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Can you spot the vampire in your workplace?

‘People don’t leave jobs; they 
leave managers,’ as the well-
known saying has it. This is 
fi nely illustrated in our cover 
feature this month. Based 

on her recent book, executive coach Connie Voigt explains 
how stress is generated by encounters with energy suckers 
in your workplace. She dubs them ‘psychovampires’ and they 
come in various forms – for example the Snare Vampire, the 
Yes But Vampire, the Depressive Vampire and the Monument 
Preservation Vampire. In her article, she expounds on the 
Snare Vampire, the despot disguised as the boss. While many 
consider their relations with those they share the workplace 
with as pretty much given, and accept many an irritation as 
just part of the job, it doesn’t have to be like that, she says. 
Read the feature beginning on page 30.

As we go to press, the US primary elections in New 
Hampshire are under way. In the lead up to the presidential 
elections, Democratic frontrunner Hillary Clinton has set her 
sights on ‘quarterly capitalism’. Our feature beginning on page 
16 examines whether quarterly reporting really is a problem and 

whether Clinton has the right solutions.
With the fi nal publication of the International Accounting 

Standards Board’s new reporting standard on leasing – long in 
the coming – we have two features on the topic. Graham Holt’s 
CPD points-earning feature explains the nuts and bolts, while 
Stephen Bowen, lease accountant in the Finance Centre of 
Excellence at the BBC, offers a practical perspective. 

We also feature Rwanda in this issue, on page 62. The 
Institute of Certifi ed Public Accountants in Rwanda (ICPAR) is 
partnering with ACCA in developing the accountancy profession 
there through a twinning model that majors on partnership, 
mentoring and skills transfer. These efforts are part of the 
memorandum of understanding to strengthen accountancy 
and improve collaboration (Mosaic) signed by the International 
Federation of Accountants with 12 donor organisations. 

And fi nally, in our big interview, we speak with Quin SQ 
Thong FCCA, who has used her fi nance skills to help establish 
a weaving business that offers hope to a community of women 
weavers in Bhutan. Her inspiring story is on page 12.

Lesley Bolton, international editor, lesley.bolton@accaglobal.com
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The leading monthly magazine for 
fi nance professionals, available in 
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There are different ways to read AB. 
Find out more at
www.accaglobal.com/ab

Also from ACCA

AB Direct
Sign up for our weekly news and 
technical bulletin at 
www.accaglobal.com/ab

Accountancy Futures
View our twice-yearly research and 
insights journal at 
www.accaglobal.com/futuresjournal

Student Accountant
Access the magazine for 
ACCA Qualifi cation and 
Foundation-level students at 
www.accaglobal.com/
studentaccountant

Member benefits
To learn more about the 
benefits of ACCA membership, 
visit www.accaglobal.com/
memberbenefi ts 

ACCA Careers
Search thousands of vacancies and 
sign up for customised job alerts at 
our jobs site www.accacareers.com/
international

About ACCA

ACCA is the global body for 
professional accountants. We aim to 
offer business-relevant, fi rst-choice 
qualifi cations to people of application, 
ability and ambition around the 
world who seek a rewarding 
career in accountancy, fi nance and 
management. We support our 178,000 
members and 455,000 students 
throughout their careers, providing 
services through a network of 95 
offi ces and active centres.  
www.accaglobal.com 

Channels and media

Accounting and Business is more 
than just a magazine. You can read 
us, follow us and engage with us – 
and in more ways than one. 

AB hub
See our new AB hub at 
www.accaglobal.com/ab 

AB app
Download from iTunes App Store, 
Google Play or via the AB hub

AB digital archive
The latest issue and an 
archive of issues stretching back 
to 2009

Twitter
Accounting and Business tweets 
at @ACCA_ABmagazine 

Videos and podcasts
Look for links in the magazine or 
go to www.accaglobal.com/ab

Webinars
On a raft of topical issues
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▲ A smile on 
his Facebook
Profits at Facebook, 
headed by Mark 
Zuckerberg, soared 44% 
in 2015 to US$17.9bn, 
with net profit rising 
US$800m to US$3.7bn

▲ The happy slam
Won this year – again 
– by Novak Djokovic, 
the Australian Open has 
pulled off a stunning 
commercial recovery 
over the past decade, 
posting record revenues

► Virus fears
The mosquito-borne 
Zika virus, which 
has been linked to 
thousands of birth 
defects in Latin America, 
has now been detected 
in over 20 countries 

▲ The big crash
Steve Carrell, Ryan 
Gosling, Brad Grey and 
Brad Pitt star in The Big 
Short, which documents 
the lead-up to the 2008 
financial crisis

6 News | Pictures
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▼ Open for 
business
With trade sanctions 
now lifted, Iran can 
sell oil internationally 
and access more than 
US$100bn in previously 
frozen overseas assets

▼ Not so sweet
European Union 
officials say they will 
consider whether to 
investigate the UK’s tax 
deal with Google, as 
part of a crackdown on 
‘sweetheart’ deals

▼ Bondman
David Bowie’s Blackstar 
album was released 
days before his death. In 
1997 he sold US$55m of 
‘Bowie Bonds’, backed 
by revenues from his 
pre-1990 recordings
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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 fi nance profession

EU tackles tax avoidance
EU member states will share 
tax-related information on 
multinational companies 
operating across the EU 
and block common tax 
avoidance devices under 
new rules proposed by the 
European Commission. 
Member states will be 
advised on how to prevent 
the abuse of tax treaties. 
The commission will also 
promote good governance 
in tax affairs internationally 
and list third countries that 
‘refuse to play fair’ in tax 
policy. The commission said 
that the tax laws in the 28 
member states need to be 
aligned to fi ght aggressive 
tax avoidance. The measures 
are based on the Base 
Erosion and Profi t Shifting 
(BEPS) recommendations 
of the Organisation for 
Economic Cooperation and 
Development (OECD). 

Apple negotiates on tax
Apple chief executive Tim 
Cook has met with EU 
competition commissioner 
Margrethe Vestager in an 
apparent attempt to reach 
agreement on tax liabilities to 
member states. Bloomberg 
Intelligence has calculated 
Apple could have to pay more 
than US$8bn in extra tax to EU 
member states if EU state aid 
rules have been breached. 

Tie for ‘most corrupt’
Corruption remains rife in 
two-thirds of countries, but 
the incidence of corruption 
has declined in the past year, 
according to the latest edition 
of Transparency International’s 
Corruption perceptions index. 
TI said Guatemala, Sri Lanka 
and Ghana had signifi cantly 
cut corruption, while Greece, 
Senegal and the UK had 
also improved. Denmark is 
rated as the world’s least 

corrupt country, while North 
Korea and Somalia tie for 
the unwanted title of global 
capital of corruption.

Gender imbalance
Improvements in female 
representation in the 
workforce are failing to 
translate into similar levels of 
representation in leadership 
positions, according to 
statistics published at the 2016 
World Economic Forum at 
Davos by a HeForShe study. 
Although women represent 
39.7% of the workforce in 
the 10 businesses in the 
project, the proportion of 
senior leadership roles held 
by women ranged between 
11% and 33%. The businesses 
in the study include PwC, 
McKinsey, Barclays and Twitter. 
Meanwhile, many countries will 
be celebrating International 
Women’s Day this month 
(8 March), including events run 
by some ACCA offi ces.

RSM income up 6%
RSM grew its fee income 
globally by 6% last year to 
US$4.64bn. Revenues rose by 
10% in the US and Europe, by 
9% in Latin America, by 6% 
in the Middle East and North 
Africa, and by 1% in Asia 
Pacifi c. Audit and accountancy 
fees increased by 4% to 
US$2.27bn, tax grew by 7% 
to US$1.35bn and consulting/
advisory was up 6.9% to 
US$1.02bn. Member fi rms 
adopted the RSM brand and 
trading name during the year.

Audit quality debate
Strong corporate governance, 
corporate reporting and 
auditing fi t together, 
according to respondents 

to a discussion paper on the 
future of audit and assurance 
from the Federation of 
European Accountants (FEE). 
Respondents highlighted 
audit quality as an important 
overarching theme. The 
responses were published 
in the FEE report Pursuing a 
strategic debate. Respondents 
stressed that the key to quality 
lay with people, culture, 
knowledge and competence; 
integrity and independence; 
and the tone at the top.

Cyber risks ‘increasing’
Cyber attacks and insider 
thefts of sensitive data are 
the fastest-growing business 
risks, according to EY’s 2016 
global forensic data analytics 
survey, Shifting into high 
gear: mitigating risks and 
demonstrating returns. Some 
69% of respondents said 
their organisations need to 
strengthen their anti-fraud 
procedures. Among C-level 
respondents, 74% said 
systems need to improve, 
citing regulatory pressures. 
The global survey obtained 
responses from 665 executives 
in nine major industries.

PwC buys Outbox cloud
PwC has acquired Polish 
cloud-based services provider 
Outbox Group. The acquisition 
follows similar deals with 
Booz & Company and Mokum 
in 2014 and brings PwC’s 
presence in the tech sector up 
to nearly 3,000 practitioners 
across the EMEA region. PwC 
said the Outbox acquisition 
will help it to support clients 
in delivering digital and 
customer transformation 
projects. PwC has also entered 
into a long-term strategic 

Carbon pricing is 
climate key
Carbon pricing is the best 
policy measure to mitigate 
climate change, a report 
from the International 
Monetary Fund argues. The 
report specifi cally warns 
that maritime and aviation 
fuels are ‘underpriced’ 
as a result of the incapacity of national governments to 
impose carbon taxes on them. Maritime and aviation travel 
are responsible for about 4% of global carbon dioxide 
emissions, although the sector’s share of total emissions 
is ‘rising rapidly’. The IMF is against using regulations to 
reduce carbon emissions and prefers the use of taxation to 
emission trading schemes.

The IMF estimates that a levy of US$30 a tonne on 
the two fuels would raise US$25bn by 2020 towards the 
projected climate change fi nance fund of US$100bn.
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relationship with LRN, a New 
York-headquartered fi rm that 
advises on ethical cultures 
and leadership.

Offshoring threat rises
A growing number of 
accounting and fi nance 
jobs will be offshored at 
the expense of incumbents, 
according to the latest edition 
of the Robert Walters global 
salary survey. ‘There is a 
trend towards streamlining 
processes and reducing 
staff costs,’ concluded the 
survey. The contracting out 
of core fi nance services is 
one approach being taken by 
organisations, it said. More 
positively, it added: ‘In a bid 
to stop this outward fl ow, 
companies placed renewed 
focus on retaining key talent 
by restructuring their fi nance 
teams to provide better and 
more clearly defi ned career 
development paths.’

IR for Islamic finance
Integrated reporting can help 
Islamic fi nance institutions 
reassure investors, say the 
organisers of the Responsible 
Finance Summit, which takes 
place in Kuala Lumpur at 
the end of March. Building 
on environmental, social 
and governance (ESG) 
reporting principles, IR can 
explain whether investments 
are sharia-compliant. The 
conference organiser, the 
RFI Foundation, added that 
more Asian companies have 
become aware of the ESG 
demands of many investors. 
Use of IR principles should 
make capital cheaper to 
access, it added.

Privacy Shield agreed
The European Commission 
and the US have agreed a new 
framework for transatlantic data 
transfer. The Privacy Shield 
replaces the Safe Harbour 

arrangements ruled illegal by 
the European Court of Justice 
last year. The commission said 
the new framework will protect 
Europeans’ fundamental rights 
when their data is transferred 
to the US, while ensuring 
legal certainty for businesses. 
Companies in the US will have 
to protect the personal data of 
Europeans, backed by strong 
monitoring and enforcement 
by the US Department of 
Commerce and the Federal 
Trade Commission, which will 
cooperate with European data 
protection authorities. 

62 people ‘own 50%’
Increasing concentration of 
wealth has led to the richest 
62 people in the world owning 
as much as the poorest half of 
the population, according to 
analysis undertaken by charity 
Oxfam. In 2010, the richest 388 
people owned half the world’s 
wealth. Since then, the richest 

62 people increased their 
wealth by half a trillion dollars, 
to a collective US$1.76 trillion. 
Meanwhile the poorest half of 
the population had increased 
by 400 million people, yet 
together they owned a 
trillion dollars less than in 
2010. Oxfam argues that the 
super-rich’s use of tax havens 
has been a major factor in the 
concentration of wealth.

EU crisis criticism
The European Commission 
was unprepared for requests 
for fi nancial assistance as the 
fi nancial crisis hit member 
states, according to a report 
from the European Court of 
Auditors. The commission also 
believed that member states’ 
budgets were stronger than 
they actually were, despite 
having responsibility for 
monitoring fi scal imbalances, 
said the ECA, which examined 
the commission’s responses » 

Find out 
more about 
Siobhan 

Pandya’s career 
inspiration at bit.ly/
ACCAplaylist

Pandya started out at 
Shell as a 19-year-old 
with little clue as to 

just how big, culture-rich and 
opportunity-packed the oil 
giant is, but 16 years later she 
has made the most of a career 
she loves. Find out about:

* how the lure of accountancy 
trumped her Bollywood 
dancing dreams

* her keenness for coaching 
to help colleagues think in a 
new way

* why accountancy is a 
foundation for a move into 
any area of business.

Take one
‘Think big but think realistic’ is the advice for up-and-coming professionals from Siobhan 
Pandya FCCA, senior continuous improvement expert at Shell US in Dallas, Texas
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The social profession

Almost four-fi fths (79%) of accountants use some form of social media in either their 
professional or social lives, according to the Wolters Kluwer 2015 social media survey. 
LinkedIn was ranked the most important tool by social media users, with 62% using it 
in their professional lives. The report found that ACCA’s LinkedIn member network 
(bit.ly/acca-li) is the second most popular in the profession. Non-members can also join 
ACCA’s public network: www.linkedin.com/company/acca.

How are professionals using LinkedIn?

68%
Keeping in 

contact with 
professional 

network

52%
Joining 

groups and 
associations

38%
Networking 

and 
meeting 

new people

38%
Keeping up 
to date with 

industry 
news

34%
Letting 
people 

know what 
I’m doing

32%
Sharing 

knowledge

27%
Generating 

business

to the crisis in Ireland, 
Portugal, Hungary, Latvia and 
Romania. Failures included 
not reporting on the build-up 
of contingent public sector 
liabilities that were triggered 
once the crisis hit, nor 
considering the health status 
of national banks. The ESA 
found different responses to 
similar situations in different 
member states.

Slovenia struggles
Slovenia has the EU’s highest 
exposure to non-performing 
loans, the latest Eurostat 
analysis reveals. The country’s 
state-owned banks are 
struggling with high levels of 
bad and doubtful debts, which 
represent a potential 13.3% of 
GDP. Government liabilities 
related to public-private 
partnerships represent 4.9% 
of GDP in both Portugal and 
Cyprus, 2% in Hungary and 
1.7% in the UK. Other forms 
of government guarantees 
represent 28% of GDP in 
Greece, 26.5% in Austria and 
25.8% in Finland.

O’Connor Davies rebrand
O’Connor Davies has 
rebranded as PKF O’Connor 
Davies and becomes the 
lead PKF fi rm in the US. The 
fi rm has expanded its team 
of professionals from 450 to 
more than 600 in the past 18 
months. The previous lead fi rm 
for PKF in the US left the PKF 
International network at the 
end of last year and reformed 
as Allinial Global. 

Oxley dies
Mike Oxley – the joint driving 
force of the Sarbanes-Oxley 
Act – has died, aged 71. 
He had been a Republican 
member of the House of 
Representatives for 12 terms, 
until 2007. He and Democratic 
senator Paul Sarbanes co-
sponsored their act in 2002 to 
restore investor confi dence 
after the collapse of Enron and 
WorldCom, both connected to 
misleading reporting practices. 
Oxley said the act would 
‘make corporate executives 
who break the law and betray 
the public trust pay severely’. 

FDI’s eight-year high
Global foreign direct 
investment (FDI) rose by 36% 
last year, reaching its highest 
level since 2008, according to 
fi gures compiled by the United 
Nations Conference on Trade 
and Development. Unctad 
said the fi gures refl ected 
a wave of crossborder 
mergers and acquisitions. 
Foreign investment last year 
totalled US$1.7 trillion, most 
of which went into already 
industrialised nations. FDI 
in the US quadrupled and 
also rose signifi cantly in the 
EU. Developing nations also 
attracted a record US$741bn 
of FDI, a rise of 5%. FDI fell 
in regions – Africa and Latin 
America – heavily dependent 
on commodities.

Sus-com launched 
The Global Commission on 
Business and Sustainable 
Development was launched 
at the World Economic 
Forum in Davos, with backing 
from the Gates Foundation, 
the Rockefeller Foundation 

and the Australian, Danish, 
Dutch, Swedish and UK 
governments. The commission 
is bringing together 
leaders from business, civil 
society, labour and fi nancial 
institutions to argue the 
economic case for businesses 
to engage in achieving the 
sustainable development 
goals. Businesses will be told 
engagement can generate 
signifi cant economic rewards, 
counteract business risks and 
strengthen their relationships 
with governments.

AIIB formally launched 
The Asian Infrastructure 
Investment Bank has been 
formally established, with 
US$100bn of capital available 
for investment. Its fi rst 
president is Jin Liqun, who 
prepared for its creation 
as secretary-general of the 
Multilateral Interim Secretariat. 
He is a former chairman of 
China International Capital 
Corporation, and has also 
been ranking vice president of 
the Asian Development Bank, 
in charge of programmes for 
south, central and west Asia 
and private sector operations.

EY Vantage 
EY is expanding its Vantage 
programme to target a wider 
range of emerging markets, 
with a particular focus on 
Indonesia, Pakistan and South 
America. The programme 
sends top-performing EY 
professionals to support 
entrepreneurs in emerging 
markets for no fee. Some 
67 six-week placements will 
be available in the latest 
programme, equating to 
14,000 hours of support, worth 
around US$5m in value. Since 
its launch in 2005, the Vantage 
programme has provided 
more than 60,000 hours of 
support to nearly 250 high-
impact entrepreneurs in 30 
countries. ■

Compiled by Paul Gosling, 
journalist
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A social enterprise

Sales mounted, adding up to 
much more than the original US$200. 
When she saw the money, Karma 
burst into tears. That was the beginning 
of the Ana by Karma social enterprise, 
which now uses the skills of more than 
70 weavers from across the country. 

Quin flew home to Hong Kong with 
luggage full of colourful scarves. » 

Quin SQ Thong FCCA used her finance skills to help establish a weaving business  
that provides not just income but also hope to a whole community in Bhutan

The scarf that Quin SQ Thong is wearing is light, 
colourful and eye-catching. It is the happy result of a 
venture that had its origins in a casual conversation 

over lunch in Bhutan that has grown well beyond any 
expectations she might have had at the time.

Quin is a professional accountant with a history of 
successful corporate turnarounds, and is now Greater 
China CFO at Baronsmead, a consultancy practice with 
headquarters in London.

Back in 2003, as she travelled to Bhutan for the first time for 
a holiday, she had no plans or thoughts of work on her mind. 
Outgoing and friendly, she met a Bhutanese called Dorji, but 
had no idea where their acquaintance would lead. Over the next 
decade, the two stayed in touch and Dorji often asked for advice 
on business, but it was not until June 2014 that he convinced her 
to go back to Bhutan. She agreed, on condition that he arrange 
for her to teach children about wealth management and meet 
Bhutanese business leaders to talk about business strategy. 

‘Busy as I was when in Bhutan, I made lots of time for Dorji,’ 
says Quin. ‘He said, “To be honest, I’m still living hand to chin.” 
I said, “What is hand to chin?” He replied: “You know hand to 
mouth? It’s the same but not enough to reach the mouth?’”

Quin put on her ‘accounting hat’ and looked into how 
Dorji managed his expenses and how he could find some 
supplementary income. But with a job in the government, 
there was little room for manoeuvre. So Quin zeroed in on 
Dorji’s wife, Karma Yangchi. An illiterate woman from a tiny 
remote village in eastern Bhutan, Karma is competent in 
traditional Bhutanese weaving. 

Quin offered Karma US$200 to buy a 
sewing machine so that she could make 
items such as bags, mats and cushion 
covers which could then be sold, but 
the shy villager refused the gift. Instead, 
Karma agreed to let Quin sell some 
scarves online. 

‘A couple of days later, she came 
to my hotel room, with an armful of 
scarves,’ Quin remembers. She posted 
photographs of the scarves on social 
media and invited friends to contribute. 
‘To my great surprise, we sold over 40 
the same day. Orders kept coming in, 
thick and fast,’ she says. ‘And they didn’t 
even know the colours or the sizes of 
what they were buying.’ 

‘Orders for the 
scarves came in 

thick and fast, 
and they didn’t 
even know the 
colours or the 

sizes of what they 
were buying’

Quin SQ Thong FCCA is the 
Greater China CFO for Baronsmead 
Consulting, a firm that specialises in 
turnarounds and transformations. 

Originally from Malaysia, Quin 
joined PwC in 1990. She worked there 
for several years before following 
her husband to Hong Kong in 1998. It was there that she 
pursued and earned her ACCA Qualification in 2000. Quin 
was immediately awarded FCCA in the light of the years of 
experience she had already gained. 

In Hong Kong, she worked as finance director for 
TNS Global, a market research firm now owned by 
marketing and communications group WPP. Her next step 
was to move to the then ailing footwear company Texon 
International Group as part of a ‘corporate doctor’ team 
that engineered a turnaround of the company.

Quin then moved to real estate firm DTZ to become 
its north Asia chief operating officer, the only woman and 
the only executive under 40 in a senior management team 
of two dozen men. There, she engineered a five-year 
business plan to strengthen the firm’s growth. On the 
strength of her achievements, she was seconded to DTZ’s 
London headquarters as head of strategy, a job which was 
followed by a posting to Shanghai.

In 2012 she returned to Hong Kong, where she wrote 
and illustrated a book on children’s wealth management, 

published by Oxford University 
Press. She worked in interim finance 
roles before taking up her current 
role as CFO of Baronsmead in 2014. 
Quin also lectures regularly for MBA 
providers in China and works on the 
social enterprise Ana by Karma.
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Basics Tips

Jigme Singye Wangchuck, the fourth 
king of Bhutan, with 35 friends from 
China, Hong Kong, Malaysia, Canada, 
Thailand, Germany and Australia. While 
there, she also taught photography 
skills to 20 children. 

‘Teaching the kids photography was 
an idea that sparked when I visited a 
village in eastern Bhutan in March,’ she 
says. ‘Kids clamoured to see the photos 
I took, so I taught them how to use my 
camera and let them run wild with it.’

Between her visits in March and 
November, Quin collected second-hand 
digital cameras for the Kids Photography 
Program and partnered with Lensational, 
a social enterprise that exhibits and sells 
the photographs taken by the Bhutanese 

children, with half of the sale proceeds going to the weaving 
community. Three local newspapers covered the event. 

‘This social enterprise, like our intricate weave here, is tightly 
woven with discipline, transparency and ethics. This creates trust. 
And trust is the world’s strongest currency,’ says Quin. ■

Alfred Romann, journalist

Within two weeks, Karma received 
orders for 100 more scarves. That was 
when she announced her intention to 
make 3,650 scarves in five years and 
asked Quin to sell them on her behalf. 
That was an enterprise of a different 
level altogether.

‘I told Karma and Dorji that selling 
100 scarves and selling 3,650 are two 
different things. One is pure luck. The 
other is a business venture that needs a 
strategy and an action plan, and lots of 
discipline,’ Quin says. Keen to help, she 
developed a business plan that covered 
everything from production to quality 
checks, weekly Skype meetings, design 
and a brand name. ‘Once you have a 
business plan, things start to happen,’ 
says Quin. ‘Then you start to get bigger and bigger orders.’

In less than 16 weeks, they had orders for 1,000 scarves and 
Karma started training other weavers in her community. ‘The 
profits made from the scarf sale are all ploughed back to benefit 
the weaving community,’ says Quin.

In January last year, the enterprise sponsored 60 weavers to 
attend a workshop on business skills and ethics delivered by the 
Institute for Management Studies Bhutan and a scholarship was 
given to an orphan via Kidu Foundation, run by the Bhutanese 
royal family. In November 2015, Quin returned to Bhutan to 
attend the 60th birthday celebrations for His Majesty King 

Ana by Karma is a social enterprise 
empowering poor, illiterate weavers to 
become financially independent.

With over 70 weavers now working 
for her, Karma, after whom the 
enterprise is named, remains the head 
designer and trainer. Each scarf carries 
a motif as the signature of the weaver – all scarves made by 
Karma herself have a butterfly. The scarves are produced 
in Bhutan and sent to Hong Kong for quality control and 
onward distribution. They are then sold directly online, or 
through distributors in Hong Kong, Australia, Singapore, 
Malaysia, Thailand and mainland China. In Hong Kong, 
eight retail shops sell them, including Asia Society and Chi 
Lin Nunnery’s Nan Lian Garden. In 2014, Ana by Karma sold 
over 1,000 scarves and generated enough money to match 
the earnings of a low-income family for nearly 10 years. 

‘They moved from no income to low income,’ says Quin 
Thong. ‘Our social enterprise gives our weavers a ladder 
to climb up and progress. And, over the last year, we have 
seen these weavers – with the same ladder – helping others 
in the same plight to move up too. The recipient of hope 
has become a giver of hope. Truly one scarf, one hope.’

Quin Thong has two pieces of advice 
for young professionals. The first is 
to pick your qualifications carefully, 
and to plan those qualifications on 
the basis of future career goals, rather 
than the current situation. For a young 
finance professional with wide-ranging 
aspirations, a qualification with global acceptance like 
the ACCA Qualification may offer the most opportunities. 
In addition, the breadth of coverage of the qualification 
could help prepare you for roles beyond accounting, such 
as becoming a social entrepreneur.

Quin’s second key piece of advice may be applied not 
only to your career but to other parts of life. 

‘If something is worth doing, it is worth doing well,’ she 
says, repeating the words of her mentor Anson Chan, the 
former chief secretary of Hong Kong, said to her. 

‘Anson really made me wake up with that advice. 
From then onwards, I would decide carefully before 
taking up new responsibilities,’ she says. The lesson is 
one that young professionals can take to heart: pick 
your challenges carefully but ‘once you decide to do 
something, do it with everything you’ve got’.

The enterprise 
sponsored  

60 weavers 
to attend a 

workshop on 
business skills 

and ethics

For more information:

Ana by Karma: www.anabykarma.com
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Taking the long view
Is quarterly reporting really a problem and does the frontrunner for the US 
Democratic presidential candidate Hillary Clinton have the right solutions?

Opponents of quarterly capitalism can 
marshal some impressive evidence to support 
their case. US investment is at its lowest level 
since 1947, while across the Atlantic, British 
companies now distribute about 70% of profits 
to shareholders, compared with just 10% in the 
1970s – leaving far less over for spending on 
innovation and productivity enhancements. 

Marshmallows now
‘At its simplest level this means that companies 
appear to be opting to eat their marshmallow 

now rather than getting two later,’ says Gary Hewitt, head of 
corporate governance at consultancy Sustainalytics – a reference 
to the 1960s experiment that offered children a greater reward 
for delaying gratification. 

There are also some indications that the pressure to hit 
quarterly earnings targets contributes to the problem. A 
McKinsey survey of 400 CFOs found that 55% would turn down a 
profitable long-term project if this would cause the company to 
fall short of its quarterly estimates by even a modest margin. 

Hillary Clinton, the frontrunner for the 
Democratic presidential nomination, is 
the latest high-profile figure to set her 

sights on ‘quarterly capitalism’. Along with the 
likes of The Prince of Wales, former US vice 
president Al Gore and the Bank of England 
chief economist Andrew Haldane, the former 
senator believes that an obsession with short-
term financial results is causing investors and 
companies to neglect longer term projects, 
research and development and even their staff 
and the environment. She has laid out a plan 
that she hopes will shift the attention of companies beyond 
the next quarterly release. 

But some policy experts believe that the case against short-
termism is not quite so clear cut and that some of Clinton’s 
proposals may end up doing as much harm as good. ‘Trying 
to cajole people into thinking long term through government 
regulation is not likely to be easy,’ says Mark Calabria, a fellow of 
the Cato Institute in Washington DC and a former Congressional 
aide. ‘You can always expect unintended consequences.’ 

▲ Tax perk
Hillary Clinton wants 
investors who hold assets 
for longer to benefit from a 
lower capital gains tax

► Wider vision
The Prince of Wales says 
that environmentally aware 
companies deliver long-
term returns
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‘Corporate chiefs 
can get a real 

thumping from 
the market if they 

miss earnings by 
a few cents’

‘Corporate chiefs can get a real 
thumping from the market if they miss 
earnings by a few cents, so it is not 
surprising that they are very eager to 
avoid this,’ says Alex Pollock, a fellow 
at R Street Institute, a Washington 
thinktank. ‘And share prices suffer even 
more if companies get a reputation 
for erratic earnings. By contrast, a 
reputation for increasing dividends and 
buybacks is highly prized.’ 

In data compiled by Barclays, 
companies that used the highest 
share of their cash on capital projects 
suffered weaker stock market 
performance than those who prioritised 
buybacks and dividends. That may be 
because investors seldom consider 
themselves long-term owners of a company, opponents of 
quarterly capitalism argue. The average holding period for 
shares in the US and UK has plunged from six years in 1950 to 
under six months today. 

Clinton has singled out activist shareholders for particular 
criticism, alleging that many seek to pressure companies to hand 
out cash at the expense of multi-year projects. Private companies, 
by contrast, appear to be more forward looking; research by 
John Asker, Joan Farre-Mensa and Alexander Ljungqvist found 
that private firms, shielded from the short-termism of stock 
investors, invested at a far higher rate than their publicly traded 
counterparts. Meanwhile, The Prince of Wales – who set up 
Accounting for Sustainability in 2004 – has pointed to ‘mounting 
evidence from the likes of Harvard and London business 
schools that those companies that improve the way they tackle 
environmental and social challenges prove to be the ones that 
deliver long-term returns – so you can have your cake and eat it.’ 

There are naysayers, however. Calabria believes that criticisms 
of quarterly capitalism – while not totally without merit – are 
overblown. ‘It is sometimes hard to reconcile the idea that 
companies are skimping on investment with the evidence that 
we are in the midst of an accelerating technological revolution. 
Can we simultaneously be afraid that companies are not looking 
to the future and that more and more jobs are being displaced 
by robots and artificial intelligence? 

‘Also can we really say that CEOs don’t care about the 
environment? Most companies have corporate responsibility 
programmes, which they are keen to talk about. That doesn’t 
suggest that CEOs are quite the myopic monsters they are 
sometimes painted to be. CEOs talk a huge amount about the 
planet; all the CEOs at Davos seem very keen on saving the 
planet.’ Ever more companies are adopting triple-bottom-line 
reporting and initiatives to reduce greenhouse gas emissions. 

But even such sceptics would admit that the increasing 
myopia of many companies and investors can have harmful 
effects. The next question is whether government policy – 
including the plans proposed by Clinton – can help. 

Her plans consist of several 
elements. First, investors would be 
rewarded with a lower capital gains 
tax for holding assets for longer, 
and penalised for selling early – 
accentuating an existing trait of the 
US tax code. She has promised a 
‘full review’ into the regulation of 
shareholder activism, hinting at a 
clampdown. Second, she would 
force US companies to disclose share 
buybacks within a day, rather than in the 
following quarter as at present, in order 
to discourage their over use. Finally, 
Clinton would like to see a reform of 
executive compensation to ‘better align 
the interests of executives with the 
long-term value of their companies’. 

Fan base
While the scheme has many fans, detractors point out possible 
drawbacks. Professor Phillip Swagel, a professor at the University 
of Maryland, and a former Treasury official in the administration 
of George W Bush, has pointed out that stigmatising short-
term investors can be unfair. ‘The market needs both short-term 
and long-term investors,’ he argues. Short-term traders play 
an important role in adding liquidity, helping ensure that other 
investors can buy and sell swiftly and at lower costs. In addition, 
investors can have legitimate reasons for not holding a stock for 
many years. They may discover that the company is being poorly 
run or they may simply need the money to fix a leaking roof or » 
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Such criticism of Clinton’s well-
thought-out plan serve to illustrate how 
intractable the problem may be. ‘Other 
potential solutions don’t look much 
more promising either,’ says Hewitt. 
A popular suggestion to combat 
short termism is to adjust corporate 
governance rules to reward longer term 
investors or founders. One role model 
for this approach has been Google, 
where the share structure gives the 
company founders super voting rights 
– enabling them to control the firm 
without a majority economic interest. 
Proponents argue that this is why 
the company is able to invest in such 
visionary long-term projects, from self-
driving cars to advanced robotics. 

In a similar approach, the French 
government has championed rules that 
give double voting rights to long-term 
investors. ‘The trouble with such ideas 
is that anything that helps insulate 
companies from investor pressure 

for excessive dividends can also protect them from being held 
accountable for poor business decisions or extracting excessive 
compensation,’ says Hewitt. 

With Clinton looking like the frontrunner for the Democratic 
nomination, quarterly capitalism is likely to get an increasing 
amount of air time. What remains more doubtful is that Clinton, 
if elected, would have much success in combating short-termism. 
‘It’s hard enough to delay gratification yourself,’ says Hewitt. 
‘Trying to convince investors to be patient is even tougher.’ ■

Christopher Fitzgerald and Fernando Florez, journalists

broken car. ‘Is it really a good idea to 
try to lock in investors to an equity if it 
emerges that the company’s strategy is 
flawed?’ asks Pollock. 

Clinton has not fully laid out a plan 
to curb shareholder activism but some 
policy experts argue that any limitations 
would be counterproductive. ‘It is true 
that there are cases when activists 
attempt to restrict investment in favour 
of higher dividends,’ says Hewitt. 
‘Still, these cases are pretty rare. More 
often companies are hoarding cash on 
their balance sheet that they are not 
investing – which was the complaint 
legendary activist Carl Icahn levelled 
against Apple – or that they have assets 
that don’t fit well within their business 
and would be more valuable with 
another owner.’ 

Share buybacks are popular with 
shareholders, boosting earnings per 
share, so it is unclear how more rapid 
disclosure would discourage them. 

On chief executive pay, there are many proponents of reform. 
Hewitt agrees that longer term performance targets – three to five 
years rather than annual – could improve incentives to take the 
long view. Companies like the US oil giant Exxon Mobil grant stock 
awards to their CEO that come with long vesting periods. Even 
here, however, Calabria questions the ability of the government 
to enact change. ‘The US has tried tinkering with the tax code 
and disclosure rules to improve the system of executive pay,’ he 
says. ‘But policymakers have never really achieved the effects they 
desired. I’m not sure that Hillary Clinton would succeed where 
others have failed.’ 

‘Is it really a good 
idea to try to 

lock in investors 
to an equity if 

it emerges that 
the company’s 

strategy is 
flawed?’

▲ Different approaches
Apple has been accused of hoarding 
uninvested cash on its balance sheet, while 
Google’s share structure enables company 
founders to take control of the firm
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Calling all accountants
With growing demand in Canada for finance professionals, foreign-trained accountants 
with international experience might want to consider relocating, says Ramona Dzinkowski

In 2013 I wrote about how foreign-
based accountants would do well to 
look to Canada for their next job. A 
lot has happened here in three years. 
Given dramatic changes in the Canadian 
economy due to lower oil prices and 
the election of a liberal government, 
I thought it might be a good time to 
revisit the question of whether Canada 
is still ‘calling all accountants’.   

After looking at some of the latest 
research on labour market demand, the 
conclusion is yes. The latest Canadian 
Professional Employment Forecast from 
recruitment consultants Robert Half 
showed that 29% of Canadian CFOs 
expected their company to create new 
jobs in the next six months, up 13 points 
from the previous period. Another 54% 
of executives plan to hire for open roles. 

At the same time, 57% of CFOs surveyed 
said that it was either somewhat or very 
challenging to find skilled candidates for 
professional-level positions today. This 
compares with 50% in the previous six 
months. To address staffing challenges, 
many firms are strengthening the salary 
and benefits they offer, with 64% of CFOs 
saying they had modified their company’s 
compensation plan in the past 12 months. 

According to Workopolis.com, financial 
managers are among the top 15 in-
demand jobs in Canada. In addition, data 
drawn from the most recent CFO Alliance 
Canadian CFO Outlook Survey shows 
that despite the need to reduce costs, 
Canadian CFOs are more concerned about 
talent acquisition and retention than the 
increase in payroll expense that comes with 
hiring more staff. Thirty-five per cent of 

companies will be hiring new employees, 
and 35% will also provide additional 
training and development for existing 
ones. Keeping employees engaged 
topped the list of HR concerns for CFOs, 
followed by the availability of skilled 
workers (45.5%). Almost 20% of CFOs will 
be looking for new accounting talent this 
year; however, roughly the same number 
felt that Canada lacked experienced 
accounting talent. For companies seeking 
to hire accountants in the coming year, the 
majority will put a high priority on well-
developed communications skills (66.5%). 

All of this bodes well for ACCA-
qualified accountants who are looking for 
opportunities across the pond. However, 
for those global job seekers, it would be 
advantageous to keep a few things in 
mind – or so says one of Robert Half’s top 
Canadian executive search professionals.     

According to senior managing director 
Judy Munro, the most undersold attribute 
of foreign-trained accountants is their 
knowledge of their local market and other 
international experience. As Canadian 
companies are hungry to grow exports 
internationally, finding the right person to 
help their expansion objectives is critical, 
she says. ‘Understanding of international 
risks and opportunities should be a 
key selling feature for foreign trained 
accountants. Remember, it’s your global 
career path that will differentiate you 
from locally accredited professionals who 
already have a thorough understanding 
the Canadian market.’   

Finally, she adds: ‘Canadian companies 
expect their finance talent to have the 
technical skills required to do the job. 
However, at most senior levels they 
need to be a true business partner 
who is strategically and operationally 
minded, who can adapt and leverage new 
technologies, and coach and mentor cross 
generational teams.’ ■

For more information:

See our career doctor Rob Yeung 
on successful interview techniques, 

page 44 

Ramona Dzinkowski is a 
Canadian economist and 

editor-in-chief of  
the Sustainable 

Accounting Review
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Dawn of the industrial age

International prices of commodities 
such as oil, copper and iron ore have 
been falling consistently, driven by the 
global downturn and China’s slowdown. 
Bloomberg reports that the price of 
almost everything that is extracted 
from the ground or grown above it 
has fallen by 46% since early 2011.

The price of iron ore has fallen from 
US$189 in February 2011 to US$57 a ton 
today. Similarly, the price of sugar is down 
67% over the same period, and copper 
prices have fallen by 25% in the past year.

In the case of oil, which underpins many 
processed commodity prices, the fall is 
also dramatic (from US$125 in March 2012 
to US$30 per barrel as I write this), and has 
already affected many African countries, 
as I highlighted in my April 2015 column. 
The question now, though, is how this 
downturn in commodity prices affects 
Africa’s growth and development in 
the immediate and medium term.

In November 2015, The Economist 
ran a story considering the current Africa 
boom and drew the same conclusions that 
many others – Foreign Policy magazine, 
The Wall Street Journal and the UN’s 
AfricaRenewal magazine – have reached: 
that Africa’s growth is slowing down, and 
some African countries will be hit hard. 

The main problem is that Africa does 
not add value to its primary commodities 
but merely exports them as raw materials 
for manufacturers in other countries. This is 
in sharp contrast to Asia, which produces 
most of the world’s manufactured goods 
from imported raw material, much of 
which comes from Africa.

In 2011 the United Nations Industrial 
Development Organization (UNIDO) and 
the United Nations Conference on Trade 
and Development (UNCTAD) conducted a 
special exercise to consider the problem 
of industrialisation in Africa. The report 
cites research that suggests economic 
development requires structural change 
from low to high productivity activities, 
and that the industrial sector is a key 
engine of growth in the development 
process. Virtually all cases of high, rapid 
and sustained economic growth in 

modern economic development have 
been associated with industrialisation, 
particularly in manufacturing production. 

The reality is that commodity exports 
can lead to high growth over a period 
but cannot provide sustained economic 
growth over the medium to long term. 

The UN Economic Commission for 
Africa’s (UNECA) recent report on the 
continent cites two main issues blocking 
industrialisation. The first is the inability 
to implement structural transformation 
of African economies from rudimentary 
agriculture and services to value-added 
goods. The second is the marginalisation 
of Africa in the international trade system 
due to poorly negotiated trade policies. 

There are some successful examples, 
though. UNECA states that Ethiopia 
has grown its manufacturing sector by 

over 10% each year between 2006 and 
2014 through structural transformation. 
Tanzania increased its manufacturing 
output by 7.5% each year between 1997 
and 2012, and Rwanda is implementing 
policies to attract international investors 
(see article on Rwanda, page 62). But 
for the continent’s major economies of 
Nigeria, South Africa and Kenya, long-
term growth is quite simply unsustainable 
without industrialisation. ■

For more information:

The UNIDO and UNCTAD report 
on the problem of industrialisation 
in Africa is at bit.ly/industrial-africa

UNECA’s report on Africa is at  
bit.ly/uneca-report

Alnoor Amlani FCCA is an 
independent consultant 

based in East Africa

Africa’s growth is slowing steadily, and those economies within the continent that fail to 
boost their manufacturing output will be hardest hit. Alnoor Amlani investigates 
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Ain’t misbehavin’
Poor corporate culture can end up sinking businesses, even whole economies, says ACCA 
president Alexandra Chin, and our profession is the one that can help put matters right

ACCA has been conducting research 
with its global membership about how 
corporate culture influences the way in 
which people behave (see our article on 
corporate culture on page 36). Nearly 
2,000 ACCA members responded to a 
survey whose report makes clear just 
how important culture is.

Many may have overlooked the critical 
importance of culture in the past, citing 
other reasons why some companies have 
acted in the way they did. But there now 
seems to be overwhelming evidence that 
culture is all-pervading. I was particularly 
interested in how culture can be shown 
to influence how people behave when, 
as the report says, they think that ‘no one 
is looking’.

The survey found that leadership – 
‘the tone at the top’ – plays a vital role 
in channelling functional behaviour, 
according to 60% of respondents; only 
20% said that incentives were the most 
influential element in affecting behaviour, 
and just 10% thought that rules and 
procedures had most influence. Business 
leaders seem to agree and are now 
starting to take a close look at their own 
organisational cultures to establish what 
they need to change.

Leadership is key, and its positive 
impact was particularly emphasised 
by respondents from East Asia and 
the Pacific (mainly China, Malaysia and 
Singapore), although respondents from 
the rest of Asia (including the Middle 

East) ranked the influence of rules and 
procedures more highly. 

The focus on culture has become 
a great deal sharper since the 2008 
financial crisis, when a lot of questionable 
activities were driven by the tone at the 
top. It could even be argued that earlier 
crises were also driven by underlying 
organisational cultures. We have all heard 
about employees being told they had to 
‘succeed at all costs’,  ‘go for short-term 
success’, or ‘remember the bonus at the 
end of the year’.

Culture – good or bad – is so 
embedded in many organisations as to 
require quite some time to change. As 
finance professionals, we have a vital 
part to play in that change. We have an 
almost unique, overarching view of the 
organisations for which we work. More 

than any other professionals, we have an 
in-depth knowledge of how departments 
and hierarchies operate, what makes 
them tick, and whether there is a healthy 
corporate culture in operation.

The information and insights that we 
have as finance professionals – along 
with our ability to report them effectively 
and to have an impact on performance 
management – can therefore be helpful in 
enabling organisations to make changes 
for the better.

Our report encourages boards to start 
a constructive dialogue about culture and 
underlying behaviours. We must be part 
of any discussion that will result in better 
corporate culture. ■

Alexandra Chin runs her own practice in 
Sabah, Malaysia

We have all 
heard about 

employees being 
told to ‘succeed 

at all costs’ or 
‘remember the 

bonus at the end 
of the year’
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Snapshot: life sciences 

The regulatory environment for 
pharmaceutical and medical 
devices companies is incredibly 
complex. Chief among regulators’ 
concerns is ensuring that drugs and 
interventions are safe, overseeing 
how commercial entities interact 
with doctors, hospitals and 
patients, plus, increasingly, highly 
complex requirements around 
data handling and protection. Yet 
all this brings opportunity for the 
life sciences sector; companies 
need to invest in compliance, and 
managing these areas well can 
bring competitive advantage. 

Economic pressures on 
healthcare budgets, particularly 
in western Europe, mean pharma 
and device companies need to 
compete for their share of the 
total health spend. Companies are 
therefore competing on innovation 
and need also to engage in debate 
around charging. In addition, 
there’s pressure to provide data on 
issues such as delivery, results and 
managing care pathways.

In terms of the industry’s 
requirements from the fi nance and 
accounting sector, a premium is 
placed on technological aptitude 
and business insight. Advisers at all 
levels need to be able to show that 
they understand the world of broad 
and deep data and, in particular, 
where it comes from and how it can 
be used to derive real insight and 
business value. 

Hanno Ronte, healthcare and life 
sciences partner, Deloitte 

The view from
Irfan Virk FCCA, fi nancial controller for Tech Plas 
Extrusions in Sydney, Australia

I see fi nancial control as vital for driving 
performance and meeting corporate 
objectives. It’s my job to oversee every 
aspect of the fi nancial side of our business 
– not just identifying opportunities for 
netting more revenue, but also to protect 
the company from risk. That means 
instinctively questioning anything and 
everything, from capital expenditure right 
down to grassroots-level costs.

The value of the Australian dollar is a 
critical driver for the building industry. 
That in turn impacts how businesses in 
the supply chain or support services need 
the support and expertise of their fi nance 
teams. Trading activity in the construction 
sector can react quickly or unexpectedly 
to national and worldwide factors. As the 
Australian currency becomes cheaper, 

imports become more expensive, and 
companies in the domestic market are 
more likely to recognise the appeal of 
locally sourced products or materials, 
which is good from our perspective. 
Conversely, we have to be vigilant about 
the fl uctuating global commodities 
market, which could just as easily bring 
down the cost of those imports.

People respond well to trust and 
responsibility. It’s easy for those 
unfamiliar with fi nancial control or 
management accounting to distrust 
colleagues who are measuring their 
activities or output. But really, it’s about 
working together and providing support. 
If I identify anomalies in, say, the cost 
of materials or overheads for a special 
project, it’s not about apportioning blame, 
but helping the business to implement 
checks and balances to rectify the 
situation. It’s essential that fi nance works 
hand in hand with the business so that 
everyone understands how to make the 
right decisions in future. Yes, tight controls 
have to be in place, but compliance with 
those controls is much more likely when 
there’s a healthy relationship between 
fi nance and non-fi nance teams. Indeed, 
our line managers and project managers 
here have a high degree of input into 
budgeting and forecasting, giving them 
a sense of ownership that encourages 
cooperation and effective results.

I have a pilot’s licence and fl y every 
weekend as a hobby. I’ve clocked 
up around 200 fl ight hours in the past 
four years. It’s a passion I’ve had since 
childhood, and I always enjoy a bird’s 
eye view of the world. Flying resembles 
accounting in many ways – it calls for 
detailed risk management, rigorous 
planning, multi-tasking and strict attention 
to detail – exactly what you need to 
manage the fi nances of a business. And 
when you’re fl ying, you have to navigate 
situations as they arise, so you’re always 
planning for the worst-case scenarios; 
the same goes with making decisions in a 
commercial environment. ■

Flying resembles 
accounting in 

many ways – it 
calls for detailed 

risk management, 
rigorous planning 

and strict 
attention to detail 
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Return on innovation 
Mainstream finance has been slow to react to allow SMEs to use their intellectual 
assets to raise finance. A new reporting toolkit could change all that

Investment in intangibles has now 
overtaken investment in tangible 
assets, but companies, particularly 
SMEs, struggle to measure this 
investment and the returns it offers. 
As a result, they are not investing in 
the right things, fail to maximise the 
returns and struggle to raise finance for 
growth against that investment. 

Intellectual property (IP) is no longer a 
niche subject – it is recognised as a core 
asset in many businesses. Yet mainstream 
finance has been slow to allow SMEs to use 
their intellectual assets to raise finance.

This market failure has been explicitly 
recognised in Malaysia, where the country’s 
innovation agency AIM (Agensi Inovasi 
Malaysia) has been working with its UK 
counterpart Nesta to develop tools to 
help companies identify and manage their 
intellectual assets. 

‘Industry doesn’t see the return on 
innovation clearly,’ says AIM’s CEO Mark 
Rozario. ‘There’s a perception that innovation 
requires large investments – in fact, 
innovation happens at all levels. And it’s not 
just R&D – it’s much broader than that.’

AIM worked with a bank in a pilot study 
to assess what an SME had to offer based 
on intellectual property rather than any 
other form of collateral they have.

‘The question is, how do I get finance 
from a bank if I don’t have tangible assets 

and potentially with the investor 
community,’ he says. ‘It can help them make 
the case for why they need to invest in 
intangible assets and innovation.’

Nesta and AIM found that large 
companies needed quite a lot of support 
using NCII to identify IP investments. So 
they were keen to understand how the 
tool might work with smaller businesses 
that face different challenges.

‘We thought there must be a role for 
finance professionals to potentially help 
small businesses,’ says Reid. ‘It could be a 
new area that they can support businesses 
in by going through this kind of tool.’

Working with ACCA’s member network 
in Malaysia, they developed and trialled 
a version of the tool for SMEs. ‘We knew 
that with quite a bit of assistance larger 
companies can do reasonably well, but 
what about SMEs with a smaller level 
of intervention?’ says Martin Brassell 
FRSA, co-founder and chief executive of 
IP specialist Inngot, and co-author with 
Reid of the resulting report, Innovation, 
intangibles and integrated reporting: a 
pilot study of Malaysian SMEs.

The simplified version was modified 
to make it easier to complete from 
existing accounting records – separating 
internal from external expenditure, for 
example; it also asked firms how easy it 
was to find the information.

to offer?’ says Rozario. ‘Can we use IP as 
an additional credit risk factor? If you can 
clearly segregate the return from tangible 
assets, then the difference is your returns 
on intangible assets.’ 

The agency has developed a toolkit, the 
National Corporate Innovation Index (NCII), 
to help companies identify their intellectual 
assets and their return on investment in IP. 
The toolkit tracks their investment in six core 
areas (see box) derived from 2009 research 
by Nesta in the UK investment industry. 

‘We used them as a model to work 
with individual businesses,’ says Benjamin 
Reid, principal researcher in international 
innovation at Nesta. ‘If you take these 
six areas, then you can imagine that 
different businesses have a different 
mix of intellectual investments they 
are making and the intellectual assets 
they are creating.’ Companies can then 
compare their investments with the 
average for their industry.

‘It’s not that more is better, but whether 
you have got the balance correct,’ says 
Reid. NCII uses a number of different 
measures of RoI (return on investment): 
Reid says there’s no ‘magic bullet’, but 
companies do need to be able to say 
what scale of return they are getting.

‘These kinds of outputs were things 
they could use with other stakeholders, 
with senior management, with boards 
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Brassell says the study led to several 
conclusions about the overall level of 
awareness, and about professional 
development requirements for 
accountants. ‘It was much easier to say 
what innovation wasn’t than what it 
was: innovation is not doing more of 
the same thing,’ he says. ‘The forms 
of investment and expenditure that 
companies generally recognise through 
their standards and accounting systems 
are geared around existing business 
models, but those business models 
are changing quite rapidly.’

Portfolio of investments
Brassell says it’s not just about how 
companies find these assets and recognise 
these areas of expenditure, it’s about 
how they can be encouraged to see it as 
investment for the future. ‘We encouraged 
companies to think about the anticipated 
lifespan of each category and apply that 
to their portfolio,’ he says. 

‘It may feel like this year you’ve spent x 
amount on innovation. But if you were to 
represent that like you would an investment 
in tangible assets, over the expected 
period of benefit of that investment it 
was actually x minus y. Depending on the 
portfolio of investments, that could be 
a very substantial difference. It proved a 
very interesting conversation starter.’

The study also explores the link 
between accounting for IP investment and 
integrated reporting. ‘We wanted to think 
about what a detailed examination of your 
intangible assets means if you are going 
to take on a different way of reporting 
like IR, where you are looking at the flows 
of capitals within your business,’ says 
Brassell. ‘Yes, your financial capital is being 
depleted when you’re investing in R&D, 
but you’d expect your intellectual capital, 
and probably your human capital, to be 
developed further as a consequence. It’s 
the notion that things are not lost in this 
process, that capital is being transformed 
rather than costs being sunk.’

There is a very high degree of 
compatibility between IR and the NCII 
tool. ‘If you were going through this kind 
of process you would find it much easier 
to articulate what the numbers were at 
different stages of the process, and I 
think there are some similar disciplines 
involved,’ says Brassell. ‘Frankly, if a 
company found it difficult to work with 
the NCII methodology, they might 
struggle with IR as well.’

He believes that the growth of IR will 
get finance professionals more interested 
in highlighting both the value of intangibles 
and the role they play in creating value. 
The trial will now be extended to a wider 
sample of UK SMEs and will ask how this 

information on intangible assets could help 
companies with funding strategies.

‘It’s evident that companies are 
investing in very different things,’ says 
Brassell. ‘Finance has to find ways to 
support that transition.’

Even if companies succeed in 
identifying intellectual assets, that 
may not mean they are exploiting or 
protecting them properly. According to 
Rosa Wilkinson, innovation director at the 
UK government’s Intellectual Property 
Office (IPO), companies are ‘wide-eyed 
and witless’ about managing these assets. 

‘They don’t tend to think about 
them until something happens,’ she 
says. ‘Until the advent of things like [TV 
programme] Dragons’ Den, an awful lot of 
businesses never drew IP into mainstream 
conversations – it’s not on the balance 
sheet, it’s not physical, why would I think 
about it?’

To help firms communicate the value of 
their IP to potential funders, the IPO has 
worked with the financial services industry 
to put together the IP Finance Toolkit.

‘Financiers and companies are talking 
completely different languages,’ she says. 
‘The toolkit helps take businesses through 
the process of documenting their IP assets 
and pinning a value to them in a way 
which will be understood and credible for 
the financial services industry.’

The IPO is also keen to encourage 
the market in intellectual assets: often 
firms develop IP assets they cannot 
exploit themselves.

‘Any trade in IP tends to go on 
between people who already know 
each other – people aren’t sure where 
to find a marketplace for their IP,’ she 
says. Business insurance also needs to 
develop to include IP. As trusted advisers, 
financial professionals can help clients talk 
about these new additions to the balance 
sheet. ‘They can raise all sorts of issues 
with them and the issues they raise can 
radically alter their client’s potential for 
growth,’ she says. ‘IP can feel terribly scary, 
it feels technical, but the basic principles 
are very straightforward – you’ve created 
something and it’s yours.’ ■

Mick James, journalist

For more information:

Read the report, Innovation, 
intangibles and integrated reporting: 

a pilot study of Malaysian SMEs, at 
accaglobal.com/ab/234

Research and development
Costs relating to scientific and 
technological innovation in 
commercial context, as well as 
patent protection.

Software
All forms of custom (not off-the 
shelf) software.

Design
Product, service and process design, 
graphic, user-interface and web 
design, plus design protection.

Organisational development and 
business process improvement
Efficiency, effectiveness, quality, change 
or business strategy programmes.

Training and intellectual capital 
development
All forms of learning and skills 
development, plus specialist recruitment 
of new talent.

Branding/marketing and reputation
Product launches, rebranding, packaging 
and market research.

The NCII Framework

NCII identifies six main inputs into innovation:

In some sectors copyright is also an important investment. Financial measures 
of return are grouped into four areas:

* improvements in efficiency

* new products and services 

* licensing incomes

* incentives awarded, such as R&D tax credits.
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The view from
Gábor Balázs FCCA, partner, CEE/CIS, accounting 
advisory and consultancy services, PwC, Budapest

I’m strongly focused on International 
Financial Reporting Standards (IFRS) 
across 29 countries. My role includes 
leading PwC’s client-facing accounting 
advisory group, helping clients to apply 
IFRS instead of, or alongside, local GAAP. 
It’s important to have the consistent 
standards of service and access to the 
same levels of expertise wherever our 
clients operate, especially given the 
implications for tax of different reporting 
frameworks. That entails a high degree 
of crossborder coordination on my part, 
not just in Hungary but from Central and 
Eastern Europe through Central Asia to 
Mongolia and the Russian Far East.

Working across seven time zones brings 
unique challenges. It’s not just about 
when you make yourself available, it’s also 

about adapting to different cultures and 
business practices, and being ready for 
sudden geopolitical developments.

I get a lot of job satisfaction from 
my responsibilities for the PwC 
Academy in Budapest. I’ve always 
regarded investing in training and 
development as a crucial role for 
anyone in a business leadership role. 
For me, one of the benefi ts of the 
Academy is that we’re able to retain 
highly skilled people who become 
parents – women and men for whom 
the fl exibility of tutoring roles provides 
opportunities to manage and tailor 
their working arrangements in line 
with parenting commitments while 
stretching their potential and advancing 
their own professional development. 
That means we have motivated 
tutors helping future generations to 
develop the mindset required of today’s 
fi nance professionals. 

Serving on the International Assembly 
was a privilege – and an eye-opener.  
ACCA is present in so many countries, 
carrying out important work in research 
and education, but the extent of the 
organisation’s various profi le-raising 
activities in so many territories, especially 
in Africa and Asia, was of particular 
interest to me. ACCA has become 
a powerful voice in both developed 
and emerging economies. And while 
each market is unique, I was able to 
gain valuable insights – for example, 
how ACCA has been infl uential among 
standard-setters, tuition providers, 
national accounting bodies and 
employers – and apply these in Hungary.

Accountancy needs to fi nd new 
and relevant ways to attract bright 
talent. People still don’t understand 
the difference between accounting and 
auditing, or realise just how varied the 
potential career paths are for those who 
go for the fi nance option. I believe ACCA 
members in senior roles should champion 
the profession at every opportunity. ■

The extent of the 
ACCA’s various 
profile-raising 
activities in so 

many territories, 
especially in Africa 

and Asia, was of 
particular interest 

Snapshot: indirect tax 

Keeping compliant with the many 
legislative changes affecting indirect 
taxation is a massive challenge.

In Europe, changes to the 
‘place-of-supply’ rules in force 
since the start of last year, which 
moved the VAT charged on 
telecoms, broadcasting and other 
electronically delivered services 
from an ‘origin’ to a ‘destination’ 
system, are starting to be mirrored 
in territories such as Japan, South 
Korea and South Africa. 

In Europe, the European 
Commission is pursuing the ideal of 
a destination-based system for the 
supply of goods and is consulting on 
simplifying tiers within the reduced 
VAT rates member states charge.

Other territories continue to 
move from general sales taxes 
towards a VAT-style system. All 
these measures will impact on 
corporate tax departments.

For advisers, broad technical 
knowledge of indirect taxation 
at regional and local level is 
crucial, along with an in-depth 
technical knowledge of the client’s 
business sector. VAT is a tax on 
transactions so there is often a 
need to understand the entire 
supply chain in order to provide 
the client with the correct answer. 
Finally, you’ll really add value when 
you have gained an understanding 
of how VAT is managed within the 
business, and of the processes 
and controls required to ensure 
compliance and minimise VAT risk. 

Audrey Fearing, partner, EY
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Basics

One day many years ago, the Istanbul 
Fire Department got a call from a 
distraught young man locked in an 
office in the city’s Kadiköy district, on 
the Asian side of the Bosphorus strait. 
It seemed that the man, Nail Sanli, had 
been working so hard he had lost track 
of time, and the business centre where 
his third-floor office was located had 
locked the exits without his knowing.

‘I was so focused on my work that I 
forgot to leave the office,’ Sanli says with 
a hearty laugh. ‘I came down on the fire 
truck’s ladder.’

The incident is indicative of the single-
minded determination that characterises 
Sanli, now the president of the Union 
Chamber of Certified Public Accountants 
of Turkey (TÜRMOB). ‘Just like anyone in 
the world, I started this work as an idealist. 
I wanted to become a respectable 
member of a respectable occupation,’ 
explains Sanli, sitting in his wood-
panelled office in a central district » 

Interview: Nail Sanli, TÜRMOB president, on the importance of trust

Practice: Interview

Headline for web:

Folio for app:

In accountants we trust
Accountants figure large in the lives of Turks, and Nail Sanli, president of Turkey’s 
members organisation, puts trust at the heart of his professional mission

Turkey
 

* Population: approximately 79 million people as of July 
2015.

* Labour force: 27.5 million.

* GDP: US$1.508 trillion (2014 estimate, at 2014 US dollar exchange rates).

* Growth rate in 2014: 2.9%, down from 4.4% in 2013, and an average 6% 
between 2002 and 2008.

* Well-regulated financial markets and banking system.

* Accounting was given legal recognition and a regulatory framework in 1989. 
Significant progress has been made in improving the environment, and a 
framework for financial reporting was recently issued. TÜRMOB is the only 
body permitted to issue auditing licences and set professional standards.

* TÜRMOB has 101,000 members, 85 offices and 125 employees.
 
Statistics from TÜRMOB and CIA World Factbook
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CV

of Turkey’s capital, Ankara. A large portrait 
of republican Turkey’s modernising 
founder Mustafa Kemal Atatürk hangs on 
the wall, and the office is just across from 
Atatürk’s mausoleum.

‘All my work has been defined by this, 
and it hasn’t changed to this day. Even 
though I’m the president now, it wouldn’t 
be a lie to say I do everything in my 
power for the progress of this occupation, 
to enlarge it and make it reach global 
standards,’ he says.

He was born in Mardin, a small ancient 
city in Turkey’s rugged, sun-baked 
south-east, the son of a teacher and a 
housewife. Not many children dream of 
going into accounting, and when Sanli 
was a youngster what he wanted to be 

was an engineer, to build things with his 
own hands.

‘I still like the idea of working on 
mechanical things, connecting machines 
together,’ he says. ‘When the faucet at 
home breaks, I always want to fix it myself 
before calling the plumber.’ 

However, as early as high school 
Sanli already had thoughts of going into 
business and accounting, and enjoyed 
studying the world of finance.

‘In Turkey, business and accounting 
education is very comprehensive, even in 
high school and university,’ he points out. 
‘I am one of those lucky students who got 
a good, comprehensive education.’

In 1980, he graduated from Ege 
University’s school of business and 

accounting, in Izmir, western Turkey, and 
worked for a few years at private firms 
before opening his own office in Istanbul 
in 1984. He now splits his time between 
working in TÜRMOB’s office in Ankara and 
living in Istanbul with his wife Peyruze, 
also an accountant, and their two children.

Aiming high
Sanli’s career trajectory parallels that of 
the accounting profession in Turkey.

‘Since 1989, I’ve been involved in a 
lot of work that relates to the struggles 
of our business and occupation, the 
improvement of our occupation,’ he says. 
‘We’ve accomplished a lot in a very short 
time, and completed a lot of projects.’

Sanli has worked in management 
roles within the profession since 1992. He 
started with TÜRMOB in 2000, serving 
as secretary for eight years, and vice 
president for two. He has been president 
for five years now.

‘Being a part of this profession, 
all throughout the period since its 
establishment, I was a part of it at 
every step. I owe all my professional 
accomplishments to this,’ he explains.

TÜRMOB is the national umbrella 
organisation for independent 
accountants, certified public accountants 
and sworn-in certified public accountants. 
It was set up in 1989 as a result of 
legislation, which gave legal recognition 
to accounting in the country. A member 
of the International Federation of 
Accountants (IFAC) and the Fédération 
des Experts Comptables Européens 
(FEE), it issues professional licences 
to accountants, financial advisers and 
financial auditors, and sets standards for 
the profession.

It has 101,000 members, 85 offices, 
covering every major city in Turkey, and 
125 employees. One-third of its work is in 
data and programming, one-third focuses 
on developing accounting standards, 
and another third is administrative. It also 
organises regular panels and symposiums 
that are attended by thousands of people 
across Turkey. 

‘I’m very proud to be the president 
of such an organisation,’ Sanli says. ‘The 
current state of our profession is very 
positive. It’s developed in parallel to the 
world. Our law isn’t very old, but our 
profession goes way back.’

One positive recent reform came 
in 2011, with the passing of the Turkish 
commercial code to control unfair 
competition practices, undisclosed 

Tips

Nail Sanli says would-be financial professionals interested in 
accounting need to be determined, hardworking, confident, 
decisive, presentable and ethical. Accountancy hopefuls 
also need to keep up to date with international standards. 
He cautions that candidates must be highly dedicated, 
because it takes at least nine years of training to become a 
professional accountant in Turkey. ‘If they pay attention to 
these principles, there’s nothing that can stop them.’ 

2010 – present
President of the Union Chamber of Certified Public 
Accountants of Turkey (TÜRMOB)

2008-10
Deputy president, TÜRMOB

2000-08
General secretary, TÜRMOB

2006-08 
Member of the International Federation of Accountants’ (IFAC) Developing 
Nations Committee

2006 
General secretary for the 17th World Congress of Accountants (WCOA 2006), 
staged in Istanbul

1998-2000
Chair of Contemporary Accountants Association of Turkey

1992–98
General secretary, Istanbul Chamber of Certified Public Accountants

1984 
Opens own accounting office in Istanbul, Turkey’s commercial capital

1980
Graduates from Ege University’s Business and Accounting School, western Turkey
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information, trade names and other 
intellectual property rights. Sanli says this 
legislation has multiple benefits, including 
more wealth structured in established 
corporations and more companies 
registered in the stock market.

‘Thanks to this, international capital 
comes into the country more confidently. 
So now we have more international 
brands coming into in our country. Our 
business people will have the opportunity 
for competition.’

TÜRMOB also focuses on education, 
and has a separate building functioning as 
an education and intern centre.

‘We’re in cooperation with many 
universities in Turkey for curriculums and 
other annual activities,’ he says. ‘We 
want to put emphasis on international 
educational standards and fully comply 
with them.’

ACCA strategic partnership
TÜRMOB has been partnering with 
ACCA since 2004. The latest five-year 
agreement between the two bodies was 
signed in April 2015. ‘We consider our 
relationship with ACCA very important,’ 
Sanli says. ‘Our relationship is not only 
a membership, but also a strategic 
partnership. Both organisations benefit 
from this partnership, which also benefits 
our members.

‘Thanks to this partnership, we’ll 
also be able to create new brands, 
certifications and possibilities, and work 
on projects relating to international 
auditing certification and new areas 
of expertise.’ 

The agreement will help TÜRMOB 
members gain ACCA membership. Both 
organisations will also explore co-branded 
certificates to support the needs of the 
accountancy profession in Turkey.

Sanli points out the profession’s 
incredible importance: ‘Good auditing 
is important anywhere in the world. It 
protects the rights and benefits of all 
parties involved: investors, partners, 
banks, credit providers, employees. It 
affects everybody. Without auditing there 
will always be something missing, like not 
having an arm or a leg.’

Tax audit is of particular importance, 
and Sanli says his profession carries great 
civic responsibility. ‘The better taxation is 
handled, the better services government 
can provide,’ he says. ‘It can create better 
dams, roads, airports. Every declaration, 
calculation, financial table relating to 
taxes is our responsibility.’

Sanli says that the Enron accounting 
scandal of 2001 showcased the 
importance of good auditing, even 
though the scandal damaged the 
profession’s reputation.

‘With some new legal procedures, it’s 
become obvious that even inspectors 
need to be inspected,’ he says. ‘This not 
only extends to corporations and trade 
companies. It also includes unions and 
political parties. Everything should be 
within the scope of inspection. Auditing 
and inspection are a must.’

In Turkey, Sanli says that ‘one of 
our biggest endeavours is to prevent 
unfair competition’, and that TÜRMOB 
has created a special committee and 
guidelines accordingly. He also insists that 
accountants take a very personal role in 
Turks’ lives: ‘If one of a Turk’s employers 
or relatives in Turkey die or they buy 
property, they first go to an accountant. 
Or when they want to start a business or 
partnership. Every step of the way they 
consult an accountant.’

Sanli stresses that the credibility of 
his profession relies on trust more than 
anything. ‘If you don’t have trustworthy 
accountants, everything will go wrong,’ 
he says. ‘Our customers and the people 
we collaborate with rely on the credibility 
and trustworthiness of an accountant or 
financial adviser. It’s difficult to regain trust 
once it’s lost.’

He wants accountants to be as trusted 
in Turkey as teachers and doctors, and 
considers it his organisation’s prerogative 
to help improve his profession’s 
reputation. His biggest aim, he says, ‘is to 
create trust’. ■

Nick Ashdown, journalist based in Ankara

‘If one of a Turk’s 
employers or 

relatives in Turkey 
die or they buy 
property, they 

first go to an 
accountant’
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The drain game
Executive coach Connie Voigt explains how stress is generated by encounters with 
energy suckers in your workplace – the people she dubs the ‘psychovampires’

which slowly builds up in our immediate social environment 
without our being fully aware of what is happening. 

Let’s assume that everyone is potentially surrounded 
by energy suckers or – to use a metaphoric concept – by 
psychovampires capable of causing emotional stress. Before 
we attempt to find a cure, it’s worth taking a closer look at the 
psychological mechanisms of this vampirism and its roots. 

The bad news is that there is no one typical vampire type. 
But regardless of cultural background, location or gender, we 
can identify at least a dozen types that come in all sorts of 
different guises – the Snare Vampire, the Yes But Vampire, the 
Depressive Vampire, the Monument Preservation Vampire, the 

Most people know the feeling of loss of emotional, 
mental and even physical energy after a bruising 
encounter with another person. At work, we don’t 

bother to analyse this feeling any further, although we 
do sense a draining of energy. We tend to consider our 
relations with those we share the workplace with as pretty 
much given and accept many an irritation as just part of the 
job. The truth, though, is it doesn’t have to be like that.

We live in a time when it is fashionable to be under constant 
stress; indeed, it’s almost the done thing to be exhausted when 
getting home in the evening. This socially acceptable fatigue is 
really an act of self-deception. It underlies deep emotional stress, 
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Ice-box Vampire, the Ignorant Vampire, the Polite Vampire, the 
Nosey Vampire, the It Wasn’t Me Vampire, to name just a few. 
In my book Psychovampires these and more vampire types are 
fully explained. But in this feature we’ll take a closer look at the 
characteristics and effects of just one of them: the Snare Vampire. 

Snare Vampire
We’ve all had the bad luck to come across this type at some 
point in our careers: the despot disguised as the boss. He – 
or maybe she – is egocentric, totally overestimates himself 
(we’ll stay with a man because there are still too few women at 
executive level), rarely allows any contradiction, knows everything 

better and regards himself as completely irreplaceable. Once 
he’s sniffed out a potential victim, he puts an invisible rope 
around their unfortunate neck and squeezes it to give vent to 
his repressed desire for recognition and the need to get his own 
work done first. His unsuspecting victims don’t feel the rope at 
first; it’s only later that they begin to choke. 

The Snare Vampire is unreasonable, despotic and considers 
himself irreplaceable. Most of this breed are narcissists and likely 
to suck their co-workers dry. For their part, his colleagues can 
never do anything right for him and are the victims of his trap. All 
too often a Snare Vampire is a boss who strangles the motivation 
and spirit of his own employees. »
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because they fail to recognise that the 
psychovampire himself suffers from a 
lack of self-confidence. 

The psychological mechanism
You can’t win. Whatever you do, the 
oppressor is going to put that rope 
around your neck. People who come 
into contact with the Snare Vampire 
are victims of his fundamental distrust 
in the abilities of others, which in itself 
is an indication of the psychovampire’s 
low self-esteem. He must put people 
down in order to feel better himself. 

A good image to illustrate this 
is a seesaw, the sort you find in 
playgrounds: if I push the person at 
the other end down, I go to the top 

of my end – by doing others down, I raise my own self-esteem. 
Unfortunately, the effect does not last for long. Since there’s no 
rational reason for mistrusting the abilities of his fellow men, 
the Snare Vampire can reasonably be accused of delusional 
behaviour – he relates everything to himself and interprets 
actions as hostile and personally directed against him.

The Snare Vampire antidote
Once you have become aware that your opposite number is a 
narcissist – that is, someone who can never get enough praise 
and recognition, and for whom you can never do things right 
– just leave it at that. Reflect on your own core strengths and 
abilities, and simply stick to your agenda without letting yourself 
be distracted. 

This might be easier said than done as the cause for this loss 
of energy is rooted within the victim, so reflection on personal 
reactive behaviour is key to becoming immune to any vampirism. 

Practice shows that we must recognise and understand why 
someone may be experienced as a psychovampire by some 
people but not by others. Which button does the psychovampire 
press and what mechanisms does he release in his victim? 

The answer to this depends primarily on the self; the vampire 
is only the trigger for an untreated, subconscious internal conflict 
that has existed in the victim for a long time. One suggested 
way of reflection could be to think and act more mindfully when 
a tricky situation arises. In other words, you can anticipate your 
own classic reactions and predesign new proactive possibilities 
to break your patterns, and take more control over your own, 
self-determined actions as a result. ■

Connie Voigt is an executive coach and co-author of Psychovampires

How it works
The Snare Vampire boss enters the 
office of his finance manager without 
knocking on the door and tells him he 
urgently requires a complete rundown 
of the business’s finances for his 
forthcoming presentation to the board 
of directors. ‘This has absolute priority,’ 
he says. 

As a man – or woman – of 
conscience, the finance manager puts 
their own important projects on the 
back burner and begins on the work for 
their boss. A few hours later that boss 
storms back into the finance manager’s 
office, demanding to know how all the 
other projects are going. The finance 
manager is at pains to point out that 
they’re now working on the urgent rundown of finances that has 
been demanded, to which the boss replies with some disdain: 
‘Someone in your position should be able to do several jobs at 
the same time.’ 

Duly downcast by all this, the finance manager’s good mood 
is spoiled for the rest of the day. Their first reaction is anger but 
they keep that to themselves. Situations like this recur every 
single day, and the medium-term effects on the manager take 
the form of psychosomatic disorders (stomach cramps) and 
demotivation. Their thoughts turn increasingly to quitting and 
going to work somewhere else.

 
Wonderful me
There are different flavours of Snare Vampire but the dominant 
one is the narcissist, who firmly believes that his affairs are 
of far greater relevance than those of his fellow men. This 
vampire shows a total lack of empathy in the emotional world 
and his experiences with other people, yet at the same time is 
hypersensitive to any criticism from others. Rage and disdain are 
his reactions to any adverse comment from his peers.

Very often the Snare Vampire is at the mercy of a need for 
instant gratification. In children, it is seen as perfectly normal (up 
to a certain age) for them to demand the immediate fulfilment 
of a wish or need. Sadly, this behaviour is also prevalent among 
certain adults. There’s the boss who summons his employee 
to the office because he wants something done immediately, 
although he could easily discuss the same matter with the 
employee at the meeting due to take place in the next hour. 
Or there’s the colleague who’s annoyed when someone doesn’t 
answer their mobile phone straightaway because he has to speak 
to them – now! Such unsolicited behaviour puts victims under 
even more pressure.

The Snare Vampire’s victims are often characterised by a need 
for recognition from others and the tendency to seek the reasons 
for failure in themselves. They constantly strive to please the 
Snare Vampire and, like the vampire who ensnares them, they 
too suffer from low self-esteem. They often idealise the vampire 

For more information:

Psychovampires: A Positive Approach to Energy Suckers, 
by Connie Voigt and Hamid Peseschkian, is published by 

AuthorHouse (2015)

Victims 
constantly strive 

to please the 
Snare Vampire 

and, like the 
vampire himself, 

suffer from low 
self-esteem
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An important tool
A study into whole of government accounts looks at how public sector accounts are used 
and finds they could prove an important tool for public policy decision-makers

and what impact they are having on public 
policy. Most importantly, it aims to show 
whether the rhetoric matches the reality; for 
some countries, the move to an accruals-
based financial reporting system had been 
heralded as a brave new world of financial 
accountability, but there is a strong belief that 
the accounts, when produced, gather dust 
on shelves around the political establishment 
until the next set arrive a year later.

And this might in part explain why there 
has not been a rush of countries wanting to 
adopt such a system. There are only a few 
countries that do produce consolidated 
accounts, including Australia, Canada, New 
Zealand, Sweden and the UK, and it is these 
five countries upon which the study focuses.

‘These countries went forward with such a 
system for different reasons,’ explains Gillian 
Fawcett, ACCA’s former head of public sector. 
‘It could have been for economic or political 
reasons, or both, together with a need to be 
transparent and accountable. We had heard 
a good deal of rhetoric about how these 
accounts were being used, but we hadn’t 
seen any specific research that explored this 
further. And perhaps not unsurprisingly, when 
we carried out a literature review we found 
that the focus of previous studies had been 
on expected use rather than actual use.’

So what does this new study show, and 
how can it help inform the future direction and development of 
consolidated government accounts? 

‘The focus on the use and usefulness of consolidated 
government accounts couldn’t be timelier as governments are 
striving to make best use of tight budgets to maintain quality 
public services as well as remain accountable and transparent,’ 
says Dr Danny Chow, a lecturer in accounting at Durham 
University Business School and lead author of the study. ‘But 
if government consolidated accounts are to go beyond being 
viewed by many commentators as mainly an accounting-centric 
function, more attention needs to be given to the potential 
users before governments embark on their journey of preparing 
consolidated accounts.’

Chow led a consortium of international universities in the 
study, finding that a combination of overly complex financial » 

W ithout the appropriate level of investment in 
educating politicians, government ministers and 
other key stakeholders, effort spent creating 

consolidated accounts for the public sector could be wasted 
in the future. This is one of the conclusions to be drawn from 
an in-depth study of the whole of government accounts 
(WGA) prepared by a number of countries around the world.

But if the accounts can be produced in a timely fashion, and 
presented in a format so that they are easily understood, then 
they will become an increasingly important tool for both public 
policy decision makers and those that scrutinise how public 
money is spent.

The study, Consolidated government accounts: how are they 
used?, investigates how different systems of financial reporting 
of the public sector are put to use, who looks at the accounts 

Is consolidation the key to effective public sector accounting?

Copy to replace URL:

Headline for web:

Web friendly URLs:

Download Consolidated 
government accounts: how are 
they used? >

▼ Progressive approach
New Zealand has a more positive 
attitude towards consolidated 
accounts than other countries
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on how it is used. The UK system is 
comparatively young, with the first set 
of accounts for 2010 being published 
at the end of 2011, while New Zealand 
has been producing its version since the 
early 1990s. It is perhaps not surprising, 
then, that the study finds a more positive 
attitude in New Zealand than in the other 
countries. Interestingly, it also notes 
that the investment made by the major 
accountancy firms in supporting the 
development of government policy, and 
then making available their resources 
and knowledge base, has been another 
factor in the continuing support for such 
accounts in New Zealand.

Australia and Canada are similar 
to the UK in that their consolidated 

accounts are used primarily for compliance reporting and audit; 
also, these countries are similar in that the real political debate 
takes place at the budgetary level.

Sweden is unusual in that the consolidated accounts have 
become an integral element of public sector financial management. 
Accounts are released within four months of the year end (the fastest 
the UK has achieved is one year post-year end), while the ability 
to audit the accounts, make systems improvements and achieve 
better asset management seem to be the biggest wins in the move 
to consolidated, accruals-based accounts. But the budget and EU 
mandated statistical accounts continue to be the dominant set of 
accounts used by politicians. And this perhaps drives at the central 
issue surrounding the use of consolidated accruals-based accounts. 
Until the basic financial literacy of politicians and government 
officials improves dramatically, then these sets of accounts will not 
be thoroughly scrutinised, understood or acted upon.

‘The financial literacy of parliamentarians will need to step up in 
terms of effective scrutiny,’ says Fawcett. ‘We’ve recommended that 
new members of parliament receive the appropriate induction and 
development programmes.’ At the same time, Fawcett suggests the 
need for appropriate follow-up subsequent to any scrutiny process. 
‘And if they are to have credibility, then they will have to be timely, 
with more forward-looking information,’ she adds. 

Organisations such as ACCA will play a key role in the future 
development of these accounts, both in terms of advising 
the immediate users such as the parliamentarians to aid their 
understanding, and on the technical side to ensure consistency 
in standards and application. But ultimately the accounts need 
to be useful. As Fawcett says: ‘We want the information to be as 
clear as possible for the end user.’ ■

Philip Smith, journalist

reporting and a lack of financial 
literacy among politicians is making 
it more difficult for policymakers 
to take advantage of the potential 
benefits available from the financial 
reports. However, the study reveals 
how the introduction of consolidated 
accounting systems in these countries 
could have a number of positive 
impacts if fully supported. 

For instance, in all five cases, the 
study finds that the move has been an 
effective stimulus in transforming the 
quality standards of accounting practices 
and systems across governments, which 
in the past had been heavily cash-based. 
At the same time, reforms based on 
consolidated government accounting 
have highlighted limitations in existing systems of accounting and 
accountability, such as under-reported liabilities or inconsistent 
accounting practices. That is not to say, however, that such under-
reporting has been removed – in the UK, the National Audit Office 
continues to qualify the UK’s whole of government accounts for, 
among other things, failing to report on the assets and liabilities of 
bodies that it considers to be in the public sector.

Also, variations in approach between the countries limit 
the extent of global comparisons. Each country draws its 
consolidation boundaries based on local specifics linked to its 
constitutional form rather than determined by adherence to a 
universal or accounting notion of consolidation. The UK delivers 
a single set of accounts that include central government, all 
local governments and public corporations, but excludes the 
part-nationalised banks. Australia provides separate accounts 
for federal, state and local governments, New Zealand produces 
separate central and local government accounts while Canada 
has individual accounts for federal government, each of the 
10 provincial and three territorial governments, and all local 
governments. Sweden separates central and local government.

These varying ideas of what constitutes government, and 
therefore should be included in the accounts, provide the 
backdrop for understanding how consolidated government 
accounts are being used and, more importantly, in defining 
who are their users. For instance, as the study says, in the UK 
we see the political desire to use accounting to illuminate 
macroeconomic policy issues, such as the build-up of long-term 
liabilities like public sector pensions, while providing a more 
cohesive and comprehensive accounting-based information 
system underpinning all levels of government. But the use of 
the accounts for such macroeconomic management will remain 
limited until a time when the accounts are not qualified by the 
comptroller and auditor general. This situation is not helped 
by the fact that there are other competing accounting systems, 
especially the UK National Accounts. 

It would also appear that the length of time for which the 
consolidated approach has been in operation can have an impact 

For more information:

Consolidated government accounts: how are they used? is 
available at accaglobal.com/public-sector

‘The financial 
literacy of 

parliamentarians 
will need to step 

up in terms of 
effective scrutiny’ 
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Success redefi ned
PwC polled 1,400 CEOs for its 19th annual global survey and found that, in an uncertain 
world, the top bosses in enterprises are having to redefi ne what constitutes success

Confidence heads south

CEOs are much less confi dent about the prospects for 
the global economy than they were a year ago. China 
and the US are still regarded as by far the best growth 
prospects, with Germany and the UK some way behind. 
India and Brazil are also seen as having potential. 

The frown lines deepen

For the fourth year in a row, over-regulation has CEOs more 
worried than ever. Their concern over greater geopolitical 
uncertainty is driven by terrorism and social instability.

The impact of IT and technologically empowered customers 
is a mega-trend that is driving CEOs’ reorientation of the 
business. The graphic shows which technologies they rank 
as generating greatest stakeholder engagement return.

For more information:

To read the full survey, Redefi ning business in a changing 
world, visit pwc.com/ceosurvey

Social value as well as business value

CEOs believe customers are increasingly judging 
companies by how they help wider society, and 24% say 
their company has changed its sense of purpose as a result.

68% Data and analytics

65% Customer relationship 
management systems

53% R&D and innovation

50% Social media 
communications and 
engagement

44% Web-enabled 
collaboration tools

33% Online reporting 
technologies

30% Personal data security

23% Social listening tools

21% Investor relationship tools

45%
Have always 

had a broader 
purpose

24%
Changed 
within last 
three years

16%
Not changed 
and not up for 
consideration

12% 
Not changed 

but under 
consideration

Pessimism pervades global growth expectations

● Confi dent the global economy will improve
● Very confi dent about their business’s growth prospects

2012 2013 2014 2015 2016

79%
74%
73%
72%
71%

69%

Over-regulation ●
Geopolitical uncertainty ●
Exchange rate volatility ●
Availability of key skills ●

Public fi nances ●
Increasing tax burden ●

Top concerns by region

94%

87%

86%

85%

84%
81%

81%

15%

40%
36%

39%

39%
35%

18%

44%

27%

37%

The 
innovation 

edge
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For more information:

See the full results of the survey, and further insights on 
corporate culture to support your programme of change, 

at accaglobal.com/culture

60%
Tone at the top is the most 

influential driver of corporate 
behaviours 

20%
Incentives are the 
most influential 

driver 

10%
Rules and procedures 

have the most influence

Follow the leader
An ACCA report suggests that creating the right tone at the top can be key to regulating 
workplace behaviour while monetary reward comes way down the list, says Pauline Schu

management generally. Half 
the respondents agreed that 
performance-related pay schemes 
help foster best performance, 

although nearly two-thirds (65%) 
suggested that such schemes might 

lead people to exaggerate or falsify 
their performance measures. 

But monetary reward is not the 
strongest motivator. When asked 

about what motivates them most, 
more than half of respondents cited 

recognition for their work; one-third cited 
earning more money. 

In terms of the rationality of management’s judgment, nearly 
one-third of respondents neither agreed nor disagreed as to 
whether staff in their organisation were aware of such cognitive 
bias. Nonetheless, 78% of them recognised that these adversely 
affect decision-making and 76% suggested that teams, including 
boards, should be trained in better decision-making skills so that 
cognitive biases would have less effect.

On average, about 40% of respondents agreed or strongly 
agreed that senior management in their organisation was 
sufficiently aware of what was going on lower down in the 
organisation; almost half (48%) agreed or strongly agreed that 
senior management was accurately reporting information back to 
the board. 

Where to start
Since the financial crisis, there has been fierce debate around the 
issue of corporate culture; the UK Financial Reporting Council is 
just one of the organisations exploring its impact. 

Those willing to engage in cultural change must, however, be 
aware that there is no one-size-fits-all solution and that change 
will not happen overnight. Changing culture is a challenge, 
and organisations should look at the behaviours underlying the 
culture they seek before embarking on change. ■

Pauline Schu is policy and research officer at ACCA and manages 
ACCA’s culture and channelling corporate behaviour work

A strong culture can act as 
an effective regulator of 
behaviour. An established 

culture within an organisation 
affects the way things get 
done, how operations and 
stakeholder relationships 
are managed and, most 
importantly, how people 
behave when no one is looking.

The financial crisis of 2008 
revealed just how a failure to oversee behaviour and set the 
appropriate tone can negatively affect corporate conduct. But 
setting the right tone through the corporate culture can arguably 
channel behaviour more effectively than procedures and rules. 

Looking at the bigger picture, culture influences behaviour 
by giving direction and determining priorities, stating and 
protecting common values and reinforcing a sense of common 
identity. Corporate leadership can significantly influence 
behaviour by setting, embedding and promoting organisational 
values from the top down.

While culture is difficult to define in practical terms, and its 
direct influence on behaviour is hard to demonstrate, findings 
from recent ACCA research, published as part of its Culture and 
Channelling Corporate Behaviour initiative, offer some direction 
for boards willing to set off on a journey of cultural change.

Leaders vs rulers 
The results from the survey, which received responses from 2,000 
members, confirmed the critical role that leadership plays in 
channelling functional behaviour. For more than 60% of those 
who responded, the tone set at the top was the most influential 
driver of behaviours. Only 20% said incentives were most 
influential, and as few as 10% thought rules and procedures had 
most influence.

The positive impact of corporate leadership was particularly 
emphasised by respondents from East Asia and the Pacific 
(mainly China, Malaysia and Singapore), although respondents 
from the rest of Asia (including the Middle East) ranked the 
influence of rules and procedures more highly. 

Many respondents also raised the importance of 
management practising what it preached or ‘walking the talk’, 
saying that the actions and values of leaders were a key to 
maintaining ethics and integrity in an organisation.

The second most influential drivers of behaviour were 
identified by members as incentives and performance 
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A number of factors influence our behaviour, from both our professional and personal lives. 
The balance of these will vary by culture and age group  
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An eye on the facts
Current performance reporting processes are flawed, says an ACCA/KPMG report, 
resulting in missed value opportunities and slow responses to emerging threats

and strategy delivery. For performance reporting to be effective 
a common data hierarchy needs to be deployed across the 
enterprise around the right key performance indicators (KPIs). This 
data supports the representation of a single version of the truth.  

While the ACCA/KPMG study suggests a more consistent 
use of common KPIs across the business, every organisation also 
needs to ask itself if:

* Performance indicators are aligned to strategy?

* The underpinning data is consistent?

* The data is managed in a sustainable manner?
According to the survey, almost 40% of respondents believe that 
decisions are grounded not on information-based insight, but on 
the ‘gut instinct’ of business leaders.

The study suggests three critical areas organisations need to 
focus on to improve performance reporting capability:
1 Build the right data and governance foundation: collect 

the data that really matters. Organisations need to know 
the right data to support an integrated set of defined KPIs. 
Data quality is imperative – it is the bedrock that allows the 
business to trust in the information it receives. And that 
happens through a robust governance process that ensures 
data integrity over time. 

2 Structure the delivery model for success: performance 
information for management needs to be consistent, 
controlled, timely, relevant, complete and delivered in a cost-
efficient manner. Finance function structure and the delivery 
of performance reporting capability will determine success.

3 Empower finance professionals to collaborate effectively with 
the business, with the ultimate goal of increasing the speed 
and quality of decision making. This will bring competitive 
advantage. However, to achieve this financial professionals 
need the skills and behaviour, allied with technology support, 
to allow a step change in performance.

At present, even companies that have invested heavily in 
the area of performance reporting cannot always provide 
accurate sales or stock reports. They lack common definitions 
for fundamental aspects of their business such as ‘margin’ or 
‘spend’. Only by enforcing consistent information standards will 
companies be able to deliver trusted and useful information. »
Peter Williams, accountant and journalist

If corporates are going to perform well in this data-soaked, 
competitive and complex world then they need to secure 
one version of the truth. They also need to move away 

from gut-instinct decision making. This will only happen if a 
business uses performance reporting to link its operational 
activity and decision making to the attainment of its strategy. 

The second of three pieces of research commissioned by 
ACCA and KPMG evaluated the effectiveness of the enterprise 
performance management (EPM) capability within the finance 
function (the first, on budgeting, was covered in Accounting 
and Business, October 2015, page 39). The study suggests that 
current performance reporting processes are flawed. Many 
enterprises continue with ‘information’ that does not support 
rapid and informed decision making. The result, according to the 
authors of the report, is missed value delivery opportunities and 
slow responses to emerging threats. 

To be effective, performance reporting should be developed 
within a performance management framework with three core 
components, the other two being planning, budgeting and 
forecasting, and profitability/costing analytics.

Better decision making
Investing in performance reporting capability offers a real 
competitive advantage. It gives organisations essential 
information to make confident and effective decisions and 
focuses the attention of management on activities that 
really matter. Crucially it provides a consistent view of actual 
performance across the business. 

As the volume of internal and external data continues to 
increase exponentially, along with unrelenting demand for more 
information from the business, organisations are being forced 
to consider what information they need in order to achieve their 
strategic objectives and drive value. 

Leading organisations are building frameworks designed 
to provide a seamless link between strategic objectives, 
the measurement of performance against objectives and 
operational decision making. 

Currently too many others are weighed down by a mass of 
performance reports, often containing too many metrics (many 
of which conflict), offering too little insight. The result is that 
they are unable to analyse the past or anticipate performance 
to enable better decisions. Often, overworked finance functions 
produce reports that neither meet the demands of stakeholders 
nor offer an added-value view of performance.

In the knowledge economy, optimised and appropriate data 
is key for better decision making, competitive advantage creation 

For more information:

Download the full report, Performance reporting: An eye 
on the facts at bit.ly/1M8zRGS
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Looking to the future

Derek Sommerville FCCA was appointed finance director at 
ACCA in the middle of 2015 so in his words is still ‘turning 
some stones over to find out what is going on’. He describes 
performance reporting at ACCA as ‘at a reasonable level’.

‘We understand the need for performance reporting, 
and in terms of revenue reporting we are good at knowing 
what drives our revenue and have key reporting around that.’ 
However, he says, there is further work to do in terms of 
linking cost bases to the revenue. 

Performance reporting emerges from ACCA’s Glasgow-
based centre of excellence, where a concentrated finance 
team services the entire global organisation. Since he arrived, 
performance reporting has been one of a number of priorities 
Sommerville has looked at. Because the organisation is 
continually growing and changing, he says, performance 
reporting will need constant fine-tuning. ‘Performance 
reporting can’t stand still.’ 

Last year, ACCA developed a five-year strategy and KPIs 
were produced to link operational performance to strategy. 
This is where the fine-tuning may come in, as Sommerville 
wants to slim down the existing suite of metrics to a single 
sheet of paper and revisit them to increase understanding of 
how ACCA shapes up, both on a global and regional basis – 
especially in terms of product performance. 

Sommerville says there is a reasonable degree of focus, 
with performance in all the different areas being measured 
against the plan: ‘If there are any deltas appearing, [we need 
to ask] why that is and what remedial action we can take.’

He notes that ACCA, like many organisations, is sitting 
on a considerable amount of data and currently uses legacy 
systems, which cause obstacles in performance reporting. 
This is a key challenge. ‘The legacy system is UK-centric, for 
instance, it is not multi-currency, and we use different systems 
outwith the UK.’ The plan is to move to a single global system 

within the next 12 to 18 months. This will act as a catalyst 
to help restructure processes within finance. A key element 
includes developing a shared service centre and embedding 
key finance personnel in advisory roles in the business to 
improve decision making. ‘We want to free up local finance 
professionals across the globe to act as business partners 
rather than working on transactions,’ says Sommerville.

Alongside automating processes to improve performance 
reporting, Sommerville’s other major challenge is around 
implementing change. ‘Within finance, roles will be upskilled 
and change for the good,’ he explains. ‘This is all about 
putting finance at the centre of the business, getting the 
acceptance and building up trust. We want the operations to 
see the value of using finance professionals as consultants.’

This links back to the overall strategy by providing clarity. 
‘By developing KPIs we can measure the success or otherwise 
of the strategy. Finance should be advising operations on 
what it is doing well, and on investment decisions and how 
they impact on the long-term aim of providing value for 
money and delivering finance and non-finance strategic aims.’

Long relationship
Sommerville has been closely involved in performance 
reporting in his previous roles – he sees it as part of his 
culture. As a consultant to the Hilton hotel group, he worked 
to refine the finance function, to ensure it delivered value 
for money and that structures were fit for purpose. He has 
also worked for an international architecture practice, which 
shared some characteristics with ACCA. There he helped 
the finance function become outward looking and improved 
decision making. Sommerville says the finance function 
should look ahead, too: ‘Any growing and developing 
organisation needs to be forward looking. And performance 
metrics help in shaping and predicting the future.’ ■
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Redback rising – slowly
The Chinese renminbi appears to be experiencing the painful birth pangs of becoming a 
global reserve currency. But it is still a long way off joining the global stage

has become to the US-led market system. But the RMB is not 
free. Instead, it trades in two versions: the onshore, controlled 
currency called the China yuan renminbi (CNY); and the offshore, 
more freely tradable proxy version known as CNH. 

What we can say is that, according to the banking 
communications platform SWIFT, the RMB ranked fifth in the 
table of international payments by value at the end of October 
2015. There are now 12 offshore CNH clearing centres spread 
across Asia, Europe, the Middle East and the Americas, and the 
CNH is increasingly traded on electronic trading platforms that 
now handle the bulk of global foreign exchange transactions. 

As a measure of how widely used the RMB now is, Michael 
Go, Thomson Reuters’s head of market development, FX, Asia 
Pacific, whose platform is one of the world’s largest trading 
venues, says: ‘In September 2014 Thomson Reuters witnessed 
a 351% increase in offshore RMB trading on our FX electronic 
trading platforms versus September 2013, with volumes up 
a further 51% by September 2015. This is testament to the 
staggering growth and development of the currency over the 
past 10 years.

‘Hong Kong has become a leading global hub for RMB 
trade settlement, financing and asset management, where 
a wide range of RMB products and services is available to 
meet the needs of businesses, financial institutions and » 

Having been widely debated for some time, the 
reserve currency question was given a strong and 
perhaps final push when, on 30 November last year, 

the International Monetary Fund (IMF) announced that the 
renminbi (RMB) was to be included in its Special Drawing 
Rights (SDR) currency basket. 

The IMF’s statement raised more questions than answers. 
‘The Board today decided that the RMB met all existing 
criteria,’ it said, ‘and, effective October 1, 2016, the RMB is 
determined to be a freely usable currency and will be included 
in the SDR basket as a fifth currency, along with the US dollar, 
the euro, the Japanese yen and the British pound. Launching 
the new SDR basket on October 1, 2016 will provide sufficient 
lead time for the Fund, its members and other SDR users to 
adjust to these changes.’

The moot issues raised are: whether or not the RMB can be 
termed a ‘freely usable currency’; if 11 months will be sufficient 
for all parties, including China, to adjust to these changes; and 
how the other currencies will react in the marketplace to a freely 
tradable Chinese currency.

Its inclusion in the SDR was, the IMF explained, driven by 
the recognition of the role that China now plays in the global 
financial system and the progress it has made in ‘reforming [its] 
monetary and financial systems’ – that is to say, how close it 

Enter the Redback: the birth of a reserve currency

Headline for web:
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‘There has been a relaxation over 
time of the processes that you need 
to go through to gain permission 
for certain types of FX operations,’ 
says Pogson. ‘I think the two-year 
liberalisation programme that PBOC 
has announced is a statement of 
intent, but it will be a question of how 
the economy plays out as much as 
anything. Foreign exchange stability 

has given them a valuable basis for import/export activity, and 
they have sizeable reserves that they have built up with this FX 
environment.’

New volatility
For the moment, international attention is focusing on the PBOC’s 
daily fixing of the RMB’s value. The August ‘experiment’ was the 
PBOC’s abandonment of the daily fixing of the onshore CNY 
exchange rate that established a mid-rate, allowed for a 2% 
fluctuation up or down. Now, instead of simply fixing its chosen 
rate, it prefers to use indications from the market the previous 
day to determine what the rate should be. This has introduced 
considerable volatility – that is, uncertainty – into the exchange 
rate. The offshore CNH maps the path of the CNY, with occasional 
variations in its one-to-one parity. What used to be a one-way bet 
as the PBOC controlled the exchange rate is now no more, and 
the effects of the new volatility were violently in evidence in the 

investors. Renminbi activities in Hong Kong are supported by 
the renminbi liquidity pool in Hong Kong, which is the largest 
outside mainland China. At the end of 2014, renminbi customer 
deposits and certificates of deposit issued by banks in Hong 
Kong together amounted to over RMB1.1 trillion, according to 
the Hong Kong Monetary Authority.’ 

Moreover, in October last year, China launched its own RMB 
payments system, the China International Payment System. 
This demonstrates a significant commitment to establishing an 
international operational infrastructure to accommodate users 
of its currency. Also significant, however, was that it chose to do 
so to avoid using the SWIFT system in order to keep control and 
keep the data surrounding its currency separate from the US-
dominated international system. 

Path to full liberalisation 
This is an indication that China is not simply going to open up 
its currency to all comers nor relinquish the levers of control over 
its currency. For the time being China is taking the path to full 
liberalisation of its currency one step 
at a time.

‘RMB is the big issue that everyone 
is looking at right now,’ explains 
Mark Webster, global head, FX sales 
at Standard Chartered, based in 
Singapore. ‘Everybody wants to know 
what this is going to mean. We have 
to hold in the back of our minds that 
we are heading towards a complete 
liberalisation of the currency at some 
point. That’s the way the authorities 
are taking us, but we have to deal with 
each step on that path as we get to it. 

‘There will be more to risk and 
greater reduction in the regulation. 
We are seeing greater acceleration 
of easing on the monetary and fiscal 
fronts. The People’s Bank of China is 
obviously working to maintain a stable, trade-weighted exchange 
rate. We expect there’ll be more measures to come down the 
track, and that will only lead to more volatility over time.’

The first major shock of that volatility came in August last year 
when the People’s Bank of China (PBOC) devalued the RMB and 
announced plans to change the way it managed its currency. This 
came as a blow to the market. 

‘I don’t think the 11 August experiment went particularly 
well,’ says Keith Pogson, senior partner, Asia Pacific financial 
services for EY in Hong Kong. ‘In the short term, the PBOC will 
try and maintain more stability in FX rates. This is especially so 
that the SDR inclusion isn’t thrown off-track, but I think they 
are still thinking about how they economically manage the 
exchange rate. After 11 August and the devaluation, they had 
to spend quite a lot of money stabilising the RMB. I think we 
are going to see a number of initiatives that will move them 
closer and closer.

‘We are heading 
towards a 
complete 

liberalisation of 
the currency, but 

we have to deal 
with each step as 

we get to it’
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emerging market fashion, this does not go down well with 
foreign investors whose onshore investments – whether in 
terms of direct investment in property, plant or equipment or 
of portfolio investment – lose value against their base currency. 
Devaluation does not encourage confidence among foreign 
investors, but then China may be different.

What next? 
China is no ordinary emerging market. Already the second 
largest economy in the world, businesses globally want a piece 
of the mainland China economic action, which is, after all, 
why news of a slowdown in growth causes such waves in the 
international economy. Whether the Chinese currency falls or 
rises, it is still home to 1.3 billion potential customers.

Both the trading and the investment opportunities will remain. 
The free floating of the RMB should ultimately stabilise such 
economic relationships, especially if the currency and derivatives 
markets deepen sufficiently to provide ready markets in forward 
foreign exchange, swaps and options to hedge currency risk.

As the RMB becomes more widely used, it can become a 
de facto reserve currency used by markets to price a range of 
commodities. Provided the currency is stable, it would make 
sense for, say, an oil-producing company to sell in RMB if it was 
also purchasing goods in RMB from the Chinese or other parties. 

Such high-level use of the currency would tend to lend 
stability in its relationship with other currencies, as there would 
be ‘real-world’, not just speculative, supply and demand for 
it. One need look no further than the US dollar to see this 
working in practice. So one question might be whether or not 
the inclusion of the RMB in the very short list of global reserve 
currencies would impact supply and demand for the others on 
that list – the dollar, for example.

Inevitably the answer would be yes, in the long term. 
However, it is worth remembering that the vast bulk of the daily 
US$5.3 trillion turnover in global foreign exchange markets 
is conducted in three currencies: the US dollar, the yen and 
the euro. The dollar alone is a component of the vast majority 
of all transactions. It would take the RMB a very long time to 
significantly disrupt this pattern.

However, if the Chinese economy is to become the world’s 
largest over the long term, it is inevitable that its currency 
would achieve reserve status. What we are seeing now are 
the convulsions of a currency and of a government coming to 
terms with its growing presence in global, free markets. How 
that relationship will play out in the run-up to its inclusion in the 
IMF’s SDR basket this October, and to full RMB liberalisation 
in due course, is something that the markets are also coming 
uncomfortably to terms with. 

What’s for sure is the inevitability of China’s increasing global 
economic and market presence. It is what we should expect 
from a country that is home to approaching a fifth of the world’s 
population. Reserve currency status for the RMB is merely a 
consequence of this. ■

Richard Willsher, journalist 

early days of January, with drastic knock-on falls in China’s equity 
market and contagion being felt across markets around the world.

China’s foreign currency reserves are depleting rapidly. ‘There 
was a US$512bn decline in reserves last year. They still have 
reserves of US$3.3 trillion, but of this only about half could be 
turned into cash at short notice,’ says external senior adviser to 
UBS, economist George Magnus. ‘This could disappear quite 
quickly in the event of further outbreaks of capital flight.’ So 
where might this lead?

There have been many examples in foreign exchange market 
history of what happens when currencies’ formal controls are 
removed, even partially. The most recent and disturbing was the 
sudden unpegging of the Swiss franc (CHF) to the euro (EUR) 
on 15 January 2015. Then the Swiss franc made an immediate 
15% appreciation against the eurozone currency, resulting in 
considerable gains or losses to investors, depending on which 
side of the EUR/CHF trade they were holding positions.

This was a revaluation, but Argentina’s unpegging of its 
currency to the US dollar in 2002 resulted in the Argentine peso 
losing 75% of its value over the following few months. However, 
the good news for Argentina’s exporters was that their products 
became cheaper on international markets, just as Swiss exports 
became more expensive when it revalued.

The consequences of the free flotation of the RMB will 
therefore be of significant economic effect for China. Cheaper 
Chinese exports play well in terms of the country’s continuing 
competitiveness on international markets. However, in classic 
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Career boost
Talented candidates may lose out if they cannot communicate their skills and 
successes, says Rob Yeung; plus the perfect etiquette for the fi rst day at work

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace

Talent doctor: interviews

I recently coached Jasper, a fi nance 
manager who was getting invited 
to interviews but had not received 
any job offers. I took him through a 
mock interview before discussing his 
CV and experience; I quickly realised 
that he had solid skills but was not 
communicating in a suffi ciently 
assertive and positive way.

Many talented candidates don’t put 
across their skills and experience when 
confronted with interviewers face to 
face. Unfortunately, overconfi dent but 
less competent candidates are often 
better at selling themselves during 
interviews than more self-doubting but 
competent candidates.

To win over interviewers, remember 
that they are usually more impressed 

by actual examples. Don’t talk about how 
you generally go about tackling projects; 
prepare to talk about real examples of 
how you added value.

To prepare relevant examples for 
each interview, look at the specifi c 
job advert. For instance, Jasper was 
preparing to be interviewed for a job that 
required ‘proven experience of leading 
a team’ and ‘the ability to function as 
a change agent’. So we worked on 
crafting examples about how he had 
led a team – hired, coached, motivated 
and disciplined people, for instance. We 
discussed how he had proposed change 
and made it happen.

Interviewers are less interested in why 
a problem or situation arose; they want to 
hear about the actions you took to resolve 

it. And to come across as more dynamic, 
avoid speaking about what happened in 
the passive voice, such as ‘The problem 
was resolved by…’ or ‘The project was 
completed successfully’. 

Remember that it’s you who is 
being interviewed for the job rather 
than your team, so talk about yourself 
in the active, fi rst person: ‘I resolved 
the problem by…’ or ‘I completed the 
project successfully’. Yes, at times it 
may be appropriate to talk about other 
members of the team. But, for the 
most part, focus on your contribution: 
‘I suggested’, ‘I persuaded’, ‘I realised’ 
and so on.

When thinking about relevant 
examples, try to recall the barriers and 
problems that you encountered along 
the way. Don’t do yourself an injustice 
by making long, diffi cult projects 
sound too easy. Take your time to 
explain all the unforeseen obstacles 
that arose and the steps you took to 
surmount them. 

I recommend that job hunters write 
at least bullet points for each example 
of the most notable problems they 
faced and the key actions they took. 
Then it’s a case of rehearsing these 
out loud to ensure that you can bring 
them up fl uently and persuasively. 
If you’ve got the experience to get 
invited to interviews, don’t let a lack 
of preparation get in the way of you 
fi nding a great next job. ■

For more information:

www.talentspace.co.uk

@robyeung

Winning ways

Watch Dr Rob Yeung 
expand on these themes at 
www.bit.ly/ACCA-Yeung1
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Best options for pay
Compliance and risk functions 
are the best-paid roles in 
the non-revenue-generating 
areas of finance, according to 
Robert Walters 2016 global 
salary guide. And New York 
comes top among the world’s 
financial centres, offering 
the highest salaries to risk 
managers and compliance 
officers.

Survey results show that 
individuals working in both 
market and quantitative risk 
in the US can command up 
to $300,000 a year, while their 
London counterparts receive a 
comparatively paltry $125,000 
to $140,000. Nevertheless, 
their pay packets are still 
slightly bigger than those 
of risk modelling managers 
working in Singapore, who 
can earn between $97,000 and 
$139,000.

Internal auditors in the UK 
can expect to receive higher 
remuneration than their 
Hong Kong counterparts. 
London-based auditors attract 
pay packets in the range of 
$101,000 to $130,000. Hong 
Kong-based auditors can only 
expect to receive between 
$77,000 and $116,000.

Figures have been 
converted from the original 
local currency into US$ for ease 
of comparison and are based 
on the salaries of workers who 
have five years’ experience.

EY awards $1m prize 
As the winners of the firm’s 
new global recognition 
programme, ‘Better begins 
with you’, EY professionals 
from Germany, Hong Kong, 
Poland and the US will share 
$1m to invest in the initiatives 
they have been working on. 
The programme recognises 
EY people who have brought 
the firm’s purpose – ‘building a 
better working world’ – to life.

Overall, there were five 
winners in four categories: 
driving exceptional client 
service; developing 
outstanding leaders and 

teams; strengthening our 
communities; and pursuing 
innovation. 

Two teams were 
recognised for exceptional 
client service – one serving 
fast-moving consumer 
goods giant P&G in the US 
and the other Germany’s 
Federal Employment Agency. 
Jonathan Zhao, a member 
of EY’s Asia-Pacific financial 
services practice in Hong 
Kong, was recognised for 
building an Asia-wide actuarial 
and insurance risk team in 
just 10 years. Other category 
winners were the EY Poland 
Employees’ Foundation team, 
which provides assistance 
to the legal guardians of 
foster children, and Melissa 
Edwards from the US, who is 
leading EY’s adoption of the 
digital tool ThinkTank. 

Prompt retirement
The UK financial services 
industry could be facing a 
significant talent shortfall, 
recruiter Randstad Financial & 
Professional has warned. 

A poll of UK finance and 
accounting professionals 
carried out by the consultancy 
reveals that almost half (46%) 
plan to retire once they reach 
the state pension age. This 
is because the majority feel 
under pressure to leave the 
industry, as they are no longer 
valued by their colleagues.

With a large proportion 
of baby boomers reaching 
retirement in the next few 
years, this will leave the sector 
with a dearth of talent.

According to Randstad, 
nearly four in 10 (37%) of 
finance employees and 
accountants claimed that there 
was ‘significant pressure’ on 
older workers to leave the 
workforce at state pension 
age. A further 39% of such 
employees believed that 
senior workers face ‘some 
pressure’ to quit their role once 
they become pensionable. 

Tara Ricks, managing 
director of Randstad Financial 
& Professional, said: ‘If we’re 
to avoid a talent exodus, 
banks and accountancy firms 
are just going to have to go 
that extra mile to ensure their 
most experienced workers are 
feeling loved.’ ■

Career boost

Careers: Talent doctor

Headline for web???:

Folio for app:

The perfect: first day at work

First, some housekeeping – what are you going to wear and how are you going to 
get to your new office? Preparing for both these areas will remove some of the stress 
from your first morning. A call to HR to ask for guidance on the former and a dry run 
during rush hour on the latter will give you a realistic, workable plan for arriving on time 
and appropriately dressed.

Next, give some thought to your likely timetable and interaction. Again, asking HR or 
your future boss for information in advance is okay, even desirable. Expect to take a tour 
and go through an induction, and resolve to try and take in as much as possible. Ask people 
about their roles, introduce yourself, explain what you will be doing and engage. 

First impressions count, of course, so look interested, be positive and ask questions. 
Obviously, you’re likely to be bombarded with information and names, but concentrate on 

learning those of your team first of all. 
And assess your near and medium-
term workload. Find out what you 
will be working on, what’s expected 
immediately, soon and later on. 
Try and get a sense of client and 
customer preferences: targeted 

questions, such as which accounts 
do you spend most of your time 
on, will help give you a sense of 
what your own priorities should be. 

On any first day, there’s a ‘how 
do I get things done around here’ 
factor. Get to know your support staff 

– the IT helpdesk, the secretaries and 
associates. Be friendly and start to 
get them onside.

Above all, remember to 
take a snack or two: getting around 

to your first break might take some time.

For more information:

accacareers.com
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Recipe for success
In the third in our series on the strategic role of finance professionals, Tony Grundy looks at 
the key ingredients needed to turn the finance team into a higher value-added function

services inhouse or to outsource some; how to brand the 
department; and how to define its role in relation to the 
business’s strategy regarding acquisitions, alliances, divestment, 
restructuring and turnaround. It may also be helpful to 
benchmark your new strategy against other leading companies.

Structure

* From many levels, with four or five staff at each level > 
To fewer levels, with at least six reports at each 

* From tasks are all ongoing > To 50% ongoing tasks and 50% 
project work

* From fixed job descriptions > To fluid roles with periodic 
rotations of responsibilities

* From efficiency/accuracy-based measures > To balanced 
scorecard, including customer value

Change to structure is often one of the biggest hurdles to 
managing strategic change in the finance function, as staff 
in finance are often less flexible in mindset so are likely to be 
uncomfortable with significant change. But this nettle may need 
to be grasped.

Systems

* From financial and reporting systems > To also strategic 
planning/control

* From based purely on accounting profit > To also produce 
data on economic value added

* From almost all outputs numerical > To automatically 
producing graphs, charts etc

* From ‘dumb systems’ > To intelligent systems that 
automatically suggest issues

* From requiring a lot of training familiarity > To user-friendly

* From overly complex > To not overly complex yet does the 
job well

This may also require some close work with the IT department. 

You might be familiar with the classic MBA model, 
‘the seven S’s’ (strategy, structure, systems, skills, 
style, shared values and staff), used to analyse the 

environment and investigate if the company is achieving its 
intended objectives.

We can reduce these to five by incorporating ‘shared values’ 
into ‘style’, and ‘staff’ into ‘skills’, in order to simplify the model 
and to highlight the interdependencies of these elements. The 
five are defined as follows:

* Strategy – the direction of finance and how it will add value in 
a competitive way

* Structure – the division of responsibilities and reporting lines, 
and their complexity

* Systems – the financial (and potentially strategic) planning 
and reporting systems and processes, both IT and non-IT

* Skills – technical, commercial, strategic, communication, 
advisory, influencing and other interpersonal skills 

* Style – the behaviour, mindsets, beliefs and underlying values 
of staff.

If we look at each of these in more detail, we can see some of 
the typical shifts that you could consider when planning the 
modernisation of your finance function. We illustrate these shifts 
using the ‘from-to’ convention.

Strategy

* From transaction and reporting focus > To focus on 
improving performance

* From numbers, with some description > To mainly graphs, 
pictures, interpretation

* From existing performance taken as read > To creative 
challenge to highlight options to improve

* From one big report a month > To monthly reporting plus 
many one-off reports 

There might be other elements such as whether to have all 
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Skills

* From analytically orientated > To a balance of analytical, 
interpretative and creative

* From historically orientated > To also able to look forward 
strategically

* From weaker in helping do commercial deals > To enthused 
and capable of getting involved commercially

* From scorekeeping > To decision support and business cases
Training in both hard and soft skills can close most gaps but 
there is often a need to recruit new people with the desired skills 
and style, as well as managing attrition.

Style

* From senior meetings set on ‘soak-up’ > To attendees eager 
to contribute and even lead thinking

* From only comfortable with financials > To comfortable also 
with discussions on broader business issues

* From engages only with the end results > To keen to drill 
down to the root causes 

* From focus on the current/past > To more focused on the 
future and ‘the possible’

* From retreating when challenged > To able to listen but can 
push back when challenged 

Style shifts can be tricky as they are about culture, which can be a 
lot slower to change than, say, structure.

The top 10 
There are 10 key interdependencies within the five Ss that an FD 
should consider aligning. These are:
1 Strategy and skills: what competences does finance need in 

order to deliver its strategy?
2 Strategy and structure: what structure gives the right cost base?
3 Strategy and systems: what systems are required to deliver 

the strategy of the finance function?
4 Strategy and style: what shifts in style are needed, too?
5 Structure and skills: how do these fit together?
6 Structure and style: how consistent are these? For example, 

flat structure for responsiveness
7 Structure and systems: are these well aligned?
8 Systems and style: if we are seeking to be responsive and 

value added, do the systems allow that?
9 Systems and skills: do we have systems good enough to help 

us to really perform a sharp, decision-support role?

10 Skills and style: if we do have the skills, is our mindset holding 
us back from using these to the full?

Inevitably, there will be areas where we are much more in the 
domain of the ‘from’ rather than the ‘to’ and therefore need to 
address those strategic gaps. There are some organisational 
interventions that can actually mobilise change. For example, in 
terms of strategy, consider developing a new vision and brand 
for finance, supported by a review of its strategy and of what 
value-added activities you want to be in, potentially supported 
by some benchmarking against finance teams elsewhere. 
As regards structure, it may be useful to simplify it and even 
remove a layer. When it comes to skills, consider training/
coaching, 360-degree feedback and performance management, 
recruitment and maybe redundancy. As for style, team-building 
workshops can help. And finally, in terms of systems, think about 
reengineering business processes and reviewing IT processes.

All of these interventions need to be properly project-
managed – ideally by allocating them to a specific project 
manager. This would need to be managed at ‘meta-level’ – 
sometimes called ‘programme-level’ – almost certainly by the 
FD. Success will depend to a large degree on the extent to which 
this is communicated, explaining the ‘why’ as well as the ‘how’.

The scale of the change required to modernise finance so that 
it really adds more value to the organisation may seem daunting 
but, with the right processes in place, there is every chance that 
in 18 months a carefully thought-through programme will be 
substantially on its way to delivering value.

An astute FD should ask themselves: is there a really big 
prize? How difficult will it actually be? What support do I have for 
it and from where? Have I truly the stomach for it? ■

Dr Tony Grundy is an independent consultant and trainer, and 
lectures at Henley Business School

For more information:

www.tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd

For strategy case studies, see Tony Grundy’s videos at  
bit.ly/ACCA-Grundy
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Inventing the future
In the first in a series of articles on creating major change, David Parmenter looks at 
some of the leading theories put forward by experts in the field

just been looking at [the issue that concerns you] and I have 
estimated that over the next 10 years we will be spending £Xm 
and £Ym on this if we do nothing. I have been researching a new 
approach – tried and tested elsewhere – which would save much 
of this cost. I just need 15 minutes of your time to explain it.’

I recommend you practise your elevator speech at least 20 
times so that it is focused and lasts no longer than 20 seconds. 

Next you next need to prepare a presentation based around 
the emotional drivers of your audience, aimed at getting 
agreement to the next stage. As Kotter says, you need to create a 
sense of urgency and connect both intellectually and emotionally. 

It’s important to get this presentation right; you will not get a 
second chance. So embrace the guidelines in the article ‘Power 
of the slide’ (see AB, July/August 2014 at bit.ly/ab-jul2014-pres), 
including Guy Kawasaki’s 10/20/30 rule: limit yourself to 10 slides, 
20 minutes and a minimum font size of 30 points.

The objective of the presentation is to get permission to run 
a focus group with a cross-section of the organisation’s oracles to 
obtain their green light. More of that in the next edition of AB. ■

David Parmenter is a writer and presenter on measuring, 
monitoring and managing performance

Finance teams around the world are often keen to 
embrace lean practices, but a fair proportion are wary 
of undertaking them, as many initiatives within finance 

and other teams fail.
In their book The Three Laws of Performance, consultants 

Steve Saffron and Dave Logan provide a compelling explanation 
as to why so many of these initiatives end in failure. In defining the 
first law, ‘How people perform correlates to how situations occur 
to them’, they point out that the organisation’s ‘default future’ 
– which we as individuals just know in our bones will happen – 
will be made to happen. So, in an organisation with a systemic 
problem, the staff will be driven to make initiatives fail so that the 
default future prevails. The key to change is to recreate, in the 
minds of the staff, a new vision of the future – an ‘invented future’. 

In 1996, John Kotter, a change management guru and 
professor at Harvard Business School, published Leading Change, 
in which he put forward an eight-stage process of creating major 
change. In this edition of AB, we will look at stage 1 of Kotter’s 
approach, and incorporate Saffron and Logan’s thinking.

Crack on
Stage 1 is to establish a sense of urgency. The process of 
getting the executive team on board requires a well-prepared 
‘elevator pitch’ and then a masterful sales presentation to obtain 
permission to run a focus group that will assess, validate and 
establish the scope of the proposed initiative (Kotter’s stage two).  

The 20-second elevator pitch is designed to capture the 
attention of the decision-makers (the term is so-called because 
you need to be able to get your point across in the time it takes 
for the decision-maker to reach their floor in an elevator ride, 
as that might be your only opportunity to pitch). It must be well 
rehearsed so that when you ambush the CEO, you are prepared. 
The aim is to be so persuasive that they come back to you in the 
next few days to discuss it further. 

An elevator interaction might go like this: in answer to their 
question ‘How are you?’, you might say ‘I am troubled. I have 

Next steps

1 Attend a ‘train the trainer’ course so you can prepare 
and deliver a compelling sales pitch.

2 Read the AB article ‘Power of the slide’.
3 Email me (parmenter@waymark.co.nz) to receive a 

review of the book, The Three Laws of Performance.

For more information:

www.davidparmenter.com
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All change for accounting for leases
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Watch AB’s videos on the new 
leasing standard >

IFRS 16 arrives
The IASB released the much-awaited IFRS 16, Leases, in January. 
Graham Holt describes the nuts and bolts of the new standard

In January 2016, the 
International Accounting 
Standards Board (IASB) 
released IFRS 16, Leases, 
which supersedes IAS 17, 
Leases. IFRS 16 eliminates 
the classification of leases 
as either operating leases 
or finance leases, and 
introduces a single lessee 
accounting model. The new 
standard requires the lessee 
to recognise lease assets 
and any related financial 
obligation to make future 
lease payments. This applies 
to all leases with a term of 
more than 12 months, unless 
the value is low. 

Leases are measured 
by recognising the present 
value of the lease payments 
including any directly related 
costs. They are either shown 
as lease assets (right-of-
use assets) or included 
within property, plant and 
equipment. Further, in 
the income statement, 
depreciation on lease assets 
should be shown separately 
from interest on lease 
liabilities. In the financial 
statements of lessors, leases 
are still classified as operating 
or finance leases, and are 
accounted for separately. 
The main change for lessors 
is the additional disclosure 
of information on the risks 
relating to its residual interest 
in leased assets.

A lease is defined as part of 
a contract that conveys to the 
customer the right to use an 
asset for a period in exchange 
for consideration. A distinction 
is drawn between a lease and 
a service. Under a leasing 
agreement, the customer 
obtains control of a resource 
that is the right to use an 

asset whereas, in a service 
contract, the supplier retains 
control. Consequently, the 
standard focuses on whether 
a customer controls the use of 
an asset. 

The use of the asset 
is controlled when 
the customer 
has the right to 
substantially all 
of the economic 
benefits and can 
direct the use of the 
asset. Just as with IAS 
17, judgment may be 
required to determine whether 
a contract contains a lease. 
The identification of an asset 
can arise by being explicitly 
or implicitly specified in the 
contract when the asset is 
made available for use.

Where an entity 
previously has a number 
of leases not recognised 
on the balance sheet, there 
may be a significant change 
in the nature of expenses 
related to those leases, as 
the operating lease expense 
will be replaced by the 
depreciation expense for the 
leased asset and the interest 
expense on the lease liability. 
Over the life of the lease, there 
will be a reduction in the lease 
expense because the interest 
expense naturally reduces.

It is possible for a customer 
to obtain economic benefits 
from use of an asset in 
many ways, including the 
sub-letting of the asset. 
Economic benefits include 
the assets output, cashflows 
and any other benefit from 
a commercial transaction as 
a result of using the asset. 
Control of the asset can be 
determined by examining 
such things as whether the 

customer 
has the right to 
make the decisions 
about the purpose for which 
the asset is used or can use 
the asset without the supplier 
having the right to change the 
way that the asset is operated. 

Treatment changes
Under IAS 17, off balance 
sheet leases and services are 
treated in similar ways but 
this will change under IFRS 
16. Thus the decision as to 
whether a contract is a lease 
or a service contract is critical 
because it determines the 
recognition of related assets 
and liabilities. The principle 
is relatively simple in as much 
as a lease exists when the 
customer controls the use of 
the asset and a service exists 
when the supplier controls the 
asset’s use.

On first applying 
IFRS 16, entities 
need not reassess 

existing contracts 
to determine whether the 
contract contains a lease. 
The entity is allowed to apply 
IFRS 16 to contracts that were 
previously identified as leases 
under IAS 17 and not to apply 
IFRS 16 to contracts that were 
not previously accounted for 
under IAS 17. Thus the only 
initial costs that an entity 
should suffer are when it 
chooses to reassess contracts. 

When new contracts are 
entered into, entities will have 
to determine whether they 
contain a lease or whether 
they are service contracts. 
Often, contracts contain 
both a right to use the asset 
and a service agreement. 
Where this is the case, entities 
can separate the contract » 
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into its component elements, 
often with the use of 
judgment. However, IFRS 
16 allows an entity to 
either capitalise only the 
amounts paid for the 
lease or not separate 
lease and service 
elements but account 
for them together as a 
lease. The latter policy 
choice is only likely where 
the contract contains a small 
service element.

Simplifications
Certain measurement 
simplifications have 
been introduced 
by IFRS 16. For 
example, variable 
lease payments 
are excluded from 
the measurement 
of lease assets and 
liabilities, with any such 
costs recognised in profit 
or loss in the period in 
which they are incurred. 
In addition, inflation-
linked payments 
are measured based 
upon current contractual 
payments, and entities are 
not required to forecast future 
inflation. If a lease contains 
clauses that may require 
optional payments, which are 
not reasonably certain, then 
those payments are excluded 
from the measurement of 
lease assets and liabilities.

On first application of IFRS 
16, there is no requirement 
to restate comparative 
information and an entity can 
choose how to measure lease 

assets relating to 
off balance sheet leases either 
as if IFRS 16 had always been 
applied or at an amount based 
on the lease liability. Entities 
will have to choose between 
the costs of prior application 
of the standard as opposed 
to an option that may mean 
a higher value for the leased 

assets. Additionally, 
a lessee may apply 
a single discount rate to a 
portfolio of leases with similar 
characteristics when applying 
IFRS 16 retrospectively.

The impact of IFRS 16 will 
vary. For entities with significant 
off balance sheet leases, IFRS 
16 will result in a reduction in 
reported equity, the degree of 
which is dependent upon the 
significance of leasing to the 
entity, the time remaining on 
the leases and the discount 
rate applied. These entities 
may also find that they have 
a higher operating profit 
because operating lease 
payments are reported as part 
of operating costs whereas 
the implicit interest in lease 
liabilities is now shown as part 
of finance costs. 

There will be no 
change in total cashflows 

but, following from the above, 
there will be a reduction in 
operating cash outflows and 
an increase in financing cash 
outflows. The higher asset and 
liability base will affect ratios 
such as asset turnover and 
gearing, whereas the higher 
operating profit will affect 
ratios such as EBITDA, which 
excludes the interest element 
of the lease liability. However, 
many users of financial 
information already make 
adjustments for the different 
accounting treatment of 
operating and finance leases 
and view the current treatment 
as artificial. 

Entities with material off 
balance sheet leases may 
incur costs in measuring lease 

AB’s leasing videos

Watch AB’s videos on the new leasing standard at 
bit.ly/ACCA-lease

* IASB board member Sue Lloyd on how the IASB arrived 
at the final standard

* CFA UK fellow Jane Fuller on why the standard is good 
for preparers and users of accounts

* ACCA corporate reporting subject matter expert 
Richard Martin on the implications of the standard and 
what companies can do to prepare for implementation.
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assets and liabilities at the 
present value of future lease 
payments due to the need 
to determine a discount rate 
for each recognised lease. 
However, when first applying 
IFRS 16, entities are permitted 
to use the incremental 
borrowing rate for each 
portfolio of similar leases.

In 2015, the European 
Financial Reporting Advisory 
Group (EFRAG) and the 
national standard-setters 
of France, Germany, Italy, 
Lithuania and the UK 
carried out a consultation to 
understand the impact of IFRS 
16 on loan covenants; the 
IASB also participated. The 
results indicated a variation in 
practice, with some lenders 
stating that covenants 
were often tailored for the 
particular client. However, 
most respondents stated 
that their loan agreements 
often included some of the 
following features:

a) automatic renegotiation 
clauses in the case of a 
change in accounting 
principles

b) ‘frozen GAAP’ provisions, 
or

c) adjustments for operating 
lease commitments in 
determining covenants.

The report stated that the 
requirements of IFRS 16 are 
not expected, in isolation, to 
cause a breach in the case of 
covenants using the above 
features. However, a majority 
of respondents stated that they 
would reconsider the terms 
and conditions of covenants 
when IFRS 16 is effective.

The non-lender 
respondents were almost 
all preparers of financial 
statements and they reported 
that their covenants were not 
expected to be impacted 
or would be renegotiated 
if IFRS 16 affects covenant 
ratios. The majority of lender 
respondents stated that 

different financial covenants 
are applied depending on 
the size of the loan and that 
the characteristics of clients, 
including credit quality, 
could affect the nature of the 
covenants. Some indicated 
that terms might not be 
based on accounting data but 
factors such as the structure 
of ownership or changes in 
management. However, all the 
lender respondents stated that 
they use financial covenants 
based on IFRS or local GAAP 
figures. Often agreements 
that include ‘frozen GAAP’ 
provisions are automatically 
renegotiated where 
accounting standards change, 
or are already adjusted for 
operating lease commitments.

The survey indicated that 
IFRS 16 could affect covenants 
if all of the following 
conditions apply:
a) the covenant is based on 

accounting data from the 
financial statements

b) the calculation of covenant 
ratios does not include 
adjustments for operating 
lease commitments

c) the agreement does 
not include ‘frozen 
GAAP’ provisions.

Those financial institutions 
with significant off balance 
sheet leases could find 
that their regulatory capital 
is affected. The nature 
of the impact will be 
determined by the actions 
of prudential regulators. 
The application date of the 
standard is 1 January 2019. 
An entity can apply IFRS 16 
before that date but only 
if it also applies IFRS 15, 
Revenue from Contracts 
with Customers. ■

Graham Holt is a director 
of professional studies at 
the accounting, finance and 
economics department at 
Manchester Metropolitan 
Business School
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Lease release
The long-awaited leasing standard, IFRS 16, was published in January. Stephen Bowen 
gives a practical perspective of the implications for businesses around implementation

The main change in the new 
lease accounting standard 
– IFRS 16, Leases – is that it 
requires entities to account 
for all non-exempt leases (by 
election) as finance leases, 
putting them 
on the entity’s 
balance sheet (the 
requirement mainly 
affects lessee accounting; 
lessor accounting remains 
largely unchanged). The 
International Accounting 
Standards Board’s (IASB) aim 
is to bring greater clarity 
to lease accounting so that 
users of financial statements 
don’t need to estimate the 
impact of ‘off balance sheet’ 
financing. 

With an effective date of 
1 January 2019, the board 
has allowed a three-year 
transition period, during which 
entities will confirm their date 
of initial application of the 
standard, which has to be ‘the 
earliest period presented in 
the financial statements in 
the period that the standard 
is applied for the first time’. 
Early adoption is permitted if 
an organisation also applies 
IFRS 15, Revenue from 

Contracts with Customers, 
at or before the date of 
early application, although 
this is likely to appeal to 
lessors more than 

lessees. However, 
almost all new leases currently 
being negotiated are likely 
to fall within the remit of the 
new standard.

Don’t be blind-sided
The transition period allows 
organisations to develop the 
necessary internal procedures 
before they implement the 
standard. By starting early, 
management will be better 
positioned to manage the 
process and minimise the 
surprises. The rules may seem 
far off, but planning early will 
be important for minimising 
the balance sheet impact; 
even a renewal option on a 
single-lease contract could 
have a sizeable effect on 

shareholder equity. 
Many organisations 
could be blind-
sided in due 
course if they don’t 
start preparing in 
good time.

Here’s what to start 
thinking about:

* Start gaining an 
understanding of the new 

standard; note the 

divergence 
between IFRS and 
US GAAP if this applies 
to you. Entities reporting 
under both IFRS and US 
GAAP might have some 
additional work to do.

* Carry out a strategic 
evaluation of all existing 
leases – that is, assess 
what leases are currently 
in place and how many 
assets are currently on 
lease. You should re-assess 
your current active leases 
and review which will be 
affected. Under certain 
circumstances, a ‘portfolio’ 
approach may be taken 
for leases with similar 
characteristics. All leases 
coming into force after the 
standard’s effective date 
should be accounted for 

The rules may 
seem far off, but 

planning early 
will be important 

for minimising 
the balance 

sheet impact

under the new standard, 
but existing leases that 
currently use IAS 17 and 
extend into the date of 
initial application will 
need special treatment to 
ensure that accurate and 

comparative data 
is collected.

* Analyse each 
lease contract to 

identify the key data 
that will enable them 
to be brought onto 
the balance sheet and, 
where necessary, make 
changes to the income 
statement. Gathering the 
necessary data on these 
lease contracts – such as 
important dates, discount 
rates, asset lives and 
depreciation policies – may 
seem like a daunting and 
expensive task for large 
and global businesses 
with high volumes of 
active leases over a variety 
of assets, in numerous 
locations and with different 
suppliers. It could take 
a great deal of time and 
resource, and will require 
considerable planning.

* For expiring leases, 
consider on a case-by-case 
basis if leasing will still 
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be the most appropriate 
form of financing or if new 
financing facilities should 
be lease-financed. 

* Assess whether or not you 
have the expertise inhouse 
for making the transition 
to the new accounting, 
and whether this and/or 
the ongoing accounting 
should be outsourced to 
organisations that provide 
lease consultancy services 
and software.

* Depending on your 
conclusion to that, you 
should assess whether 
or not you will need new 
bespoke lease software 
to manage the new lease 
transactions; this will 
depend on the level of your 
leases’ complexity.

* Review the integrity of your 
lease processes and data 
to ensure that it satisfies 
future audit review.

* Leveraged entities will have 
to consider the impact on 
gearing ratios and interest 
cover in bringing current 
operating leases onto 
the balance sheet, and 
begin discussions with 
the bank or other finance 
providers to understand 
their views. EBITDA will 
also be affected.

Transition
Entities are required to employ 
a retrospective approach to 
collecting and reporting on 
leases previously accounted 
for as operating leases. 
However, there is an optional 

relief upon transition: entities 
can choose not to revisit 
contracts already deemed not 
to be leases (under IFRIC 4) 
and only transition those non-
exempt contracts. A disclosure 
of the approach taken would 
be required.

There is no 
‘grandfathering’ provision 
thereafter – that is, all non-
exempt (by election) current 
operating leases that continue 
beyond the year of transition 
will require consideration. 
However, there is a further 
exemption (by election) 
for leases whose terms 
end within 12 months or 
less of the date of initial 
application. A lessee 
could apply this short-
term lease exemption 
provided there is no 
purchase option. There is also 
an exemption for ‘low-value’ 
leases (subject to conditions) 

where the underlying asset is 
of low value when new. These 
could include IT equipment 
(tablets and PCs), small 
items of office furniture and 
telephones (but not cars). 

Comparatives
Under the new standard, 
entities that opt for the fully 
retrospective approach will 
need to account for all leases 
– whether they be 
new agreements, 
or existing 
leases where 
the end-of-the-
lease date extends 
beyond the date of 

transitioning to the new 
standard, the IASB offers 
an alternative approach – 
the ‘cumulative catch-up 
method’. Under this approach, 
a lessee is not required to 
restate comparative figures; 
it recognises the cumulative 
effect of applying the new 
standard as an adjustment 
to the opening balance of 
retained earnings (or another 
part of equity) at the date of 
initial application. In addition, 
the lessee measures the lease 
liability at the present value of 
the remaining lease payments, 
discounted using the lessee’s 
incremental borrowing rate at 
the initial date of application. 
A single discount rate can be 
applied to a portfolio of leases 
with similar characteristics. 
There are other elements to 
the modified retrospective 
approach, but it is likely to be 
the less onerous approach 
(and might be less costly). 
However, it could be a more 
complex method and produce 

less detailed data. 

Next steps
The first step is to 
create a project 

team involving as 
many stakeholders 

bespoke software etc. 
Data-gathering and 
contract analyses will take 
considerable time, and an 
understanding of what is 
current and what contracts 
need to be renewed will also 
be required. Discussions 
with finance providers will 
need to take place in order 
to ensure that banking 
covenants are not adversely 
affected. There will also need 
to be effective engagement 
and communication with 
investors and shareholders as 
to the effects of the change 
and what this means for the 
financial statements.

After 10 years as a concept, 
it is now a reality and as 
long as companies start 
planning soon, there should 
be sufficient time to ensure a 
successful transition. ■ 

Stephen Bowen FCCA is lease 
accountant, capital accounting, 
in the Finance Centre of 
Excellence at the BBC

For more information:

See ‘IFRS 16 arrives’ on 
page 49 for technical 

detail about the standard 
and to earn CPD points

Expert reaction

     Watch our videos on the new leasing standard at 
bit.ly/ACCA-lease 

* IASB board member Sue Lloyd on how the IASB arrived 
at the final standard 

* CFA UK fellow Jane Fuller on why the standard is good 
for preparers and users of accounts 

* ACCA corporate reporting subject matter expert 
Richard Martin on the implications of the standard and 
what companies can do to prepare for implementation 

initial application. This 
provides more accurate 
comparative data but 
requires the sourcing of 
historic lease data. This 
may present challenges 
where this data is not held 
or is out of date, and could 
be time-consuming 
and difficult for large 
lease portfolios.

However, to 
help reduce 
the costs of 

as required (for 
example, finance, 
tax and purchasing 
departments) and 
create a transition 
plan. Next, evaluate 

the exemption options 
and which of the two 
transition comparative 
approaches best suits 
your organisation, 
and then how this will 

be implemented: 
in-house expertise 

vs external 
consultants, 
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* Zakat is an Islamic assessment charged on the entity’s net worth

The great Gulf tax shift
After years of discussion, there is now a real likelihood that VAT will be introduced in the 
Gulf. Ian Anderson discusses the implications of this and other tax changes in the region

The Gulf is not a tax-free 
zone. Although corporate 
taxes on profits in the region 
vary in scope and rate, 
businesses across the Gulf 
Cooperation Council (GCC) 
– and foreign businesses in 
particular – have long been 
subject to them.  

Taxes are not uniformly 
and consistently applied, 
with a variety of local reliefs 
and exemption available, 
and different rules for local 
and foreign companies. The 
headline rates for corporate 
tax are summarised in the box 
on this page.

The trend line in the GCC 
(made up of the six Arab 
states of Bahrain, Kuwait, 
Oman, Qatar, Saudi Arabia 
and the UAE) is consistent with 
global tax changes. Headline 
direct tax rates have been 
falling (for example, the top 
tax rate in Kuwait has fallen 
from 55% to 15%) while the 

tax base has been expanding. 
Transfer pricing is one key area 
where tax authorities expect 
to substantially increase 
their tax yield together with 
an increasing number of 
withholding taxes. 

Indirect taxes
Indirect taxes have moved 
in the opposite direction, 
with new taxes and levies 
introduced and rates increased 
for sectors such as hotels, 

property rentals and insurance. 
There is currently no VAT in 
the GCC. However after years 
of discussion, there is now a 
real likelihood that VAT will be 
introduced across the GCC, 
no doubt prompted by falling 
oil prices. A draft framework 
document has been agreed 
by all GCC states setting 
out the basic principles to 
be adopted, and to varying 
degrees GCC tax authorities 
have been drafting regulations 
and training staff. 

Kuwait and Oman 
have already taken steps 
to establish separate VAT 
departments. In the UAE it is 
understood that the draft tax 
laws have been approved by 
local authorities and sent to 
the Ministry of Justice. 

VAT could be introduced 
once any two GCC states are 
ready with their tax laws. The 
joint implementation date 
is likely to be in 2018. A VAT 
rate of between 3% and 5% 
is being considered, but it 
is proposed that healthcare, 
education and some food 
items are exempt. 

Kuwait also plans to include 
local companies in its tax base, 
and the UAE is understood 
to be considering a general 
corporate income tax. 

Paradigm shift
Do these changes represent 
a paradigm shift in the tax 
landscape in the Gulf? One 
definition of paradigm shift 
is ‘a time when the usual and 
accepted way of doing or 
thinking about something 
changes completely’. There 
is no doubt businesses in the 
Gulf will need to undergo 
such a shift in the way they 
manage their tax affairs, with 
tax becoming an unavoidable 
reality of doing business in 
the region.

The UAE, for example, is 
seen by many as the business 
hub of the Gulf, supported 
by free zones, customs-free 
harbour areas and financial 
centres. Tax holidays have 
been granted for up to 50 
years. Businesses in that 
environment simply have not 
had to think about taxation. 
The combination of VAT and 
corporation tax will change 
that scenario radically.

Regional tax planning
It is not uncommon for 
the regional operations of 
both local and international 
companies to be located 
in Dubai (part of the UAE) 
along with financing and 
head office services. Service 
and management charges 
are made across the GCC, 
often with little thought to 
transfer pricing or the quality 
of supporting documentation. 
Tax planning, to the extent it 
can be described as such, is 
seen as a one-way bet. 

With corporate taxes in 
the UAE, the dynamic of 
planning changes. Despite 
various economic cooperation 
agreements there are no tax 
treaties between countries 

Country

Bahrain
Kuwait
Oman
Qatar
Saudi Arabia
The UAE

Foreign company

None
15%
12%
10%
20%
None

Local company

None
None
12%
None
Zakat (2.5%)*
None

Corporate tax rates in the Gulf states
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in the GCC. Companies 
therefore risk moving from 
no taxation at all to potential 
double taxation. While it is 
not certain whether the UAE 
will introduce a corporation 
tax, or even apply it to local 
companies, the planned VAT 
will also challenge existing 
business arrangements.

The outsourcing of back-
office services, particularly 
in the financial services 
industry, is common in the 
Gulf, and budget pressures 
will encourage businesses to 
continue to look more closely 
at that. It is possible that 
financial service businesses 
may be exempted from VAT, 
although it does not appear 
as if agreement has yet been 
reached on this point. A bank 
with an outsourced call centre 
or administration centre could 
find its cost benefits quickly 
eroded with irrecoverable VAT 
on the charges. The position 
is exacerbated by the regional 
crossborder support services 
in place. 

Planning for change
In planning for change, 
businesses need certainty. 
Unfortunately, this is not 
what they currently have, and 
the uncertainty will affect 
business and investment 
decisions. Hopefully there will 
be sufficient lead time with all 
new taxes to review existing 
arrangements, but even then 
there is likely to be a lack of 
certainty around how any new 
regulations will be interpreted. 

With the notable exception 
of the Qatar Financial Centre 
(which published its inhouse 
tax guidance manual online) 
there is little publicly available 
information on how tax 
authorities interpret their 
own law, and no indication 
that this is about to change. 
Even the results of tax tribunal 
appeals are rarely published, 
risking a lack of consistency 
in approach to taxpayers. In 
areas such as the UAE there 
is no history of managing and 

running tax appeals. It is to be 
hoped that the draft VAT laws 
will be published far enough 
in advance of implementation 
to allow businesses sufficient 
time to prepare.

Education and resourcing 
in the tax authorities will 
be key. Introducing new 
taxes is not an easy process 
to manage. There are also 
particular risks associated with 
VAT. Subject to the format 
adopted, an efficient refund 
system will be required, which 
immediately exposes the 
tax authorities to the risk of 
serious and substantial fraud. If 
experienced tax authorities in 
Europe can lose billions of tax 
a year in fraud, then the risk in 
the GCC is obvious. 

Tax authorities in the 
region will also now have a 
wealth of extra information 

about the level and detail of 
business being undertaken, 
and the cross-referencing of 
information between VAT and 
corporation tax returns should 
be expected. 

Businesses will have to 
upgrade their processes and 
systems as many accounting 
systems cannot handle VAT. 
Every transaction for VAT must 
be properly recorded and 
available for audit in a way 
not previously required. This 

in itself is not a bad thing if it 
improves the overall standard 
of recording and reporting in 
the region. 

Conclusion
The global tax environment is 
changing and the Gulf is not 
immune from that. It is certain 
that additional taxes are 
coming, although the exact 
form of those taxes remains 
less certain. There is an 
opportunity for accountants, 
both inhouse and in practice, 
to guide businesses through 
the minefield of tax reform. If 
it can be used as an excuse 
to get that extra resource, or 
upgraded accounting system, 
then so much the better. ■

Ian Anderson is senior 
consultant for Pinsent Masons, 
Doha and Dubai

▲ VAT comes to UAE
Formerly tax-free, shops in the 
Dubai Mall will have to add 
VAT to their prices in future

◄ Sweetener
Food items may be exempted 
when VAT is introduced, 
probably in 2018 and at a rate 
of between 3% and 5% 
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The miner’s friend
In the mining sector, the internal audit function has become a trusted adviser for 
business improvement as well as assurance provider, says Kashif Farooq FCCA

Mining is a complex 
industry that has to 
meet the challenges of 
a continuously changing 
business environment mainly 
impacted by economic 
drivers. Pressures include 
reduced commodity 
prices, increased 
extractive, operational 
and construction costs, 
and ever changing 
regulatory and compliance 
requirements. They all 
affect the ability of mining 
companies to extract mineral 
resources at commercially 
viable prices. 

This is particularly relevant 
at times of economic difficulty 
and business uncertainty. It 
is just then that it becomes 
critical for the mining industry 
to be able to manage its 
costs effectively and to think 
strategically about utilising 
its existing resources to 
navigate the challenges 
that result from rising cost 
pressures. Fortunately, mining 
companies have managed 
to find a trusted partner in 
internal audit, which is seen 
as an increasingly valuable 
contributor to meeting 
business objectives.  

Strategic role
Historically, the role of internal 
audit in the mining industry 
has been no different to 
that in any other sector – to 
independently review and 
assess the adequacy of the 
systems of internal controls. 
But with the recent evolution 
in audit, the internal audit 
function has taken on a more 
strategic role. It now acts as 
a trusted adviser as well as 
assurance provider in many 
mining companies. 

This is a positive 
development that has not 
gone unnoticed. Internal audit 
has become a trusted voice 
at the strategic level of the 
business because it possesses 
a rare combination of crucial 
skills. Those skills range 
from expertise in accounting 
and finance, to an ability 
to understand the mining 
business, as well as knowledge 

of issues related 
to new and 
existing regulatory 
requirements (for 
example, mineral 
tenure, land reclamation, 
first nations treaties, licences 
and permits). 

The internal audit function 
is multiskilled and has the 
potential and the ability to 
support mining companies 

throughout the 
entire mining 
lifecycle. This starts 
with exploration 
and goes all the 
way through to 
mine closure. The 
rest of this article 
will highlight areas 
where internal 
audit can act as 
both an ongoing 
assurance provider 
and a trusted 
adviser to the 
mining industry. 

Internal audit 
has become a 
trusted voice 

at the strategic 
level because it 

possesses a rare 
combination of 

crucial skills

Feasibility 
The feasibility stage of a 
mining project consists of 
carrying out an appropriate 
level of testing and analysis 
to help make an informed 
decision on whether a project 
should move forward to 
the final engineering and 
construction stage. Though 
performing a feasibility study 
is highly technical in nature 
and undertaken by subject 
matter experts, mining 
companies are increasingly 
turning to their internal 
audit functions to provide 
assurance that the inputs 
used in the feasibility report 
are consistent and accurately 
reported according to industry 
standards and best practice. 

This is a critical role as 
it is the information in the 
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feasibility study that becomes 
the basis for making future 
business decisions about a 
particular resource.

Constructing a mine
If the results of the feasibility 
study are positive and the 
evaluation and assessment 
of mineral deposits yield 
positive results, then mining 
companies may decide to 
construct a mine. A capital 
project such as this requires 
huge capital commitments 
and resources, both internal 
and external, which bring a 
whole new set of challenges 
for a mining company. 

During the construction 
phase, mining companies 
generally hire engineering, 
procurement and construction 
management contractors, 
along with a project team to 
manage all engineering and 
construction activities. This 
is a complex process that, 
because of the sheer number 
of activities involved, requires 
proper oversight to ensure the 
project comes in on time and 
on budget. 

Internal audit plays an 
important oversight role 
during the construction phase 
to ensure that cost overruns 
are minimal and that the 
project team, contractors and 
subcontractors all adhere to 
the controls and procedures 
defined. Typically, internal 
audit will get involved in the 
review of areas related to the 
selection of suppliers (requests 
for proposals, requests for 
quotes, tendering, and the 
bidding process), earned 
value management, change 
order management, progress 
payment and billing. 

Commercial production
Once mine construction is 
complete and commercial 
production commences, 
companies are faced with 
issues related to day-to-day 
mine operations, which can 
be complex and technical in 
nature. Mining operations 

encompass core business 
areas related to the extraction, 
processing and selling of ore 
(mining, milling and refining) 
as well as support processes 
covering areas related to 
environment, health and 
safety, asset management, HR, 
treasury and finance. 

Mining companies are 
using internal audit functions 
both as consultants and 
assurance providers to 
perform risk-based value 
audits covering finance, 
operations and compliance. 

The financial reviews 
generally encompass the 
review of internal controls 
over financial reporting, 
inventory, financial 
models, treasury risk, cash 
management procedures and 
financial policies. 

On the operations side, 
internal audit can perform 
reviews covering end-to-end 
production (the measurement 
of stockpiles and plant 
input, the measurement 
and reporting of mineral 
grades, the calibration of 
key weightometers, etc), 
maintenance planning, mine 
planning and forecasting, 
logistics, contracts 
management, environment, 
and health and safety. 

The audit function provides 
management support for 
compliance with statutory 
requirements by undertaking 
reviews. Examples include 
review of compliance with the 
US Dodd-Frank and Foreign 
Corrupt Practices Act and the 
UK’s anti-bribery act.

Mine closure
Mine closure is a critical 
component of the 
mining lifecycle. A 
mine’s operational 
life is considered to 
have ended either when 
the ore body is depleted 
or for other reasons (such 
as economic non-viability). 
It brings a different set 
of challenges for mining 
companies. To ensure they 

leave behind a positive socio-
economic footprint, mining 
companies aim at a proper 
restoration of the mining site, 
environment rehabilitation 
and post-decommissioning 
reconstruction. 

Internal audit undertakes 
reviews related to mine closure 
to ensure that the closure 
plan is followed properly and 
that smooth closure has taken 
place. The reviews generally 
performed include assessing 
the procedures related to 
dismantling infrastructure, 
the sale of equipment and 
recording maintenance. In 
addition, from the financial 
perspective, internal audit 
periodically reviews asset 
retirement obligations during 
the life of a mine to ensure 
that the liability related to 
asset retirement and mine 
closure is consistent and 
accurately recorded. 

Acquisitions and mergers
Internal audit also partners 
with the business in acquisition 
and mergers activity where 
the function performs due 

diligence to identify any 
pre-acquisition issues or 
concerns. In the post-merger 
or acquisition process, internal 
audit helps with integrating 
businesses by identifying 
opportunities for standardising 
processes and procedures 

In short, the role and 
relevance of the internal 
audit function in the mining 
world continue to grow. 
The function has become 
a valuable ally in driving 
business improvements. The 
future of this partnership looks 
bright, although the onus to 
strengthen this partnership 
and obtain a permanent 
voice on the board and audit 
committee level lies with the 
internal audit function itself. 
The audit department needs 
to ensure it is equipped with 
the right skillset to meet 
the challenges faced by the 
mining industry as well as keep 
itself abreast with the ever 
changing mining world. ■

Kashif Farooq FCCA is 
director, internal audit, at 
New Gold, Toronto, Canada
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Technical update
A monthly roundup of the latest developments in financial reporting, audit, taxation and 
legislation from the IASB, IFAC, the European Union, the OECD and elsewhere

European Union 

Belgian tax break 
blocked
The European Commission 
has effectively declared 
illegal under the European 
Union (EU) a tax break for 
multinationals operating 
in Belgium that enabled 
them to discount profits on 
their Belgian tax returns. 
This ‘excess profit’ tax 
ruling system assumed 
that Belgian wings of 
multinationals made extra 
profits in Belgium by 
benefiting from economies 
of scale generated by 
activities in other countries. 
These assumed ‘excess’ 
profits were discounted from 
their Belgian tax returns, 
reducing their tax liability 
by between 50% and 90% in 
some cases. The commission 
has now dubbed this an 
unfair tax break for Belgian 
wings of multinationals 
that was an illegal subsidy, 
breaking EU state aid rules 
preventing governments 
giving local businesses 
unfair advantages. Now 
the commission wants 
€700m in unpaid tax 
received from at least 35 
Belgium-based companies 
or subsidiaries. ‘The 
result is double non-
taxation, as this “excess 
profit” is actual recorded 
profit, which ends up 
not taxed anywhere,’ 
said a commission note. 
More at bit.ly/ec-comp.

 
Country-by-country 
reporting considered
The European Commission 
has said it is assessing 
the idea of imposing 

multinational company 
country-by-country reporting 
within the European Union 
(EU) of profits made, taxes 
paid and subsidies received 
– with formal proposals 
to follow this spring. EU 
economic and financial 
affairs, taxation and customs 
commissioner Pierre 
Moscovici told a European 
parliament hearing that 
the proposal would not cause 
negative competition effects 
for EU-based companies. 
More at bit.ly/europe_tax2.

 
Righting a wrong
The European Parliament 
has proposed a novel reform 
to European Union (EU) 
state aid rules preventing 
member states from giving 
their companies unfair 
help in the border-free EU 
market. Currently, when 
the European Commission 
decides a government 
has given a local company 
an unfair tax break, 
Brussels orders unpaid 
taxes be repaid to that 
country. The parliament 
wants this money paid 
to other countries losing 
tax revenue because 
their companies 
suffered from unfair 
foreign subsidies. See bit.ly/
Brussels_tax.
 
Port tax exemptions 
should go
The Netherlands government 
has been told it should 
scrap corporate tax 
exemptions for six publicly 
owned Dutch seaports 
(Groningen Seaports, 
Havenbedrijf Amsterdam, 
Havenbedrijf Rotterdam, 
Havenschap Moerdijk, 

Port of Den Helder and 
Zeeland Seaports) or face 
European Court of Justice 
(ECJ) legal action by the 
European Commission. 
The commission argues 
that the tax breaks are 
unfair and break EU 
competition law. More at  
bit.ly/ec-neth.

Reverse charge VAT
The European Union 
(EU) Council of Ministers 
has asked the European 
Commission to consider 
expanding EU member 
states’ rights to use reverse 
charge mechanisms for 
collecting VAT in a tax 
policy paper due out this 
month. Ministers asked the 
commission to assess the pros 
and cons of the system. More 
at bit.ly/rev-ch.

OECD

BEPS information 
swapping agreement
Ministers and senior tax 
officials from more than 
30 countries, including 
the UK, Germany, France, 
Australia, Nigeria, South 
Africa and Ireland, signed 
a Multilateral Competent 
Authority Agreement (MCAA) 
aiding automatic country-
by-country tax reporting 
called for by the OECD and 
G20 group’s Base Erosion 
and Profit Shifting project. 
An OECD note said this 
would aid consistent and 
swift implementation of 
new global transfer pricing 
reporting standards. More at 
bit.ly/beps-mcaa. ■

Keith Nuthall, journalist

Online gambling VAT guidance issued

The European Commission has released guidance 
approved in 2015 by the European Union (EU) VAT 
Committee, representing member states, about levying 
VAT on online gambling undertaken in the EU. It includes 
advice that where players compete for prizes, the 
operator’s tax liability includes fees paid by gamblers and 
not their stakes. More on page 195 of bit.ly/vat-comm.
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Investing in yourself
The illustrious MBA is a qualifi cation pursued by thousands of 
aspiring professionals every year, and it’s easy to see why

The Graduate Management 
Admission Council 
(GMAC), the not-for-profi t 
organisation of leading 
graduate management 
schools around the world, 
issues regular research 
reports on how graduates 
from business schools rate 
their experience during 
and after school, and its 
2015 Alumni Perspectives 
Survey Report makes for 
encouraging reading. 

More than four in fi ve 
alumni say their graduate 
management education has 
contributed to improvements 
in their competitiveness, 
proactiveness, innovativeness 
and creativity; 84% report 
an improvement in job 
satisfaction; 85% say the 
qualifi cation offered them 
opportunities for quicker 
career progression; and 91% 
that it prepared them for 
leadership positions.

The even-better news 
is that, apart from the 
occasional piece of negative 
press over the usefulness 
of paying (a lot) to get an 
MBA, there is overwhelming 
evidence that the cost is 
worth the benefi t. 

The Financial Times’ 
Global MBA Ranking 2016 
found that MBA graduates 
from the class of 2012 have an 
average salary of US$135,000 
three years after graduation, 
and sometimes a great deal 
more. For example, three 
years after leaving, graduates 
of Harvard Business School 
earn up to US$172,500 a 
year, while INSEAD’s class 
of 2012 have an average 
salary of about US$167,000, 
nearly double (up 96%) their 
pre-MBA remuneration. 

Impressive though these 
fi gures are, they need to be 
looked at in the context of the 
often eye-watering amounts 
forked out to take an MBA 
in the fi rst place.

Candidates who 
choose Haas Business 
School at the University 
of California at Berkeley, 
have to stump up 
US$57,660 per academic 
year, and it’s a two-
year full-time MBA 
programme. But 
94% of Haas’s » 

INSEAD’s class 
of 2012 have an 

average salary of 
US$167,000, nearly 

double their 
pre-MBA pay
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graduates find employment 
three months after leaving 
the school and report a 93% 
increase in their salaries three 
years down the line.

London Business School’s 
full-time MBA claims to be 

one of the most flexible in 
the world, allowing students 
to diversify their learning 
according to career interests. 
Costing £70,800 (US$100,970) 
from August 2016 for the 
entire programme, graduates 
report a 100% increase in salary 
three years after the course, 
according to the FT ranking.

And NUS Business School 
at the National University of 
Singapore charges S$62,000  
for its 17-month course.

But of course it isn’t just 
the tuition costs that you need 
to consider. Accommodation, 
books, laptops, overseas travel 
and other costs can add a 
significant amount to the total.

There are much cheaper 
options, but if you study at a 
lower-ranked – or worse, non-
accredited – business school 
the benefits start to wane.

Alternative routes
Part-time MBAs, which are 
becoming increasingly popular, 
allow students to keep their 
jobs, although they typically 
take three or more years to 
complete. Large corporations 
will sometimes assume the 
whole or partial cost of an 
MBA programme (assuming 
you get satisfactory grades). 

Online and distance 
learning is another, cheaper, 
possibility, although it’s worth 
taking a serious look at the 
credence employers give to 
online MBA programmes, 
especially from unaccredited 

institutions. 
But the online 
approach is being 
increasingly 
embraced by the 
most respected 
schools, and the 
cost difference is 
noticeable. For 
example, Durham 
Business School 
in the UK offers 
an online MBA for 
£19,000. Nearly 
86% of students 
completing 
an MBA are 

employed within three 
months of graduation, and 
the average salary three years 
after graduation is £68,600 
(US$98,000).

The Association of 
MBAs (AMBA), based in the 
UK, accredits 234 schools 
or programmes around 
the world. While this only 
represents 2% of the world’s 
business schools, the 
association guarantees that 
their accredited schools boast 
the ‘highest quality faculty – 
internationally diverse with 
a good balance between 
academics and practitioners’. 

Sandra Rapacioli, director 
of research at AMBA, says 
statistics around cost benefit 
analysis from its latest 
report prove that having an 
MBA is worthwhile and can 
supercharge your career. 

‘Having an MBA can 
definitely boost your career 
progression,’ she says. ‘Sixty-
one per cent of the MBA 
graduates we surveyed are 
currently senior managers 
or above, compared to 18% 
pre-MBA, while 9% are CEO/
president – compared to 
1% pre-MBA. There has also 
been a steady increase in 
the number of CEOs with an 

MBA. In 2010, 7% of CEOs 
had an MBA. In 2014 this 
increased to 9.2%.’

MBA graduates from 
business schools with 
an AMBA accreditation 
received an average salary 
of US$159,080 in 2014, up 
by US$24,600 from 2012, or 
18%. In addition, 63% of MBA 
graduates received some 
sort of bonus or commission. 
The average bonus was 
US$156,164. 

There were also some 
interesting figures about 
geographical differences in the 
potential return on investment 
(ROI) that MBA graduates 
achieve globally, suggesting 
that the qualification garners 
greater importance in different 
parts of the world. ‘The 
highest mean salaries for 
MBA graduates are in South 
Korea (US$505,120), China 
(US$416,560) and Greece 
(US$268,960). ‘In terms of 
bonus or variable payouts, 
MBA graduates in the UAE 
received the highest mean 
earnings (of US$344,400), 
followed by Russian MBA 
grads (US$203,360), then 
Canada (US$165,640) and 
the US (US$149,240). The UK 
ranked ninth (US$114,800). 

‘Although it’s difficult to 
quantify, anecdotally there are 
some regions – Finland and 
Latin America, for example – 
where the cultural tendency 
is towards part-time MBAs, 
funded by an organisation 
to develop staff internally, 
as opposed to individuals 
looking to develop themselves 
to move on or change career 
or sector.’

But no matter where 
you are studying, the evidence 
suggests that the qualification 
will bring both financial 

and professional rewards. 
‘It’s difficult to say how 

long it will take you to achieve 
an ROI, as there are many 
variables,’ says Rapacioli. ‘But 
you can surmise that even if an 
MBA costs up to US$142,126 
(including fees and loss of 
earnings), then taking into 
account increased salary, 
bonus and ‘golden hello’ 
bonuses, this return can be 
relatively quick.’

 
All things are not equal
A word of warning though, 
because, as with other areas 
of business life, there is 
unfortunately an inequality in 
the returns MBA graduates 
will enjoy, depending on their 
gender. The FT’s Global MBA 
Ranking 2016 survey found 
that before their MBAs, about 
80% of both male and female 
alumni who responded were 
‘professionals’, one of the 
lower categories of seniority; 
three years after graduation, 
40% of the women described 
themselves as professionals, 
compared with 30% of men.

The percentage of male 
and female graduates at 
department head or senior 
manager level is roughly 
equal, at about 42%, but 
women are under-represented 
in the higher levels of seniority, 
director/partner and chief 
executive/board member.

And alarmingly, the 
average pay gap between 
men and women actually 
increases from 14% before an 
MBA to 19% three years after 
graduation (or from US$9,000 
to US$22,000). So while the 
MBA will help boost earnings, 
it won’t magically bring pay 
parity. ■

Beth Holmes, journalist 

For more information:

Download the GMAC Alumni Perspectives 2015 Survey 
Report at bit.ly/gmac-al-pers-surv-2015

Read the FT’s Global MBA Ranking 2016 at  
bit.ly/ft-2016-mba-rank

There are much 
cheaper options, 

but if you study at 
a lower-ranked – 

or non-accredited 
– business school 
the benefits start 

to wane
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Council elections
The nomination process for the 2016 ACCA Council elections is now open. Members are 
invited to put themselves forward as candidates by 15 June

Nominations are now invited 
for any ACCA members 
wishing to stand for election 
to Council at the 2016 AGM.

Council is the governing 
body of ACCA and, as such, 
has a pivotal role in ACCA 
affairs. It has a wide-ranging 
remit that includes:

* ensuring that ACCA 
operates in the public 
interest and delivers the 
objectives stated in its 
Royal Charter

* setting the overall direction 
of ACCA through regular 
approval of ACCA strategy

* ensuring that governance 
structures are aligned to the 
effective delivery of strategy

* engaging with ACCA 
members to explain and 
promote ACCA’s strategic 
direction

* acting on behalf of all 
members – and on behalf 
of future generations of 
members (today’s students)

* providing an objective 
environment for the 
executive team to explore 
new ideas or challenges.

Council and the executive 
team collaborate to devise 
ACCA’s strategy, which is then 
approved by Council. Delivery 
of strategy is the responsibility 
of the executive team, with 
governance of the process and 
performance management 
provided by Council.

Whatever their 
geographical or sectoral 
bases, Council members 
do not represent particular 
areas or particular functions. 
They are elected by the 
membership as a whole.

Candidates come from all 
parts of the world, from every 
sector of the profession, and 
represent a wide range of 

senior positions. Long-term 
or technical experience is 
valuable, but so is proven 
ability to actively participate 
in strategic decision-making.  
Council experience as such 
is not necessary; however, 
an understanding of good 
governance is essential, and 
personal and professional 
integrity must be of the 
highest standard.

Specifically, ACCA expects 
members to bring the following 
skills and attributes to Council:

* an ability to take a strategic 
and analytical approach to 
issues and to see ‘the big 
picture’

* an understanding of the 
business and marketplace

* communication and 
networking skills

* an ability to interact with 
peers and respect the views 
of others

* decision-making abilities

* an ability to act in an 
ambassadorial role in many 
different environments

* planning and time 
management

* a willingness to learn and 
develop.

Anyone wishing to stand for 
election must be nominated 
by at least 10 other members 
in good standing. Candidates 
should supply a head and 
shoulders photograph and an 
election statement of up to 
500 words. Candidates are also 
required to sign declarations 

of their willingness to comply 
with, and be bound by, the 
code of practice for Council 
members.

This year, candidates will 
again have the opportunity to 
produce a video in support 
of their election statements. 
The videos will be posted on 
a dedicated section of the 
ACCA website, together with 
the written statements and 
photographs.

The closing date for 
submission of nominations 
to the secretary is 15 June 
2016. ■

For more information:

To find out more about Council service and the election 
process, including guidance on the production of election 
videos and rules regarding use of social media during the 
elections, go to accaglobal.com/our-governance or email 
secretariat@accaglobal.com quoting ‘Council elections’ in 

the subject line
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Rebuilding Rwanda
ACCA is partnering ICPAR in developing the accountancy profession in Rwanda through 
a twinning model that majors on partnership, mentoring and skills transfer

The function of accountancy 
in society is not a subject that 
accountants examine very 
often from a philosophical 
standpoint or in much depth 
after they qualify. Once 
students have earned their 
qualification, they are much 
more focused – quite rightly 
– on the practical application 
of the principles and practice 
they have learnt, and which 
demands immediate action 
and results.

But when a country 
consciously sets about 
rebuilding itself after suffering a 
major reverse, as has been the 
case for Rwanda over the past 
two decades, accountancy’s 
purpose in society becomes 
a practical problem that 
demands urgent attention. 

Rwanda is determined to 
lead the way in sub-Saharan 
Africa in creating an enabling 
environment for investment. 
To do that, it has set out to 
build a strong accountancy 
profession in the country.

Emerging from the 1994 
genocide has required this 
small country in central Africa 
to reinvent itself entirely. 
Starting from scratch, Rwanda 
immediately set up community 

courts for reconciliation and 
rebuilding trust between 
people. It moved quickly to 
develop further strategies 
and policies, enact laws, bring 
peace and develop the country 
in myriad innovative ways. 

During the past decade 
Rwanda’s economic growth 
has averaged around 7% 
per year, maternal and child 
mortality and child mortality 
has fallen by more than 60%, 
the number of people living 
in poverty has dropped from 
44.9% in 2011 to 39.1% in 
2014, and near universal health 
insurance has been achieved. 
The country is also one of the 
least corrupt in Africa. It is 
generally agreed that a strong 
accountancy profession is 
needed to support continued 
achievement of developmental 
goals. 

Firm foundations
Rwanda’s accountancy 
profession has a big role to 
play in developing a strong 
accounting and financial 
management and reporting 
ecosystem in public and 
private sector organisations 
in the country to international 
standards. To lay firm 

foundations and 
deliver on this 
mandate, the 
Institute of Certified 
Public Accountants 
in Rwanda (ICPAR) 
asked a number 
of international 
bodies to offer 
their support 
and experience 
in building up 
the Rwandan 
organisation’s 
ability to lead 
the profession 

effectively.
A landmark agreement 

between the International 
Federation of Accountants 
(IFAC) and ACCA signed 
in January is a result of 
two years of negotiations 
between various international 
bodies, ICPAR and IFAC, 
and the support of the UK’s 
Department for International 
Development (DFID).

Emerging from the 
1994 genocide has 

required this small 
country in central 
Africa to reinvent 

itself entirely

DFID’s goal is to end 
extreme poverty and it 
considers the development of 
the accountancy profession 
in emerging countries an 
important element. IFAC is 
working with DFID to develop 
the profession in emerging 
countries. With support 
from DFID, IFAC will help 10 
countries over the next seven 
years to build up the capacity 

Meet the team 

The team of experts from ACCA who will advise ICPAR is 
led by Andrew Steele, who takes overall responsibility as 
central project director. He is an expert in development 
and capacity building within the accountancy profession, 
and is ACCA’s marketing director – partnerships and 
recognition.

Catherine Edwards will be project leader for 
developing the effective professional qualification 
examination system component. She will also take quality 
assurance oversight over staff and consultants for all 
the education elements of this engagement. Edwards is 
ACCA’s director of qualifications.

Colin Clive will fulfil the ICT system lead role. He is 
ACCA’s head of transformation delivery, having previously 
been head of IT systems development.

George Njari, ACCA’s head of education and 
development in East Africa, will take on all aspects of 
relationship management and liaison for the engagement. 
Njari is an education specialist with experience in 
managing relationships with professional accountancy 
organisations as well as extensive experience in 
accountancy education development.

Jamil Ampomah, ACCA’s director for sub-Saharan 
Africa, takes on regional project oversight and leads 
in-country liaison. Ampomah has experience of working 
in partnership with governments, legislators, regulators, 
collaborators and business as well as finance stakeholders. 
He will oversee project quality assurance with a specific 
focus on the effectiveness of outputs for Rwanda’s needs.

Other team members include Jonathan Mbewe 
(relationship management/liaison), Linda Calder (CPD 
process reviewer), Mahalah Groves (project coordinator), 
Ros Leah (ICPAR CPD lead), Claire Minchington (education 
expert), Jasmine Lassen (project support), Mike Walsh 
(development support) and Nick Weller (project support).
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of professional accountancy 
organisations (PAOs) such 
as ICPAR. These efforts are 
part of the memorandum of 
understanding to strengthen 
accountancy and improve 
collaboration (Mosaic) 
signed by IFAC and 12 donor 
organisations. 

ICPAR’s perspective
From the start ICPAR has 
been interested in a ‘twinning 
arrangement’ with a strong 
national PAO that builds 
trust and goes beyond the 
normal consultant/client 
engagement, quickly growing 
into a long-term mentoring 
relationship. ICPAR is keen 
that staff in both organisations 
provide active input and have 
direct interaction that results 
in a transfer of knowledge 
and skills. The goal is for 
ICPAR to develop its own 
inhouse expertise quickly as 
it transforms into a viable and 
sustainable PAO.

ACCA will therefore begin 
by helping ICPAR to develop 
an insightful and realistic 
national strategic plan that 

takes advantage of its own 
experience in Rwanda as well 
as ACCA’s wide experience 
in both the developed and 
developing world. This plan 
will focus on the sustainable 
development of ICPAR, setting 
goals and addressing its legal 
mandate. It will include a 
resource mobilisation strategy 
so that ICPAR achieves 
financial sustainability. It 
will also incorporate plans 
for an information and 
communications technology 
strategy and system. The 
strategic plan will be supported 
by a detailed implementation 
plan; a programme coordinator 
will be identified and provided 
by ACCA to work full time in 
ICPAR’s offices until the end of 
March 2017. 

ACCA will also consider 
the syllabus, curriculum 
and the training and 
study materials offered 
by ICPAR, benchmarking 
them against international 
standards, recommending 
improvements, and assisting in 
the development of different 
specialisations including tax, 

audit and local government, 
as well as creating pathways to 
other professional accounting 
bodies. ACCA will also help 
ICPAR to strengthen its 
professional examination 
process to ensure it is in 
accordance with best practice 
and international standards.
Finally, ACCA will review and 
develop recommendations to 
enhance ICPAR’s continuing 
professional development 
(CPD) programme to reach 
international standards and 
give members access to high-
quality CPD that helps them 
remain effective and current in 
the global environment.

The engagement is a 
welcome opportunity for 
ACCA to provide support 
to a national PAO in East 
Africa. This engagement 
will help ACCA transcend 
the perception it sometimes 
faces of being a competing 
qualification by becoming a 

partner for capacity building 
with ICPAR.

The challenges of 
transforming Rwanda’s 
accountancy profession 
include poor pass rates, 
inadequately skilled people 
and poor-quality teaching 
materials and examinations. If 
the ICPAR/ACCA partnership 
overcomes these challenges, 
it will help bridge the skills 
gap in the public and private 
sectors and transform Rwanda 
into a regional leader in 
attracting international 
investment and achieving 
excellence in economic and 
social development.

Hopefully this will in turn 
lead to more partnership 
opportunities for ACCA to 
help other national PAOs in 
Africa, too. ■

Alnoor Amlani FCCA, 
independent consultant based 
in East Africa

For more information:

More on the memorandum of understanding to strengthen 
accountancy and improve collaboration at ifac.org/mosaic

▼ Field of teams
IFAC has chosen ACCA 
for its Mosaic project 
with Rwanda’s ICPAR
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Economic slowdown bites
The biggest fear facing global businesses is falling income, according to the latest survey 
by ACCA and IMA. Plus debating VAT in Dubai and embracing digital change

Falling income is the 
biggest concern for global 
businesses, according to 
the latest ACCA and IMA 
(Institute of Management 
Accountants) Global 
Economic Conditions Survey. 
Nearly half of businesses 
(46%) reported a decline 
in earnings in the fourth 
quarter of 2015.

The survey of more than 
2,500 fi nance professionals 
and over 200 CFOs around 
the world also shows that 
business confi dence has hit 
rock bottom, with 44% of 
respondents less confi dent 
than three months earlier. 

Businesses not only 
reported a fall in income, 
but also more diffi culty in 
accessing fi nance, with half 
cutting their workforce or 
putting a recruitment freeze 
in place and 40% saying they 
had cut back investment plans 
since the third quarter of 2015.

Confi dence remained 
especially weak in emerging 
economies. China’s slowdown 
is affecting confi dence 
around the rest of the 
world and is contributing to 
serious problems in other 
major emerging economies, 
especially those that rely on 
commodity exports, such as 
Brazil and Russia. 

As the price of oil continues 
to tumble, the producers that 
were relatively well prepared 
for a drop in energy prices, 
such as Saudi Arabia and the 
UAE, are now facing weaker 
growth as governments turn 
their attention to repairing 
their fi nances. Over 60% of 
respondents in the region 
reported they had cut back on 
investment and employment.

Businesses in OECD 

economies are more upbeat. 
Most advanced economies are 
net importers of energy, and so 
have benefi ted from declines 
in oil prices. The US economy 
continues to perform relatively 
well, but business confi dence 
was undermined last quarter 
by the strength of the US dollar 
and the prospect of a rate hike. 

Faye Chua, head of 
business insights at ACCA, 
said: ‘There is a troubling 
long list of risks developing 
for the majority of global 
businesses. Many are already, 
unsurprisingly, reacting to 
falling opportunities by 
scaling back on capital and 
employment investments, 
which will, in turn, contribute 
to the further slowdown of the 
global economy.’

Read the full report at bit.
ly/20QPr0G

ACCA hosts VAT debate 
ACCA and AAFAQ Islamic 
Finance have hosted a panel 
debate in Dubai to discuss 
the impact of the planned 
introduction of VAT in the 
UAE. Proposals to introduce 
VAT and a corporate tax regime 
were announced in June 

2014, but no draft legislation 
has been published and no 
implementation date set.  

Chaired by Chas Roy-
Chowdhury, head of taxation 
at ACCA, the panel discussion 
featured views from Hisham 
Farouk, CEO for Grant 
Thornton UAE; Farooq Ladha, 
international tax partner at 
Crowe Horwath UAE; Mujtaba 
Naseem, CFO and deputy CEO 
for AAFAQ Islamic Finance; 
Shady Shaher Elborno, head 
of macro strategy research 
at Emirates NBD; and Tobias 
Lintvelt, partner transaction 
tax/international tax services 
for EY UAE.

Head of ACCA Middle 
East Lindsay Degouve de 
Nuncques said: ‘We believe 
that ACCA members possess 
the right competences to get 
GCC businesses in a state of 
readiness for any introduction 
of tax. (See also article on tax 
in the Gulf on page 54.)

Digital agenda 
Internet and digital 
technologies are transforming 
our societies, with huge 
potential for new opportunities, 
but also presenting challenges. 

On 26 January, ACCA and 
Deloitte organised an event in 
Brussels exploring how fi nance 
professionals should embrace 
change and how to balance 
performance, convenience, 
security and privacy.

David Barnes, DTTL global 
managing director for public 
policy at Deloitte, opened the 
debate, raising points for the 
panellists to pick up on, such 
as the impact of FinTech on 
the workforce of tomorrow.

‘Financial services have 
become an “anytime, 
anywhere, any device” 
proposition,’ noted Peter 
Kerstens of the European 
Commission. Technology 
transformation in fi nance offers 
opportunities but also entails 
risks, linked to security, fraud, 
stability and transparency. 

Faye Chua, head of 
business insights at ACCA, 
who moderated the debate, 
said: ‘The digital revolution 
is fundamentally reshaping 
fi nance and further work is 
needed on issues such as how 
to ensure both convenience 
and security, fi ght online fraud 
and guarantee a suffi cient 
level of data protection.’ ■

▲ Dubai debate
Panel members discuss the 
introduction of VAT in the 
UAE at an ACCA /AAFAQ 
Islamic Finance event
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ACCA’s microsite now lets potential clients search for ACCA fi rms 
and members by their areas of expertise as well as their location

ACCA has relaunched its 
global Find an Accountant 
microsite, making it easier 
for potential clients to locate 
a professionally qualifi ed 
ACCA member or ACCA 
accountancy practice. 

The site allows users not 
only to search by location, but 
also by the services offered by 
the ACCA member or practice. 
Firms that, for example, 
offer audit or specialise in 
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small business accounts 
can therefore publicise 
these services effectively to 
potential clients.  

‘We’ve designed the site to 
make it easy for people to fi nd 
exactly what they are looking 
for,’ said John Weston, head of 
ACCA UK. 

Many accountancy 
practices specialise in 
particular fi elds, or offer 
services such as audit or 

insolvency. The new Find 
an Accountant pages allow 
ACCA members to tell clients 
exactly what their areas of 
expertise are, making it easy 
for individuals and businesses 
to fi nd the right ACCA 
accountant for them, and for 
the ACCA member or practice 
to reach new clients. 

‘Finding the right 
accountant is hugely 
important,’ Weston said. 
‘Selecting the right ACCA 
accountant means you are 
choosing a trusted and expert 
adviser to handle business 
matters or personal fi nances.’  

Once users fi nd an ACCA 
member or fi rm on the site 
that meets their needs, they 
can click through to the fi rm’s 
website, making it easier for 
them to get in touch with their 
fi rm or member of choice.

Hot property

ACCA has decided to sell its London offi ces at 
10/11 and 29 Lincoln’s Inn Fields in London. The 
decision follows a detailed deliberation process. 
The properties, which ACCA vacated at the end 
of 2015, are valued at £8,225,000 and £10,250,000 
respectively. 

‘After careful consideration,’ said Raymond 
Jack, ACCA’s executive director fi nance and 
operations, ‘it is clear that the right course 
of action is to reinvest the proceeds, further 
strengthening ACCA’s resources for the benefi t 
of our many members and students across 
the world.’

ACCA’s London staff moved into their new 
offi ces at the Adelphi at the start of 2016. Watch 
the story of the move at bit.ly/ACCAplaylist.

ACCA member 
benefits
Employability
Membership improves 
earning power and job 
prospects on a global 
scale.

Infl uence 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 effi cient 
support around the 
clock, by phone, email 
and webchat.

Go to www.accaglobal.
com/memberbenefi ts

Expert search

For more information:

Find an Accountant is 
at members.accaglobal.

com/fi ndaccountant
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