
the journey and you will see
the results before you get to
your destination. I feel I have
made a contribution to helping
ensure that financing flows to
those who need it most. It was
a very humbling experience.’ ■
Sally Percy, journalist
For more information:
Visit afid.org.uk or email
info@afid.org.uk
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IPSAS in Arabic move

Arabic-language version of international public sector accounting standards certificate
issued as the region starts to switch its accounting basis from cash to accruals
Deloitte and ACCA have
launched an Arabic version
of the Certificate in
International Public Sector
Accounting Standards
(Cert IPSAS).
The move has been
prompted by the gathering
pace of the transition from
cash/modified cash accounting
to accrual accounting
standards among the 22 Arab
League member states. Five
are currently switching, and the
number is expected to double
over the next two years.
Maher Khalil, consulting
partner and operations leader
at Deloitte in the Middle
East, said: ‘The development
of skilled professional talent

▲ Morocco leads the IPSAS way

Morocco is one of the five Arab League states implementing
accrual-based public sector accounting with IPSAS

Malta gets IFRS in a hurry
ACCA, in partnership with the Malta Institute of
Accountants (MIA), hosted a sell-out CPD event in the
town of Rabat on the island in June. Aidan Clifford,
advisory services manager, ACCA Ireland, presented
a full-day session on ‘International Financial Reporting
Standards in a hurry’ to 170 members and guests, giving a
whistle-stop tour of the latest changes in the standards.
Malta’s minister of finance, Edward Scicluna, opened
the conference, and speeches were also given by:
Franco Azzopardi, MIA president; Marcel Coppini FCCA,
professional services consultant and ACCA International
Assembly member; and Liz Hughes, head of ACCA Ireland.
Clifford said: ‘The topic on the day seemed to appeal
to the local membership. “IFRS in a hurry” is designed
as a high-level overview of the standards with a view to
identifying areas requiring further study, but highlighting
as you go along the proposed changes and the standards
appearing most often in the findings of the European
regulator, the European Securities and Markets Authority.
It is an accounting standards update for managers
and members who have moved beyond the pure
accounting function.’
Commenting on having Malta’s finance minister
in attendance, Clifford said: ‘The minister is someone
who really understands how important accounting and
accountants are to the growth of an economy.’

capable of leading and
executing the government’s
financial management
according to international
standards is at the top of
the agenda of public sector
leaders we talk to. ACCA
and Deloitte are making this
Arabic-language professional
international certification
available to the region as a
reflection of our commitment
to Arab countries and the
ambitious strategies to
develop their public sector.’
Lindsay Degouve de
Nuncques, head of ACCA
Middle East, said: ‘Building
financial and accounting
knowledge and capability of
public sector professionals
is a key enabler of economic
development and public
accountability. These are the
very reasons why we have
developed Cert IPSAS, which
we launched globally in
November 2014.’
Cert IPSAS has been
developed for public sector

organisations to train their
professionals in IPSAS – global
accrual-based accounting
standards used in preparing
general-purpose financial
statements.
Mohammad Jallad, audit
partner, Deloitte in the Middle
East, said: ‘Cert IPSAS in
Arabic provides a foundational
learning on the basics of
IPSAS, the key principles of
accrual accounting in the
context of the public sector,
and equally importantly
promotes awareness of Arabic
technical accounting IPSAS
terminology.’
Nuncques said: ‘Cert
IPSAS has been developed
to support and build strong
financial reporting based on
internationally recognised
financial reporting standards
for the public sector, and we
recognised that here in the
Middle East an Arabic version
was necessary – hence working
together with Deloitte in
developing this concept.’ ■
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Meet your Council

A new area of our website asks members of ACCA’s Council – elected by the wider
membership – about their careers and experiences. Here’s a taster of what they say
A Rosanna Choi
Partner, CWCC, Hong Kong
ACCA gave me the chance
to obtain its professional
qualification. This opened
the door for my career
development, and
I am grateful for it.
F
By serving
on the Council, I
have become a
sounding board for
fellow members,
and part of a
global thinktank to
decide strategies
for the sustainable
development
of ACCA.
With more
competition from
more practices,
large and small,
my firm is not competing
on price but on services. In
developing the depth and
width of our services and
markets, I am inspired by
ACCA’s research and insights,
which help further the
science of accountancy.
B Anthony Harbinson
Director of safer
communities, Department
of Justice, Northern Ireland
On Friday 4
November 1983,
A
in the final year
of my degree at
the then Ulster
Polytechnic, I was
in a classroom
when a bomb
went off. It killed
three people
in the room
next door. I was
trapped under a
brick wall looking
at a dead body.
It was a life-

defining moment and left me
with a feeling that I wanted
to make a difference and
change this world.
I became an accountant
because I’m dyslexic.

those working in wealthier
countries are acting in an
ethical and professional way,
and not exploiting those
people trying to develop
emerging economies.

to a senior manager, and
this means a change in roles
and responsibilities.
As professionals, we have
to realise the expectations
of the public that we will
D

‘The relevance
and reach of ACCA
means I can give
something back.
But I can also learn
so much from
ACCA colleagues
across the world’
I thought it would be 95%
about numbers and 5%
about words. I got it wrong
– it is the other way round!
You spend most of your time
explaining and negotiating
the numbers.
For me, the role of
the accountant is about
sustainability. Accountants
are essential to help take
the third world into the
first world, and ensure

C Hemraz Hoolash
Risk and treasury manager,
State Trading Corporation,
Mauritius
Being a Council member
is a great opportunity
to contribute to the
profession and to ACCA.
Being a member of a
professional body means
greater responsibility to
society. I have moved from
the position of an accountant

work in their interest first.
It is important that we live
up to their expectations as
we ultimately earn our living
by providing our services
to them.
The most important
parts of being on Council
are the ambassadorial role,
and the work I do when
Council meets at breakout
sessions, such as on strategy
development. It’s very
C

‘The main purpose
of my serving on
Council is to act
as a sounding
board for ACCA
members and to
help shape the
future of ACCA’

Accounting and Business 07/2016

INT_A_MeetCouncil.indd 64

13/06/2016 10:36

Council | ACCA

E

‘I have had such
a wonderful and
varied career –
from working my
way up through
the ranks to
ultimately being
the FD of a plc’
B

‘We have to
support the
profession
because we are
the profession.
That is why my
membership
matters to me’

have sat on
many of the
committees
and chaired
‘In 2010, I became
a few too.
This, for me,
the first female
is where all
ever to be elected
the hard work
is undertaken
to sit on the
as we work
board of any
with the
ACCA
stock exchange in
teams to
Pakistan’
understand
and help
shape the
satisfying to do this
outcomes for the future.
work, and an honour.
As Council members, we
are there to fully discuss
D Lynne Hunt
any issues and challenge
LAH Accounting, UK
decisions if required – we
My role as Council
cannot be silent, and we get
member is very
fully involved in discussions.
important to me, as
E Ayla Majid
we contribute to the

65

having overcome them, I
think they ended up being
opportunities that helped
me grow. The challenges
have included dealing with
situations where I had to say
no to corruption, stand up
against unethical practices
and see a way through an
environment weighed down
by red tape.
I am passionate about
supporting women in their
careers whenever I can. I
am a strong advocate of
women being represented
on boards, as it provides
diversity and brings a unique
perspective to organisational
decision-making. At the
same time, it offers women
an opportunity to act at a
strategic level.

F Joseph Owolabi
CEO, CAMCO, Pakistan
Senior manager, EY, Nigeria
Being on ACCA’s Council
I am now leading the
gives me an absolute sense
climate change practice
of pride. It’s a position
for EY in West Africa.
of great
ACCA demonstrates
responsibility
that while I have an
that entails
academic background, I
looking
also have strong technical
‘My financial
after the
accountancy ability. It
expertise has
interests of
shows that I have honed
stakeholders,
my business skills at a
guided my career
including
professional level. It’s an
decisions and
members,
accreditation that is of
students,
value to employers.
given me courage
employers,
The professional
to follow what
the
accountant’s role goes above
organisation
and beyond the numbers –
I am passionate
itself, and
we can see the trends, and
about’
society
we can make the links to
at large.
strategy and innovation.
I’m
The ACCA Qualification is
what our decisions
particularly passionate
helping to lead this change
mean to students and
about developing markets
because it gives people
members, and how
so that ACCA continues
the big picture. ACCA
we can help them to
to be successful and can
members are more businessachieve their career
enhance the recognition of
orientated, and can help
aspirations.
its members and increase
with strategic issues, such
I feel that, as a
their employability.
as when a company needs
Council member, I
I have had numerous
to innovate or deal with
am at the pinnacle of
challenges in my career, but
climate change.
my career and able to
For more information:
bring my experience
to the discussions.
Find out more about the lives and careers of
During my nine
ACCA Council members at bit.ly/ACCA-C-members
years on Council, I

strategic direction of
the organisation.
My aim on Council
is always to think about
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Open for business
ACCA’s close links with Turkey’s accounting profession have
culminated in the opening of its 100th office, in Istanbul

62 News
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ACCA’s remarkable
journey to its 100th office

ACCA member
benefits
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

ACCA has opened its
100th office, in Turkey.
ACCA Turkey’s new head,
Filiz Demiröz, welcomed
employers, politicians and
VIP guests including the
Turkish professional body
TÜRMOB, to mark the
opening of the premises
in Istanbul.
Speaking at the event,
ACCA chief executive
Helen Brand spoke about
ACCA’s strong connections
to Turkey: ‘It’s 10 years since
the 2006 World Congress
of Accountants in Turkey.
TÜRMOB were excellent
hosts and organisers of that
highly successful congress
and it was at that time that
ACCA first began to develop
a close relationship with our
TÜRMOB counterparts.’
Demiröz called the
Turkish office ‘a logical step
in our strategy to 2020.
We know there is demand
for accountants here in
Turkey, and that business
and the public sector here

need accountants who can
act ethically and who have
the skills required to help
Turkey’s economy thrive and
grow,’ she said.
See also the president’s
column on page 22. ■

▲ Welcome to Turkey

Nail Sanli, president of
TÜRMOB, with head of ACCA
Turkey Filiz Demiröz (centre)
and ACCA chief executive
Helen Brand at the official
opening of the Istanbul office

Harnessing the entrepreneurial spirit
ACCA has published a guide to help small
businesses understand the importance of
financial literacy and to guide them through
the basic elements.
Financial management is at the heart
of running a successful business, affecting
every aspect. Yet many entrepreneurs are
unequipped with the skills and knowledge
needed to make informed decisions about
their financial resources.
ACCA’s new guide, Financial
management and business success – a guide
for entrepreneurs, stresses the importance
of business planning and the role it plays at
every stage in the life of a business.
Featuring quotes, case studies and

statistics that support skilled financial
management, the guide shows how to ensure
individuals have the financial skills needed to
help their organisation reach its full potential.
‘Having the right financial capabilities
remains vital throughout the life of a
business, whether you are just starting
out, have an established business or
are looking towards a final exit from the
business,’ says Rosana Mirkovic, ACCA’s
head of SME policy. ‘As the financial
management needs of organisations
continually evolve, recognising the right
financial management capabilities is
imperative to their success.’
Find the report at bit.ly/ACCA-finman.
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