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Welcome

Welcome
Integrity’s rewards
This spring the impeachment
and arrest of South Korean
president Park Geun-hye
over corruption allegations
and demonstrations against
corruption in Romania and Russia has turned the spotlight
again on the question of integrity in politics and government,
and how these risks affect business.
This month, we look at what it takes to trade in troubled
states – economies suffering the effects of a weak or corrupt
government, or disrupted by political instability, civil unrest or
war. As our article on page 40 points out, companies are still
managing to do business, even in the face of instability and
faltering legal frameworks.
At the other end of the spectrum, Canada (ranked ninth
out of 176 countries in Transparency International’s Corruption
Perceptions Index for 2016) stands as a beacon of economic
hope and liberal correctness. Under prime minister Justin
Trudeau, the north American country sets a fine example of
openness, laying down the welcome mat to immigrants and
embracing global trade. Find out more about how Canada deals
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with the challenges of life in the shadow of its more high-profile
southern neighbour on page 16.
In our interview on page 12, we speak with Ivan Mitringa,
finance director of Dell EMC in Singapore. Mitringa has spent his
entire finance career at Dell, joining the technology company in
Slovakia in 2003. He relocated to Singapore in 2015 and travels
the region connecting his team with leadership decisions and
sharing information face to face in a digitally enabled world.
Elsewhere in this issue we look at automation and its effect on
the finance profession. Much has been written on this subject –
including how this period of change will affect white-collar roles
in contrast to the blue-collar threats of the past. But our article
on page 36 strikes a hopeful note for the profession: stay ahead
of change, keep training and retraining, and consider your career
as a process that involves lifelong learning.
Finally, on page 21 our columnist Alnoor Amlani reports on
the extreme weather events experienced recently in Africa,
urging governments to take action to address environmental risk.
Annabella Gabb, international editor
annabella.gabb@accaglobal.com
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News | Pictures

► Deadly Debbie

The damage caused by
Cyclone Debbie could
cost billions, says the
Insurance Council of
Australia. The extreme
weather event has been
declared a catastrophe

▲ Fall from grace

Ousted South Korean
president Park Geunhye has been arrested
in Seoul on corruption
charges. The allegations
ended her four-year rule
as president

▲ Sparkling success
A giant pink diamond,
known as the Pink Star,
has become the most
expensive jewel ever
sold at auction, fetching
US$71.2m at Sotheby’s
in Hong Kong

▲ High hopes

A US$150m upgrade
to Victoria Falls
International Airport
in Zimbabwe allows
wide-bodied aircraft to
land and should boost
tourism to the country
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▼ Beastly success

Disney’s Beauty and the
Beast, starring Emma
Watson, broke boxoffice records, taking
US$350m in the biggest
ever opening weekend
for a PG-rated film

▼ No deal

EU regulators have
blocked a proposed
£21bn merger
between the London
Stock Exchange and its
German counterpart,
Deutsche Börse

▼ Game changer
Barcelona football
superstar Neymar has
claimed victory after
seeing his US$60.8m
tax evasion fine
halved by a Brazilian
tax appeals court
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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 finance profession
EU code for tax advisers
An EU code of conduct for
tax intermediaries should be
drawn up to tackle tax evasion
and avoidance, the European
Tax Adviser Federation (ETAF)
has suggested. It proposed
the measure in a European
Commission consultation
about disincentives for
advisers and intermediaries
for potentially aggressive
tax-planning schemes. ETAF’s
members support a code as
a means of protecting the
reputation of conscientious
tax and legal advice services
providers, while restricting the
use of potentially aggressive
tax-planning schemes.
ETAF represents 230,000 tax
professionals in France, Italy
and Germany.

IR consultation
Focus group consultations will
take place in 10 countries to
promote integrated reporting.
Richard Howitt, CEO of the
International Integrated
Reporting Council (IIRC), said
that 1,500 companies have
already adopted IR and ‘it’s
now time for us to further
assess how this tool is being
used to assist the quality of
the reporting, reinforce its
relevance to new challenges
and ensure it remains fully in
tune with market needs’. The
10 countries will be Australia,
India, Italy, Japan, Malaysia,
the Netherlands, Singapore,
Spain, the US and the UK.

G20 doubt free trade
The G20 countries have
dropped their commitment
to free trade as an overriding
priority in their latest
communiqué, as President
Trump’s ‘America First’

rhetoric starts to bite. The
usual promises to resist
protectionism in ‘all its forms’
were missing from the G20
statement after it met in
Baden-Baden in Germany.

Banks fined US$321bn
Banks have paid at least
US$321bn in fines globally
for their role in the 2008
financial crash, research by
Boston Consulting Group has
concluded. To date, regulators
in the US have applied the
strongest penalties, but it is
predicted that European and
Asian authorities will ramp up
their approach. Last year saw
the highest penalties to date –
US$42bn, a 68% rise on 2015.

MF Global settlement
PwC has reached an
undisclosed financial
settlement with the bankruptcy
administrator of MF Global.
During a New York civil case
PwC defended its audit of the
failed MF Global brokerage
business. ‘Pricewaterhouse
did not commit negligence’
and ‘is not at all to blame, not
one bit, for the bankruptcy’, its
lawyer James Cusick told the
court. MF Global’s bankruptcy
administrator had blamed the
collapse on PwC’s ‘egregious’
accounting advice. A
spokesman for PwC said: ‘The
case was settled to the mutual
satisfaction of the parties.’

Syrian war payments
Construction company
LafargeHolcim made
payments to armed groups
fighting in the Syrian civil war,
an investigation conducted for
the company has concluded.
‘At times, different armed
factions controlled or sought

Developing-country debt repayment
Debt repayment is costing developing nations almost
50% more of their revenues than it was three years ago,
according to the Jubilee Debt Campaign. It warns that
rising interest rates will further increase the cost on the
poorest nations. The worst affected are Angola, which
spent 44% of its state revenues on debt repayment last
year, and Lebanon, which spent 42%. Angola has been
badly hit by the fall in oil prices, while Lebanon’s Syrian
refugee population (pictured) has hit 5,000,000.

to control the areas around
the plant,’ the company said
in a statement. ‘It appears
from the investigation that the
local company provided funds
to third parties to work out
arrangements with a number
of these armed groups,
including sanctioned parties,
in order to maintain operations
and ensure safe passage
of employees and supplies
to and from the plant.’ The
company described the
payments as ‘unacceptable’.

Rio Tinto delays bonus
The award of a performance
bonus by Rio Tinto to its
former chief executive Sam
Walsh has been delayed while
investigations take place into
past payments to a consultant.

The investigation will examine
the legality of payments made
to obtain rights to mine iron
ore at the Simandou site in
Guinea. If Rio Tinto is found to
have breached anti-corruption
laws, it could have to pay large
fines. In its annual report,
Rio said that performance
payments to Walsh, who
retired last July, were
‘contingent on there being
no information in connection
with the Simandou matter’
that would lead to the awards
being cancelled, deferred
or reduced.

Big Four win China M&A
The Big Four firms are
winning an increasing share
of M&A advisory roles with
Chinese companies investing

Accounting and Business 05/2017

INT_newsroundup.indd 8

05/04/2017 15:57

9

Roundup | News

abroad. According to data
from Thomson Reuters, Big
Four firms provided advice to
Chinese companies on deals
worth US$8.6bn last year, up
from US$2.2bn in 2015. ‘We
are a boutique investment
bank in the way we are
working now,’ Gabriel Wong,
head of China corporate
finance at PwC, said.

New KPMG chairman
William Thomas, the chairman
of KPMG’s Americas region,
has been elected chairman
of KPMG International. He
will take over in October,
succeeding John Veihmeyer,
who is retiring. Thomas has
been with KPMG for 28 years,
a member of KPMG’s global
board since 2009, and was
CEO and senior partner of
KPMG in Canada from 2009
to 2016.

Co-operation comes first
Citizens of G20 nations
are more concerned about
governmental co-operation
than about tax revenues
or attracting foreign direct
investment, an international
survey has found. The G20
public trust in tax report,
compiled by ACCA with IFAC
and Chartered Accountants
Australia and New Zealand,
drew on the views of more
than 7,600 people across
the G20. Three-quarters
of respondents favoured
tax incentives to promote
renewable energy and
retirement planning, while
68% supported them for
infrastructure. ‘While I
wouldn’t support constant
tinkering with the tax system
by governments of G20
countries, it is interesting to
see that people are highly in
favour of utilising tax systems
to achieve broad social and
economic objectives,’ said
Chas Roy-Chowdhury, head of
tax at ACCA. The full report is
at bit.ly/ACCA-g20. See also
next month’s issue of AB for
more detail.

Excellence award
ACCA won the overall award
for best association at the
Association Excellence Awards
in London in March for its
provision of opportunity and
access to people of ability
around the world and support
for members throughout
their careers. Raymond Jack,
executive director for finance
and operations at ACCA, said:
‘ACCA continues to be known
as an organisation that opens
up the profession by giving
anyone of ability the chance
to become a professional
accountant, whoever and
wherever they are.’

C-suite styles
Some 65% of C-suite leaders
adopt one of two different
business styles, research
from Deloitte has concluded.
The firm surveyed 661
executives for its Business
Chemistry in the C-suite
report and characterised 36%
as possibility-valuing and
creativity-sparking ‘pioneers’,
while 29% were challengevaluing and momentum-

generating ‘drivers’. The
rest of the respondents were
characterised as ‘guardians’
(18%), who value stability and
bring order, or ‘integrators’
(17%), who value connection
and draw teams together.

Internal audit disappoints
Internal audit is failing to
meet the expectations of
stakeholders, according to
PwC’s 13th annual State of the
Internal Audit Profession study.
The proportion of stakeholders
viewing internal audit as
‘contributing significant value’
dropped from 54% in 2016 to
44% in 2017 – its lowest level
in five years. ‘In a world of
constant disruption, internal
audit leaders need to think
differently to accomplish more
dramatic transformation and
demonstrate their vitality,’ said
Jason Pett, PwC’s US internal
audit, compliance and risk
management solutions leader.

Women vote with feet
More than a third of women
who recently changed
employers did so because of

the lack of career progression
opportunities at their previous
role, a global PwC survey has
found. The survey also heard
that 10% of respondents
believed they had suffered
gender discrimination at a
workplace. Feargal O’Rourke,
PwC Ireland’s managing
partner, said: ‘When you
look at what drives job
satisfaction, people clearly
seek opportunities for career
progression. Putting in place
formal career progression
plans is one way of making
sure employees remain
motivated and committed to
the organisation.’

IPSAS in the Caribbean
Nearly 60% of Caribbean
countries included in a
recent survey have already
adopted International Public
Sector Accounting Standards
(IPSAS) or national accounting
standards based on IPSAS,
and the remaining 40% are
at various stages of the
implementation process,
according to Accrual Practices
and Reform Expectations

»

Risky business
Business interruption remains the top risk for organisations around the world, according to
the latest Allianz Risk Barometer. The annual report, which is based on the insight of more
than 1,200 risk experts from 50-plus countries, also found that digital dilemmas and natural
catastrophes are high on the agenda.
Canada
Top risk
Business
interruption

US
Top risk
Business
interruption

France
Top risk
Business
interruption

Spain
Top risk
Business
interruption

UK
Top risk
Cyber
incidents

Germany
Top risk Cyber
incidents

Italy
Top risk
Business
interruption

China
Top risk Market
developments

Japan
Top risk Natural
catastrophes
Singapore
Top risk Business
interruption

Nigeria
Top risk
Macro-economic
developments
South Africa
Top risk
Cyber incidents

Australia
Top risk
Business
interruption

Source: Allianz Risk Barometer 2017
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in the Caribbean, a study
conducted by the International
Federation of Accountants
(IFAC) and the Institute of
Chartered Accountants of the
Caribbean (ICAC). The study
showed that most Caribbean
countries are in the process
of reforming and modernising
their financial reporting,
budgeting, and auditing
practices.

Africa ‘Marshall Plan’
A ‘Marshall Plan with Africa’
has been launched by the
German government, in
co-operation with the African
Development Bank. The plan
will tackle multinationals’
use of Africa for tax evasion,
while aiming to provide
fairer terms of trade for
African exports. Programmes
that increase employment,
entrepreneurship, skills
training and education are
the primary focus of the
plan. African nations that
pursue anti-corruption, good
governance and women’s
rights reforms will be eligible
for additional German aid.

Indians resort to bribery
One in four people living in
the Asia Pacific region, and
some 70% of Indians, paid
a bribe in the past year to
access basic public services,
according to Transparency
International. The conclusion
was drawn from a survey of
nearly 22,000 people living
in the region. Most survey
respondents in China (73%),

Indonesia (65%), Malaysia
(59%) and Vietnam (56%)
reported a rise in corruption
in the past three years. Young
adults were the most likely to
have to pay bribes.

LuxLeaks sentences cut
Two former PwC employees
who turned whistleblowers
to expose tax avoidance
schemes have had their prison
sentences cut on appeal.
Antoine Deltour had his
12-month jail term reduced to
six months suspended, plus
a €1,500 fine. Raphael Halet
had his nine-month sentence
quashed and replaced by
a €1,000 fine. The two were
involved in releasing papers
showing how more than 1,000
businesses had tax avoidance
schemes approved by the
Luxembourg government.

geopolitical uncertainty
as a reason for planned
divestment, compared with
30% in the Americas and 22%
in Asia Pacific. Likewise, 45% of
European companies regarded
speed as more important than
value in deals, compared with
just 18% in the Americas and
28% in Asia Pacific.

Complexity drives fraud

Indonesia’s nine-month tax
amnesty has seen citizens
declare US$331bn of
previously hidden assets, its
government has disclosed.
Offshore assets worth US$77bn
and onshore assets worth
US$254bn were declared, and
another US$11bn of assets are
expected to be declared.

Companies should reduce the
complexity of their accounting
systems if they want to cut
fraud, a report from the
Anti-Fraud Collaboration
group in the US advises. The
report, Addressing Challenges
for Highly Subjective and
Complex Accounting
Areas, recommends
making accounting policies
understandable to nonaccountants while still
adhering to technical
guidance, as well as ensuring
that process is married
to policies, that policies
are field-tested prior to
implementation, that revenue
recognition policies are
‘granular’, that contract
terms are standardised
where possible, and that
lines of responsibility and
communication are clear.

Europeans to divest

Second chance for SMEs

European companies
are being driven towards
divestment by geopolitical
uncertainty, EY’s 2017 Global
Corporate Divestment study
concludes. Some 62% of
European companies cite

Honest bankrupt entrepreneurs
should be given a second
chance, a joint ACCA,
BusinessEurope and UEAPME
conference has been told.
John Cullen, an ACCA Council
member and Menzies partner,
pointed out that survival rates
for struggling businesses vary
widely across the EU, with
between 5% and 80% entering
formal insolvency. Harmonised
insolvency regimes and use of
best practice could improve
survival rates, he said.

US$331bn made visible

Module redesign
ACCA has launched a
redesigned Ethics and
Professional Skills module.
The new module focuses
on developing ethical
behaviour and judgment, taking in real-world business
situations and broader communications, commercial,
innovation, analysis and evaluation skills, at Strategic
Professional level. It comes into effect from 31 October.
Find out more at accaglobal.com/thefuture.

CFOs spend on big data
Changes to technology
present the main external
reporting challenge, EY’s
annual global survey of CFOs
and heads of reporting has

concluded. Dealing with tech
changes – such as cloud-based
systems, data analytics, robotic
process automation and
artificial intelligence – is the
top issue for 35% of emerging
markets respondents.
‘Reporting technologies must
keep up with the development
of technological changes,’ said
Lawrence Lau, EY’s Greater
China financial accounting and
advisory services leader.

Former EY auditor settles
A former junior auditor at EY
has settled SEC charges that
he allegedly made illicit profits
for himself and his mother
through insider knowledge.
Nima Hedayati was dismissed
in 2016 after the firm learnt
of the allegations. He was
charged with illegally trading
shares of KLA-Tencor after
hearing that EY client Lam
Research was to make a
takeover bid, producing a
profit of $43,000 for himself
and his mother. To settle the
charges, Hedayati disgorged
the profits, plus interest, paid
an additional $43,000 penalty
and was suspended from
practising as an accountant for
at least five years.

Accountant jailed
An accountant defrauded
A$2.22m (US$1.7m) from
229 individual clients and
another five companies
over a four-year period, an
Australian court has been
told. Kaylene Maree Hussen
ran her own firm, PTS Tax and
Accounting, through which
she altered clients’ business
reports, retained tax credits,
prepared false tax returns and
generated false claims for
tax refunds, which she kept
for herself. She also obtained
loans from banks using
fictitious information. Most of
the proceeds were gambled
away. She was jailed for six
and a half years, with parole
available after four years. ■
Paul Gosling, journalist
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‘Changes are
inevitable, no
matter what
industry or place.
I encourage my
team to be in the
driver’s, not the
passenger’s, seat’
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Agile thinking

Ivan Mitringa FCCA, finance director at Dell, discusses the importance of communication,
continuous learning and transferable skillsets in today’s business landscape

T

oday’s finance professionals are participating in
what is termed the ‘fourth industrial revolution’,
characterised as a blurred combination of various
technologies mystified by buzzwords such as big data,
analytics and the internet of things. More than a decade into
his professional life at Dell, Ivan Mitringa is a fine example of
a data-conversant finance individual.
‘This is the present and future our company lives in,’ Mitringa
says. ‘If I am to translate it to our finance evolution, over recent
years we have moved from spending lots of time on gathering
and consolidation of the data, to almost real-time analytics and
translation to our business partner language.’

Communication is key
Having joined the company soon after graduating from
university, Mitringa recently celebrated his 13th year with Dell.
He is currently located in Singapore, managing remotely a larger
team in Penang, Malaysia and Bangalore, India.
As a finance director, responsible for the financial planning
and analysis department (FP&A) for commercial sales in the Asia,
Pacific and Japan region, he and his team have shifted their
priorities from simply analysing the vast amounts of information
to providing relevant business intelligence and counselling. This
is used for day-to-day operations and for strategic decisions by
the executive leadership inside Dell.
‘Today, you are certainly more valuable if you can provide
more predictive analytics,’ Mitringa says. ‘That’s where FP&A and
my team come in. We are prepared to explain the past but also
to advise on the future by conveying the right recommendation
or reasonable options to the leadership team. It gets more
difficult as there is so much data today and many ways to
interpret it, which forces you to elevate from the details and
apply the wide-angle lens to explain the story behind it all.’
While his role is already complex by nature, it gets more
interesting as Mitringa and his team are in separate countries.
Most of Dell’s finance staff are located in a few hubs around the
world, while offices in Austin in the US, Ireland, Singapore and
elsewhere serve as hubs for senior leadership.
‘In this role, some of my skills have been stretched to a
different level. My entire team is out of Singapore, so I really
need to be proactive, especially in communication,’ he says.
‘A really good finance business partner cannot be too much of
an introvert; you have to be able to proactively communicate if
you want to deliver. You have to be confident in discussions with
people beyond your peer level or outside of your organisation,
or on specialist knowledge teams.’

2015

Director (Asia, Pacific, Japan), financial
planning and analysis (commercial
sales), Dell EMC, Singapore

2013

CV

Director, Europe, Middle East and
Africa (EMEA) statutory and US GAAP, Dell, Slovakia

2012

Senior US GAAP accounting manager; senior accounting
manager (finance rotation programme), Dell, Slovakia

2011

Competitive market analytics (finance rotation
programme), Dell, Austin, US

2010

Global IT finance controller (finance rotation programme),
Dell, Austin, US

2007

Senior finance commercial controller (Germany, Austria
and Switzerland), Dell, Slovakia

2005

Finance planning and analysis, EMEA home/small and
medium business, Dell, Slovakia

2004

Reporting manager, EMEA home/small and medium
business, Dell, Slovakia

2003

Reporting senior finance analyst, EMEA home/small and
medium business, Dell, Slovakia

Mitringa should know, having been in the first small team
of finance individuals who started when Dell did in Bratislava,
Slovakia. He spent the first six years learning key finance skillsets,
which he later drew on when he entered Dell’s global senior
finance development programme, called the finance rotation
programme. Within three years, he was given the opportunity to
experience three different roles in two locations. Each year

»

05/2017 Accounting and Business

INT_F_Mitringa.indd 13

05/04/2017 15:57

14

*

Focus | Interview

‘Presentation and
communication skills take
practice, as few finance folks
are outspoken by nature. Be
available: attend business
reviews, understand issues
and hear about businesses the
management is looking at. Once you hear how the
dots connect and see how the data reflects it, you
will see a better direction for analytics.’

Tips

*
*
*
*

‘If you are prepared to move globally for a career
advancement, fortify the family before you take it
on. And have a real conversation when it happens.
You have to be very quick before the window of
opportunity closes, so it will help to have it sorted
out before an offer actually comes along.’
‘Be prepared to make different trade-offs at different
levels in your career. Understand which part of
your life you are investing in. Not every move is
associated with a promotion, but the experience on
your CV, reflecting that you’ve made good progress
– in a different country, under a different type of
management, within a different environment – will
show that you are able to tackle obstacles.’
‘Understand how to do more with less – very
important these days. Be ready to establish common
platforms, uniform systems of ledger and shared
financial planning tools.’
‘Don’t deliver just what you are asked for. Remember
to assess the solution from different perspectives
and come back with option B or C. This will
show you care and are thinking ahead, which is a
tremendous value-add to your business partner.’

globally between 20 and 30 finance employees embark on the
programme; Mitringa was first posted to Dell’s headquarters in
Austin for two years, then went back to Bratislava.

Leading by example
After he graduated from the programme, Mitringa’s desire for
constant challenge and professional growth opportunities led
him to be relocated to Singapore. He studied the Asia region for
some time, believing that to be globally versatile and exportable,
professionals should explore opportunities that provide them
with the necessary skills to achieve this.
Nowadays, no matter where you look, the word ‘growth’ is
mostly connected with Asia, and Mitringa wanted to be in the
thick of things. He now travels at least twice every quarter to
meet his team outside Singapore, staying nimble to keep ahead

of progress. He checks in with his team frequently because he
believes in the importance of connecting them with leadership
decisions and sharing information transparently. ‘You have to be
honest and genuinely care for your people. If you don’t explain
how their work is connected with the bigger picture, it’s very
difficult to get a really good outcome,’ he says.
‘The internet for consumers started only when I was
at university. These days, the young population are very
technology-savvy and much more comfortable to work with
technology and extract the information,’ Mitringa continues.
‘Finance leaders have to stay vigilant and ready for many
changes – not only in technical skills, but more and more in soft
skills, communicating, connecting and motivating both direct
and indirect teams.
‘Changes are inevitable, no matter what industry or place you
are in,’ he adds. ‘I encourage my team to be in the driver’s seat,
not the passenger’s. It would add to their professional career if
they can demonstrate that they led the change rather than being
led. Especially in the technology industry, where Dell is, the pace
of change is incredible. Just looking at Dell, in 2013 we went
private in one of the largest LBO [leveraged buyout] transactions
in technology, and in 2016 we closed the largest integration in the
technology industry so far. And finance was a key part of these
two mega-changes.’
Mitringa joined Dell in 2003 and originally thought he would
stay only a few years. More than a decade on, he attributes
his length of time with the company to the effort Dell spends
on developing people. It is committed to supporting finance
professionals, either by internal development programmes
that are at the top of industry standards, or via various external
certifications. Mitringa sees himself as an example of Dell’s
strategy. ‘When I finished my ACCA Qualification in 2005, there
were probably two or three of us in Dell Slovakia who decided
to give it a try,’ he says. ‘With the very early take-up of ACCA,
Dell Slovakia created a movement of people keen to develop
themselves continuously, beyond their university education.’

Learning and preparation
Mitringa is unflinching about the need for continuous learning,
no matter where one is in life. ‘If you start working in a
multinational company, want to progress and move around the
globe, you should invest in yourself to have a globally recognised
professional qualification. It’s not everything but it gives you the
competitive advantage,’ he says. ‘For people who don’t have a
qualification from a globally recognised institution, you need a
world-standard stamp of quality to be recognised internationally.
This is where accreditations like ACCA come in. It is difficult to
convince people unless I am first committed myself, and I’ve only
got this far by means of constant upgrading.’
Dell, like many other companies, is data-driven, and for a
long time, finance has been a vital business partner in every key
decision, from the supply chain to selling to customers. In the
wake of Dell’s 2015 takeover of data storage company EMC,
Mitringa’s team has been intensively engaged in planning for
both businesses in the Asia, Pacific and Japan region for next
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Dell was founded in 1984 by
Michael Dell, then aged 19, based on
a vision of how technology should be
designed, manufactured and sold. In
1988, Dell’s initial public offering raised
US$30m. Today, the multinational
computer technology company, based
in Texas in the US, employs 140,000 worldwide.
Known for its supply chain management and directsales model, Dell launched Dell.com in 1996, selling madeto-order personal computers. The website generated
US$1m in sales per day within six months of its launch.
The company later evolved into a technology solutions
provider, acquiring storage, computing, networking and
software capabilities over the years.
In 2013, Michael Dell and private equity firm Silver Lake
Partners bought back Dell from public shareholders to
accelerate its solutions strategy and focus on innovations
and long-term investments with the greatest customer
value. In 2016, Dell and EMC came together as Dell
Technologies, the biggest technology integration in history.

Basics

year, with each team having to change its existing model so that
they come together finally.
‘The effort has to be in creating synergies from day one,
starting with everyone being on the same page, understanding
the same basic principles and timelines,’ he says. ‘This gets
interesting because teams are dispersed all over the globe with
different time zones. Once again, proactive communication is key.
‘I need to underscore that to successfully make these types of
changes in the company, finance professionals have to be very
open and not be afraid to voice their concerns. They need to be
self-driven, ready for constructive feedback and be able to make
tough decisions and move on.’
Mitringa highlights three factors that drive him professionally:
people, development and opportunities. ‘I’ve had the luck
to have great managers. Most people leave their managers,
not jobs or companies. People I work with are down-to-earth,
humble, experienced and eager to learn,’ he says. ‘And because
Dell invests a lot in talent development, I have been able to
achieve substantial professional development since joining, apart
from the ACCA Qualification.
‘We may not always have opportunities to gain practical
experience in different fields, but that should not stop us from
attaining knowledge. That’s why I have internal audit and treasury
professional certifications, besides ACCA. If I can’t get the
practical experience straight away, I look for theory first, and

then nobody can tell me that I wasn’t interested or did not go
the extra mile.’
His keen sense of personal development is his personal
branding. He has already held nine different jobs at Dell
and had to prove his mettle each time. Staying in the same
company, showing progress and being continuously recognised
takes dexterity, and that is his trademark.
‘Dell has a global outlook,’ he explains. ‘When we launch a
development programme, most of the time it is set in a global
environment where people in different regions are in the same
programme, so staying here is like taking a mini-MBA: finance
professionals build resilience and the ability to communicate
across regions.’
Mitringa aims to be a versatile finance professional, fluent
in more than one field, and with the abilities of a global leader.
‘I’ve been demonstrating that I’m able to work in a challenging
environment. I don’t know everything – nobody does. But
identifying the best people to work with can make things happen
with great results. I’m confident in that,’ he says.
‘You would expect that I want to be a CFO one day. Yes, that’s
an option, but to get there I would like to be first somebody
who is “deployable” and valuable in different finance domains,
leading people no matter where I’m placed.’ ■
Joen Goh, journalist
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An unlikely role model

Often lost in the huge shadow of its southern superpower neighbour, Canada has
emerged as a beacon of economic hope and good news under a liberal government

T

he International Monetary Fund (IMF) often presents
itself as the world’s economics schoolmaster. It
grades the policies of nations, dispenses praise and
declares when there is room for improvement. So when
the organisation’s managing director Christine Lagarde
expressed her hope that Canada’s policies would ‘go viral’,
the nation shot to the top of the class.
Lagarde was specifically referring to Canada’s efforts to use
fiscal stimulus to spur growth, an approach that has fallen out of
favour in recent years. But there are other aspects of Canadian
policy that have made the country a beacon to liberals around
the world – from its continued support for free trade and
openness to immigration to its progressive tax policies and solid
banking regulations. The nation’s steady economic growth –
GDP grew 1.4% last year, and 0.9% in 2015 – and skills-focused

immigration system has made it an appealing destination for
many accountants looking to work abroad.
‘While Canada’s economy has not been burning up the tracks
in terms of growth, it has been very sure-footed,’ says Ramona
Dzinkowski, an economist and president at the CFO Alliance
Canada. ‘They are a good example of how the tortoise can
sometimes come out ahead of the hare.’
So what can other nations learn from Canada’s unlikely
economic success? And what challenges does Canada still need
to overcome to maintain its momentum?
Ironically, the aspect of Canada’s economic policy that won
such high praise from the IMF has yet to take full effect. Justin
Trudeau’s Liberal Party won the election in October 2015, ending
a decade of Conservative Party ascendancy. His victory is partly
down to promises of loosening the fiscal purse strings and

▲ Crash control

Canada’s robust regulatory regime kept its banks bailout-free
and meltdown-proof during the global financial crisis of 2008
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▲ The electable face of liberalism

After campaigning for fiscal stimulus, Justin Trudeau’s party turned
36 seats into 184 in the 2011 election and he became prime minister

boosting infrastructure projects. A year
and a half after the election, these
projects are only just starting to help
the economy, says Frances Donald,
senior economist at Manulife Asset
Management. ‘Of 274 infrastructure
projects approved, only 3% are
currently under construction,’ she
says. ‘While governments are ideally
looking for “shovel-ready” projects,
it can take around a year and a half
for the money to start lifting growth
and employment.’
The lag in the US, which is also
expected to increase infrastructure
spending under President Trump, may
be even longer, Donald estimates, due
to the greater bureaucracy.
Despite the long lead-in required for infrastructure projects,
she believes the 2015 Canadian election marks a potential
international turning point. ‘Fiscal stimulus was out of vogue
around the globe,’ she says. ‘Canada’s Liberals proved you could
win an election while promising to expand budget deficits.’
And Canada was in a much better position than most nations
worldwide to stimulate its economy without breaking the bank.
After years of responsible fiscal policy, the nation has some of
the most solid public finances of any rich nation. The federal
government’s net debt is just over 25% of gross domestic
product, according to the IMF’s Fiscal Monitor of October 2016.

This is roughly a third of the 73%
average for advanced nations.
Fiscal policy is also part of the
explanation for another source of
Canadian economic and political
stability – the relatively low level of
inequality. The rising gap between the
winners and losers from globalisation
in the US and UK has been blamed for
the backlash against globalisation and
immigration. In Canada, globalisation
has created fewer discontents. The
nation boasts a Gini co-efficient (a
popular measure of income inequality)
that is closer to more egalitarian
societies in Europe and comfortably
below that of the US and UK. ‘At a time
when inequality has been on the rise
in many rich nations, Canada has kept the gap between rich and
poor in check,’ says Donald.
Economists attribute much of this to the strength of
Canada’s commodity sector. As manufacturing jobs in the US
were migrating to developing nations, Canada’s oil and mining
industries boomed – creating well-paid jobs for skilled and
unskilled workers alike.
Meanwhile a sturdy bank regulatory regime helped Canada
avert the inequality-generating financial trauma of 2008, says
Frances St-Hilaire, vice president for research at the Institute
for Research on Public Policy. ‘Still, a more redistributive

‘At a time when
inequality has
been on the rise
in many rich
nations, Canada
has kept the gap
between rich and
poor in check’

»
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tax system than its counterpart in the US along
▲ Pink-think
For all these successes, Canada still faces
with free healthcare have played a role too,’
As well as running a
considerable challenges. The most obvious is the
she adds. And the new Liberal government has
C$29bn annual budget
shifting political framework in the US, which takes
made the tax system even more progressive,
deficit in 2016 and
about 70% of Canada’s exports. ‘If the US retreats
raising taxes for high earners and reducing taxes
2017, the Trudeau
from free trade, Canada will have a serious
for the middle class. Child benefits, which were
government supports
problem,’ says Dzinkowski.
once universal and so available even to the very
liberal causes such as
A longer-standing worry is Canada’s lacklustre
wealthy, are now means-tested and tapered.
progressive taxation,
productivity. Output per worker trails the US
On immigration and trade, Canada has
feminism and the rights of
by around 27%, according to a recent study by
remained a bastion of globalisation. ‘Canada
indigenous peoples
the Business Development Bank of Canada, up
fought for trade liberalisation when its deal with
from just 5% in the 1980s. ‘Canada loses a lot
the European Union – the Comprehensive Economic and Trade
of entrepreneurial talent to the US, and a lot of manufacturing
Agreement – was threatened by protectionism in Europe,’ says
activity has migrated to Mexico,’ Donald says. ‘The country’s
Jeremy Kronick, a senior policy analyst at the CD Howe Institute,
businesses have skimped on investment and there have been
a Toronto-based think-tank. ‘The Liberal government has also
too few Elon Musks.’
defended the free trade idea in talks so far with the more
Economists agree that the government urgently needs a
mercantilist administration of Donald Trump.’
strategy to narrow this productivity gap. Kronick believes fintech
Canada has remained relatively open to immigrants, both
is one sector with potential. ‘The high level of trust between
on humanitarian grounds – it accepted 33,000 Syrian refugees
banks and regulators creates an environment in which there can
– and out of economic self-interest. ‘For a long time, the focus
be more experimentation,’ he argues. ‘You have the potential for
was on bringing in less skilled workers to fill positions that many
a regulatory sandbox, in which you could have experimentation
Canadians didn’t find appealing,’ says Dzinkowski. ‘Over recent
now and more formal regulation only later.’ One early success
years there has been a shift towards skilled professionals – in
story has been Michael Katchen’s Wealthsimple – Canada’s
everything from construction to healthcare, an especially urgent
fastest-growing online investment manager.
need given the country’s ageing population.’ The country’s
Canada may increasingly be a role model for liberals around
points-based system has played a role in convincing citizens they
the world. But it may also still have something to learn from its
win from immigration too. Some 321,000 immigrants entered the
attention-grabbing southern neighbour. ■
country in the 12 months to June 2016, equivalent to almost 1%
of Canada’s population.
Christopher Fitzgerald and Fernando Florez, journalists
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Comment | Ramona Dzinkowski

Conflicted over minerals

The EU is tightening checks on materials sourced from high-risk regions, but the US could
be going the other way. So what, asks Ramona Dzinkowski, should companies do?

Ramona Dzinkowski is a
Canadian economist and
editor-in-chief of
the Sustainable
Accounting Review
This month the European Commission is
set to pass a new regulation on conflict
minerals, requiring smelters, refiners and
direct importers of raw tin, tungsten,
tantalum, gold and their ores to do
due-diligence checks on their suppliers.
It also requires big manufacturers to
disclose how they plan to monitor their
sources of supply to ensure compliance.
The controversial regulation aims to
stop the financing of armed groups and
human rights abuses through trade in
minerals from conflict areas. It will apply to
all high-risk areas in the world, including
the Democratic Republic of the Congo
and the Great Lakes region of Africa.
Last year I reported on the anticipated
financial impact on EU companies, and
discussed the American experience with
conflict minerals reporting. Much has

happened in US policy since then. The
Dodd-Frank Act has been “reopened”
– the Wall Street reform legislation
contains a requirement for due
diligence on materials from conflict
zones – and the question of whether US
companies must continue to file conflict
minerals reports with the Securities
and Exchange Commission (SEC) is on
the table. (By 25 October 2016, 1,220
US issuers had filed a conflict mineral
disclosure statement.)
These developments have left many
companies wondering what to do next
in an uncertain environment. First, how
will US companies respond if the Trump
administration directs the SEC to waive
the requirements of the conflict minerals
rule for two years (with a view to its
eventual – expected – repeal)? And will

that cause the European Parliament to
rethink its approach?
Second, will US companies simply
stop what they are currently doing, even
though they have implemented all the
systems and processes needed to file
such reports and investors may have come
to expect a certain level of disclosure?
Research by public accounting and
consulting firm Crowe Horwarth has
thrown up some surprising and counterintuitive responses from international
experts in this area. The experts argue
that conflict minerals regulation, despite
what’s happening in the US, is not going
away as an issue any time soon. Public
pressure will continue and, in the absence
of a ruling, demand that companies be
transparent may actually intensify.
They also believe that even if the US
conflict minerals rule is not repealed, the
SEC will issue more interpretive guidance
on disclosure and likely provide more
clarity on what triggers due diligence.
Ultimately, it is predicted that existing
standards of disclosure, procurement and
supply-chain management will improve in
response to public and investor scrutiny
and heightened NGO activity. Companies
will probably continue some form of core
compliance to mitigate supply-chain risk.
Third, the experts say reporting
will continue on company websites
or in corporate sustainability reports,
although more tailored approaches can
be expected. And even without a rule
or minimum reporting requirement,
they argue, work on conflict mineral
disclosure and minimising supply-chain
risk may actually increase in response to
stakeholder pressure. Businesses are likely
to combine their enquiries on conflict
minerals with other enquiries that they
make of their suppliers.
Finally, we can expect a general trend
within companies to:
understand a lot more about business
partners
evaluate what types of risks they’re
exposed to across the supply chain
demand increased information from
suppliers on policies and procedures. ■

*
*
*
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A continent at boiling point
Extreme weather has taken the world into ‘truly uncharted territory’. Amid drought and
food shortages, Africa must invest in managing environmental risk, says Alnoor Amlani
For the past 20 years, the World
Meteorological Organisation (WMO)
has published a statement on global
temperatures, based on scientific data
from a number of other organisations.
The latest of these says 2016 was the
warmest year on record: the world
is now at 1.1°C above pre-industrial
temperatures, with carbon levels in the
atmosphere breaking new records, and
sea-ice coverage reaching new lows and
sea levels new highs.
The WMO concludes in its 2016
report that ‘we are now in truly uncharted
territory’.
Africa had its second-warmest year
on record and for all of the world’s
inhabited continents 2016 was one of the
five warmest years. Much of Southern
Africa began the year in severe drought.
For the second summer rainy season in
succession (October to April), rainfall
was widely 20% to 60% below average
in 2015–16. Crop failures occurred in
many parts of the region and drought
emergencies were declared in all but one
of South Africa’s provinces.
Further north on the continent, poor
agricultural production resulted in food
shortages. The World Food Programme
estimates that 18.2 million people in
Africa now require emergency assistance.
In East Africa, rainfall in Somalia, Kenya
and Tanzania was below average in the
‘long rains’ season (March to May), before
a particularly poor ‘short rains’ season
(October to December) when rainfall
was widely 50% or more below average,
reaching 70% to 90% on the coastal strip
of Kenya and Tanzania. This region has a
history of catastrophes due to drought, so
humanitarian agencies are monitoring the
situation, with the United Nations High
Commissioner for Refugees reporting that
135,000 people had been displaced within
Somalia between last November and
February this year. Substantial crop losses
and livestock distress from poor pasture
conditions were reported in Kenya.
Extreme weather in Africa usually leads
to food shortages. Since early 2015, the
Southern Africa and Indian Ocean region

Alnoor Amlani FCCA is an
independent consultant
based in East Africa
has faced widespread shortages owing
to the worst drought in 35 years. Two
consecutive failed rainy seasons have left
13.8 million people in need of emergency
food assistance.
Madagascar, Malawi, Mozambique
and Zimbabwe have been particularly
hard hit. Malawi had heavy flooding,
while Mozambique and Madagascar were
caught in tropical cyclones. This period,
with food shortages acute and the heat
and lack of rain stretching people’s
coping mechanisms, is expected to last
until the harvest period in April. But in
several places it may be extended until
May or June due a late start for the rainy
season. It will take the most vulnerable
many months, if not years, to recover.
While the UN and other donors
continue to provide humanitarian

assistance, the steadily worsening global
climate means Africa must prepare to deal
with more extreme weather and manage
its environmental issues better.
Madagascar’s experience illustrates
what can happen in many countries.
‘Madagascar is suffering from the worst
cyclone season this year, with more than
six cyclones since December and a total of
more than 60 people dead and thousands
forced to leave their flooded homes,’
said Sálvano Briceño, former director of
the UN International Strategy for Disaster
Reduction. ‘The increased severity and
frequency of extreme weather events
prevents people from recovering before
facing the next event, making them more
vulnerable to disasters. This changing
pattern will require increased investment in
risk-reduction activities.’ ■
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Comment | Brian McEnery

Plenty to celebrate

As ACCA and CA ANZ celebrate the first anniversary of our strategic alliance,
Brian McEnery looks back on a busy year of events, projects and opportunities
With almost a year gone by since
we announced our groundbreaking
strategic alliance with Chartered
Accountants ANZ, I thought I’d
take the opportunity to reflect on
how our alliance has evolved, and
the mutual benefits that we, and
CA ANZ members, enjoy as a result.
I was interested to read about my CA
ANZ counterpart, the recently appointed
president Cassandra Crowley, in the
March issue of Accounting and Business.
Crowley and I have much in common,
from accountancy being in our blood –
her mother is a member of CA ANZ and
my brother of ACCA – to our passion for
engaging with the next generation of
finance professionals and finding ways
for our organisations to equip them for a
rapidly changing profession.
And I believe that our organisations
and members have just as much, if
not more, in common. We might span
the globe but we are all united by a
passion for this profession and a vision
for its future. (There are some additional
interesting facts about CA ANZ on the
back page of this issue.)
So, what have we been up to together
since June 2016? We’ve been running
joint events in a number of markets,
including the following:
CA ANZ hosted ‘Future of Professional
Associations’ events in London and
Sydney, and extended invitations to
both memberships.
CA ANZ contributed two wellattended sessions at ACCA’s global
virtual conference.
ACCA and CA ANZ hosted a
joint member breakfast event
discussing the future of robotics in
finance, which was held at KPMG’s
headquarters in Sydney
ACCA joined a CA ANZ/South African
Institute of Chartered Accountants
joint event in London in March.
Both bodies hosted a table at
the Australian Accounting Hall of
Fame celebrations.
ACCA was invited to join the CA ANZ
annual dinner in Hong Kong.

*
*
*
*
*
*

We have opened up CPD
opportunities for both our member
bodies. CA ANZ members have access
to a huge range of online courses
and BPP learning programmes,
while ACCA members can enjoy CA
ANZ member rates on its recently
launched Lifelong Learning platform,
offering a great number of opportunities
in a range of formats, from webinars
to workshops.
We’ve also been working
on jointly branded professional
insights projects.
At the end of March, we
successfully launched a major joint
research project: G20 public trust in
tax. ACCA worked with IFAC and CA
ANZ to survey 7,200 taxpayers across G20
nations about their views of and trust in

tax policies and policymakers. The results
were fascinating and are sure to be useful
for finance professionals in all of these
markets; you can read the full report on
the ACCA website and read the highlights
in next month’s edition of Accounting
and Business.
Finally, in December we launched the
joint publication Reach, which focuses on
the common challenges and opportunities
faced by professional accountants across
the world, whatever their role. Reach
is available on the ACCA website: visit
accaglobal.com/alliance.
It’s been a great first year for members
of both organisations. ■
Brian McEnery is a partner specialising in
corporate restructuring and healthcare
consulting at BDO Ireland
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The view from

Francina Desilva Phakamea FCCA, finance specialist at
Global Green Growth Institute (GGGI), Seoul, Korea
I provide technical and managerial
oversight for financial accounting,
reporting and planning for the
organisation. I ensure our financial system
is aligned with policies and procedures,
providing accountability to donors while
implementing the strategic plan. I lead
the production of all financial statements
and manage the annual audit process.
I’m responsible for protecting the assets
entrusted to the organisation, ensuring
liquid assets are invested productively and
in line with policy. I also develop GGGI’s
finance policies and procedures.

I’ve always loved challenges. In my
childhood I was told being an accountant
is tough – it’s what inspired me to be
one. I started in a Big Four firm, spending
four years there. I then moved on to
a microfinance organisation we later
turned into a commercial bank. Next I
moved to South Africa with World Vision
International, and worked there (and
in Democratic Republic of Congo and
Mozambique) as a finance and support
services director for eight years.
I wanted HQ experience and got that
chance with GGGI in Seoul, Korea. It’s
an intergovernmental organisation that
promotes green growth, and targets key
aspects of economic performance such
as poverty reduction, job creation, social
inclusion and environmental sustainability.

The fundamentals
and skills gained
in accounting can
be used in any
field – how you
apply them is
what matters

GGGI works in 25 countries. In most of
them, the finance function is centralised
at HQ. I manage four staff plus six more
in finance and administration across our
country offices.
The fundamentals and skills gained in
accounting can be used in any field –
how you apply them is what matters,
and the key is understanding the
business you work in. In development we
still need to achieve the three Ps – planet,
people, profit. We need to satisfy the
donor and the recipients we work with.
The bottom line is what matters.
The ACCA Qualification is my greatest
achievement. It has opened doors for
me in ways I could not have imagined.
The limit is not the sky, but oneself. I’ve
seen that for most organisations, ACCA
is a preferred qualification as it provides a
broad range of skills.
When I see my contribution as an
accountant has an impact on the lives
of people (as well as the policy changes
in the countries we work with that
make the world a better place), that
fulfils me. If we change the life of just
one person, that makes me enjoy my
job. In the future, I’d like to be CEO of a
development organisation.
In my spare time, I like to travel and
see new places, and enjoy taking walks.
I also teach English to Korean kids. ■

Snapshot: fintech
Fintech is a sprawling world of highly
innovative businesses, developing
so quickly that it defies concise
description. Fundamentally, fintech
uses new technology and innovation
to deliver financial services to
consumers in more user-friendly and
efficient ways. It is seen as one of the
big business disruptors.
Examples include alternative
finance investment and lending
platforms (crowdfunding), insurance
risk management, investment
advisory services and digital
wallets for payment applications.
Increasingly, algorithms are
replacing human decision-making,
and there is growing use of
artificial intelligence.
The sector is growing
almost exponentially, attracting
entrepreneurs of all types and huge
swathes of investment. Increasingly,
traditional players are dealing with
the disruption by partnering with,
or buying, fintech companies.
Regulators are struggling to keep up
with the risks, such as data security.
Many fintech companies are
fast-growing startups. Some have
matured and taken on aspects of
traditional corporate behaviour, but
informality is the norm.
Those looking to make a career
in fintech need to be very tech savvy
with a high tolerance of change.
Above all they should be innovative
in their thinking. This is an exciting
but still highly volatile sector.
Nick Hood, business risk adviser,
Opus Business Services
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Greener pastures

There are business benefits to be won from sustainability reporting, even in emerging
markets like Pakistan where some may consider it a luxury
There is a strong argument that
sustainability reporting is only for those
businesses (and nations) that can afford
to care. It is, in other words, a luxury
that comes firmly behind the critical
stuff – that a company makes money for
its shareholders. But while corporate
social responsibility (CSR) and
sustainability reporting has become an
important part of corporate reporting
in the wealthiest nations over the past
decade, it is only now starting to gain
traction in emerging economies.
Take, for example, Pakistan, where
73% of the population lives on less
than US$2 a day and the sustainability
performance of Pakistan’s 559 listed
companies has not, understandably, been
a priority. A new report from ACCA makes
a strong argument for the many benefits
of sustainability reporting, not least in
encouraging growth and international
business in Pakistan. There is, it seems,

a strong business case – along with the
moral and social considerations – to be
made for sustainability reporting.
The report, Sustainability reporting:
the evolving landscape in Pakistan,
examines the growing interest in
sustainability reporting in a country
where there is no mandatory requirement
for companies to provide sustainability
information. The report makes a series
of recommendations to encourage more
companies to adopt a sustainability
reporting framework.

Take action
The report was written by Malik Mirza
FCCA, managing director of business
advisory provider Finman Group.
‘Pakistan, like other nations, cannot sit
on the fence when it comes to adopting
modernity in how business models
operate and how managers integrate
sustainable practices to operate and

grow their businesses,’ he writes in the
introduction. ‘Our government has
signed the Paris agreement on climate
change and emissions, and we have
also committed to the UN sustainable
development goals. These agreements
are worthless unless we walk the talk of
implementing sustainability.’
While Pakistan currently has no
regulatory requirement for companies to
produce sustainability reports, voluntary
guidelines on CSR reporting have been in
place since 2013. Interest in sustainability
reporting in the country has increased
steadily in recent years, prompted in part
by ACCA’s launch of its sustainability
reporting awards in Pakistan in 2002. Since
the early 2000s, an increasing number of
companies in Pakistan have published
reports covering the environmental and
social aspects of their operations, either
as part of their annual reports or on a
standalone basis. In recent years, separate
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The business case

‘Pakistan, like
other nations,
cannot sit on the
fence when it
comes to adopting
modernity in
how business
models operate’
◄ Energy boost

One idea is to require sustainability
reporting from all businesses engaged in
the China-Pakistan Economic Corridor,
which will bring energy to remote areas
sustainability reports have also begun
to appear.
The ACCA report contrasts Pakistan’s
approach with that of Sri Lanka, which
has a stronger record on the national
management of environmental affairs.
Sri Lanka set up the National Council for
Sustainable Development in 2008, and the
Haritha (Green) Lanka Programme created
in the same year has a 10-point action
plan to bring environmental issues into the
national development planning process.
This has been extended to corporate
reporting among the 295 companies listed
on the Colombo exchange.
In 2011, the National Green
Reporting System of Sri Lanka was
launched by the country’s Ministry of the
Environment. It encourages the use of
the ISO 26000 standard, which provides
social responsibility guidance. Some
120 companies have signed up for the
initiative to date. There are also detailed
guidelines on sustainability reporting in
Sri Lanka’s corporate governance code,
and in 2016 the Integrated Reporting
Council Sri Lanka was set up to promote
the wider use of integrated reporting.
The report points out, though, that
the number of companies in Pakistan that
produce sustainability reports is growing,
even in the absence of official guidance
or legislation on the topic. It argues that
as Pakistan’s capital markets attract more
foreign investors, so its companies are
moving steadily towards a more global
reporting framework to maintain investors’
confidence – and sustainability reporting
is an important element of that.

The ACCA report highlights the benefits seen by Pakistani companies that have
embraced sustainability reporting:
a more disciplined approach to process improvement
goals achieved in a more targeted manner
better monitoring of sustainability issues
improved perception of the organisation in the marketplace
improved feedback from stakeholders
greater transparency
better energy management and efficiency
a better understanding of the impact of the company’s operations on the
environment.

*
*
*
*
*
*
*
*

But this is about more than attracting
foreign investment. The report also points
out that exports from Pakistan have fallen
by 15.4% between 2012/13 and 2015/16.
The reasons for this are complex but
ongoing domestic power shortages have
certainly contributed to the problem.
Producing more energy is one solution,
but it is nationally recognised that it is
just as important for the country to do
more to conserve the energy it is already
producing. The report says: ‘There is a
growing recognition among Pakistani
businesses that sustainable development
should be integrated into planning and
measurement systems.’ According to the
ACCA research, those companies that
produce sustainability reports invariably
see improvements in energy efficiency
and a cut in their energy consumption –
because concentrating their focus allows
them to find and take a more disciplined
approach to energy consumption.
The report’s author also undertook
research into why some companies in
Pakistan choose to produce sustainability
reports while others do not. He says the
commitment of top management is a
critical factor; without this, sustainability
reporting is often dismissed as putting
too much of a strain on limited resources.

Recommendations
Mirza, though, believes more can be done
to encourage organisations to adopt a
sustainability reporting framework. He
makes a number of recommendations to
help increase awareness of sustainability
reporting in Pakistan, and to encourage
more companies to take up the baton:
raising awareness of the benefits that
sustainability reporting can bring to
a company, and of the importance of
creating the right tone at the top of
the organisation

*

*

showcasing the achievements of
organisations at the leading edge of
sustainability reporting in Pakistan
policy-level interventions (which
should include considering making
sustainability reporting mandatory)
– among them, the potential
requirement for all companies that
become involved in projects as part of
the China-Pakistan Economic Corridor
(a collection of infrastructure and
energy projects) to adopt adequate
sustainability reporting
training for management in
sustainable development processes
and reporting, including the
encouragement of integrated thinking
within organisations
an extension of the awards programme
for CSR and sustainability reporting,
with perhaps a separate category for
small and medium-sized entities.
‘Companies in Pakistan, by and large,
are aware of the need for transparency,
a better corporate image, and the
importance of harmony for global
reporting,’ Mirza concludes in his report.
‘Nonetheless, there are challenges
related to management commitment and
availability of data… and integrating the
sustainable development process into
business operations.’
Given the benefits that can be gained
from strong sustainability reporting, it
may be only a matter of time before the
barriers are overcome. ■

*

*
*

Liz Fisher, journalist
For more information:
Read the ACCA report
Sustainability reporting: the
evolving landscape in Pakistan
at bit.ly/ACCA-Pak-Sus
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Sporting chance

In its appreciation of the performance-boosting power of management, sport leaves
much of the business world trailing far behind, according to Phil Shohet

People whose closest acquaintance
with any form of physical exercise is
the 10-metre dash from sofa to fridge
during TV commercial breaks often
have no qualms about offering their
expert opinion on the performance and
decision-making of individuals, teams,
coaches and managers.
All these armchair athletes have one
thing in common: an unshakeable belief
that their team would do much better if
they were in charge. But offer those same
individuals the opportunity to take over the
management of their respective companies
and few would have the same confidence in
their abilities. The worlds of sport and work
are very different. Or are they?
Businesses often look to the examples
of successful sporting teams to improve
the performance of their workplace teams,
sending them on courses designed to
identify those with leadership abilities and
encourage better all-round teamwork.
Experience has shown that people who
work together as a team function more
efficiently than a group of individuals
trying to achieve the same objective on
their own. It therefore seems logical to
suppose that sport has many lessons
to teach the commercial world when

it comes to maximising the skills and
potential of their employees.
Examination of the advice offered
by some of the world’s top sporting
managers reveals a number of common
themes. One of the most important
is: players play, managers manage. To
be truly effective in a leadership and
coaching role, it is impossible to be part
of the team as well. Just as important,
technical expertise and managerial ability
do not necessarily go hand in hand. New
Zealand All Blacks rugby coach Graham
Henry never played at the top level, yet
he managed arguably the most successful
rugby team in the world. There are
examples of other successful leaders in
sport who were average players.
The manager’s care of and attitude
towards the individuals within the team
are integral to their long-term success.
‘People don’t care how much you know
until they know how much you care,’ is a
mantra repeated by many top coaches.
Their key to motivation is to convey
the clear message that they want the
individual to achieve, not just for the
good of the team, but because they have
a genuine interest in seeing that person
fulfil his or her potential. The success of

the team as a whole will follow as a
natural result.
Just one aspect of this attitude is the
different approaches to performance
reviews. In sporting teams, this is a
continuous process and a major part of
the management role. In business, it is a
formalised process that happens on an
annual basis. But why wait a year to tell
someone they’re not doing a good job –
or promote them if they are?

Choices, choices…
Finding the right players for the team is, of
course, key to success, and many sporting
managers are surprised at how little time
and effort the business world seems to
expend in recruitment and selection.
There can be few human resource
managers or staff partners who cannot
recall occasions when new recruits have
failed to live up to the promise of their CV.
Indeed, surveys show that a considerable
number of CVs bear little relation to the
achievements and abilities of the authors.
This is extremely rare in the world of
sport: managers are far more rigorous in
their selection process and take nothing
for granted. Personality profiling is
now common for new players, with the
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resulting report used by the manager to
better understand the individual and how
they need to be handled.
One of the big advantages sporting
managers have is their ability to drop
underperforming or disruptive players.
Legislation in the commercial world makes
it far more difficult – yet another reason
for businesses to take a great deal more
time and trouble with their staff selection.
Another vital element of success in
sporting management is the level of
responsibility that managers give to their
players. Many include more experienced
members of the team in discussions
about tactics and team selection. First,
this allows the players to feel a part of the
chosen methods and goals of the team,
thereby strengthening their commitment.
Second, the more responsibility they have,
the better they will perform. They will feel
valued, their self-esteem will improve,
their belief in what they do will increase
and they will become more accountable
for their actions.
It is perhaps not surprising that the
rules for good management in sport are
broadly similar to those in business. The
ultimate objective is the same: working
together to achieve success. In business
terms this means growth and profitability;
in sporting terms it means accolades,
fame and, of course, increased earning
ability. Taking lessons from those who
coax extraordinary performances out of
extraordinary people will perhaps help
those whose task it is to coax extraordinary
performances out of ordinary people.
Ultimately, sport is about performance
and the three elements that go into it:
drive, determination and discipline. All
are found in every successful team; all are
found in every successful organisation.
They are essential motivators and can be
taught to the entire team or organisation,
helping to create a culture where people
can make a positive difference.
In its recognition of the power of
management, sport is leaps and bounds
ahead of much of the business world,
which still underrates the influence of
the immediate supervisor on employee
motivation and performance. This power
can be employed constructively or
destructively. As a former Manchester
United football manager said: ‘A good
manager can make a team 10% better, a
poor manager can make it 50% worse.’ ■
Phil Shohet, senior consultant,
Foulger Underwood

‘It is amazing
what you can
accomplish if you
do not care who
gets the credit’
Harry Truman

‘One learns
people through
the heart, not
through the eyes
or the intellect’
Mark Twain

‘A good manager
can make a team
10% better, a poor
manager can
make it
50% worse’
Sir Alex Ferguson

Top 10 leadership tips
1. Treat everyone as equals in the way
you speak to them.
2. Lead by example.
3. Provide continuous encouragement.
4. Do not dwell on mistakes or
apportion blame.
5. Make everyone feel part of the
same team – no cliques.

6. Involve everyone but keep your
distance.
7. Trust your subordinates’ judgment.
8. Ensure there is no hidden agenda;
inform everyone of the objectives.
9. Get rid of persistently disruptive
individuals.
10. Appear to be calm and in control.
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How to invest in the UK

Half the UK’s inward investments come from the US. Mike Hayes, Darren Jordan and
Richard Cummings offer would-be investors a guide for how to do it most effectively
The UK and US invest more in each
other’s businesses than they do in
those of any other country. In 2015,
the UK had the biggest share (16.1%)
of the US$484bn of foreign direct
investment (FDI) in the US, while
the US accounted for 46.8% of the
US$39.5bn of FDI into the UK.
This phenomenon is expected to
continue as the fundamental reasons for it
include strong historical and cultural ties,
a common language, the top 10 ranking
of both countries for ease of doing
business, a good supply of talented
people and an attractive tax regime – all

of which are characteristics that are likely
to remain in play.
There are several motives behind US
companies’ investment in the UK – and
also a number of challenges.

Strategic acquisition
Acquiring a UK-based business is a quick
way to secure a UK market presence.
However, it can be riskier than other
options because of the acquisition costs
and the integration challenges. The
acquirer needs to consider who will run
the entity once it has been acquired, and
what extra investment might be needed

– for example, in intellectual property (IP),
people, products and customers.
There are many useful tax reliefs
and exemptions that can be used when
dealing with acquisitions. Management
can often add value by seeking advice on
transactions to fully utilise these.

From scratch
When setting up an entity from scratch,
management has to think about what its
legal and operational structure should be,
and how the group wishes to run it.
If the entity will be serving existing
US customers in the UK market, then the
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business is usually run by someone from
the US group. However, if the customers
will be new, the operation is usually run by
a UK entrepreneur.
Both approaches present potential
difficulties – from ensuring that someone
is settling well into a new country, to
considering how a UK entrepreneur can
fit culturally into a US group, as they often
have different styles of doing business.
From a tax perspective, long-term
incentives such as stock options can
be complicated and require careful
consideration. But there are tax planning
opportunities in setting up the UK
structure and bringing someone over
from the US, which can make a significant
difference in reducing the tax cost.
When planning how to fund
investment in the UK, management
needs to consider potential movements
in foreign exchange, particularly given
the recent volatility in exchange rates.
Ideally, businesses try to match revenues
and costs, investment and funding, in
the local currency, although this is not
always possible.

are being enhanced for disposals on or
after 1 April 2017.
Both sets of exemptions have detailed
conditions that need to be met, but if this
can be achieved, then the UK becomes
an attractive jurisdiction to have a holding
company for, say, operating subsidiaries
in Europe.
The UK offers an attractive rate
of corporation tax to which limited
companies are liable. At the time of

Range of reliefs

writing this was 20%, but it dropped to
19% last month and will fall again (to 17%)
in April 2020. The rate of corporation tax
is the same throughout the UK, although
a 12.5% rate is proposed for Northern
Ireland from April 2018 to match the
corporation tax rate currently levied in the
Republic of Ireland.
Indirect taxes in the UK are significantly
different from those in the US. The main
UK indirect taxes are:
value added tax (VAT) – this applies
to supplies of goods and services in
the UK; there are no other sales or use
taxes in the UK
stamp duty – the most common
occasion for paying this tax is on
the acquisition of shares, when it is
charged at 0.5% of the consideration
paid by the purchaser
stamp duty land tax – chargeable on
the acquisition of freehold property
and leases at different rates depending
whether the property is residential
or commercial.

The UK offers a series of very attractive tax
reliefs, including:
R&D tax credits for SMEs, allowing
an enhanced deduction of up to
230% of qualifying expenditure when
calculating tax profits
plant and equipment tax relief,
particularly if they are energy-efficient
patent box regime, giving a 10% rate
of corporation tax on certain patentrelated income where the IP has been
created in the UK
film tax relief
TV and animation tax relief
video games tax relief.
Many businesses have chosen the UK as a
location for creative activities off the back
of these generous reliefs. The film relief
was likely to have been a factor when
Disney decided to film the current series
of Star Wars films in the UK.
There is no doubt that the UK is a
business and tax-friendly environment.
In 2016 it ranked seventh in the world for
ease of doing business – one place ahead
of the US.
The UK offers exemptions for dividends
and capital gains received by limited
companies, with generous participation
exemptions for dividends received and
gains realised on shareholdings of 10% or
more in trading companies. These rules

*
*
*
*
*
*

If tax relief
conditions can be
achieved, the UK
is an attractive
place to have a
holding company
with subsidiaries
in Europe

*
*
*

People business
US businesses, particularly those in certain
cities or states, struggle to find people with
certain technical skills. Setting up in the UK
may provide access to talent that wouldn’t
otherwise be available. But investors
beware: there are a number of significant

29

differences in the area of employment and
HR, not least around the emphasis placed
on work-life balance and family policies,
which are generous in the UK.
It isn’t always just financial benefits that
attract talent; flexible working is rapidly
becoming one of the most sought-after
perks that employees look for. Paid
personal days could be a great offering to
set a business apart, as they are still fairly
uncommon in the UK.
While the emphasis in US packages
is often placed on salary and medical
insurance, the latter is less essential for UK
employees because of the UK’s National
Health Service, and benefits such as
maternity insurance have little attraction
in the UK. Employees are more likely to
be tempted by pension schemes with
generous employer contributions.
Another key area to consider is
annual, parental and sick leave in the UK.
Employees are legally entitled to 20 days
of statutory holiday in addition to eight
public holidays a year. Parents are entitled
to up to 52 weeks’ statutory maternity,
adoption, surrogacy or shared parental
leave, much of which is paid; and statutory
sick pay and redundancy pay also have
minimum rates.
It is not uncommon for US groups to
use the UK as a launchpad for expanding
into Europe, the Middle East and Africa
(EMEA), which spans many countries and
languages. There is a host of practical
issues to consider here and obtaining
local advice to navigate these is essential.

Brexit factors
The UK and US will continue to invest
in each other’s businesses because of
the economic opportunities they offer,
which are broadly unaffected by the
forthcoming departure of the UK from the
EU. Although Brexit may result in some
industry-specific legislation affecting
specific sectors, it’s worth remembering
that the recent devaluation of the pound
makes the UK an even more cost-effective
place to set up business.
Seeking local advice may result in
greater costs upfront for a US business
interested in investing in the UK, but it
should ensure that it will let them set up
on the basis of best practice, and avoid
significant liabilities later. ■
Mike Hayes, tax partner, Darren
Jordan, business advisory partner, and
Richard Cummings, HR consultancy
director, at Kingston Smith
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The weakest link

Third-party trust and the management of supply chain risk are hard
to achieve without a global framework, argues Adrian Henriques
How far can you trace your
responsibilities? This question has a
practical and commercial dimension,
as well as a moral and philosophical
one. In terms of moral philosophy,
everything we do relies on and sets off
an endless chain of consequences. It
can be hard to trace the consequences
of our actions, but in so far as we can,
we are morally accountable for them.
Commercially speaking, the public’s
expectations of what companies are
responsible for are on the rise. Driven
by their consumers – and often by
environmental concerns – companies
are taking increased responsibility for
what they buy and the associated supply
chains, and for what they sell and the
associated ‘demand chains’. In short, the
entire value chain is under scrutiny.
Where the consequences are most
serious, these expectations have been
laid out in law. Elsewhere codes and best
practices exist that focus on transparency
and incentivise companies to change their
supply chain management processes.

Assessing the impact
Without knowing where the parts of a
product come from – and where they
go after manufacture and use – it is
not possible to put in place fully robust
processes to determine what their impact
may be. And without that knowledge,
not only will there be commercial risks,
but corporate strategies for responding
to environmental and social impact will
become haphazard.
Where customer health and corporate
reputation are at stake, traceability is taken
seriously. A significant proportion of the
fruit and vegetables sold by supermarkets
can be traced back not only to the farm
but sometimes to a small number of rows
of plants in a particular field.
Other industries also go to great
lengths to trace their products in use.
Rolls-Royce knows where its thousands of
aircraft engines are located at any point in
time. That is largely because the engines
are extremely expensive and incur great
costs when they are idle or out of service.
The globalisation of trade has made

the process of tracing supply chains
for many products highly complex.
Traceability problems expose businesses
of all kinds to compliance, reputation and
financial risks.
Currently there is no feasible, credible
and widely accepted framework or set
of standards for assuring the source or
destination of materials, components and
ingredients throughout a value chain.
Organisations that have a measure of
vertical integration in their operations may
develop proprietary traceability systems.
Some industries have cross-sector
systems, for example in IT. But the picture
is fragmented.
There are plans to develop an ISO
‘chain of custody’ standard. This might
set out the various ways in which a
sequence of owners of goods
should relate to each other in
order to capture the identities
of the different owners as the
product progresses through the
supply chain. But the standard
is not designed to answer the question
‘how far can you trace the product along
the value chain?’, except in a rather
roundabout way.
Some new technologies are
being deployed (or old ones
repurposed) that can dramatically
help with traceability. These include
DNA testing, radio-frequency
identification techniques and
isotope analysis. But without a
framework to understand the
traceability implications, it
will be hard to make best
use of them in a value
chain context.
So what could a
general traceability
framework or
standard do? Ideally
it would:
compare and
facilitate the
integration of
the existing
traceability
landscape into
a demonstrably

*

effective
traceability
system
introduce
cost savings in the
implementation
of traceability
independently in
new areas
assess, as part of due
diligence, the level of
traceability achieved by
a given system
deliver economic and
social benefit derived from
sharing good practice and
encouraging traceability across
an increasingly wide range of
economic activity.
It’s important to understand
your business’s ecosystem and
its multiple interactions, but a
standardised assurance framework
would help enormously in supply
chain management. ■

*

*

*

Adrian Henriques is professor
of accountability and CSR at
Middlesex University, UK

Globalisation
complicates the
tracing of supply
chains, exposing
businesses to
compliance,
reputation and
financial risks
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The view from

Jean-Max Appanah FCCA, managing partner of his own
practice and co-founder of Smart Moves for Entrepreneurs
In 2009, I decided to head back home
to Mauritius. After a spell in commerce
and industry, I set up my own accountancy
and consultancy practice, JM Appanah
& Co, in 2012. Most professionals chase
big companies – only a few really service
the needs of the small businesses on the
island – in Mauritius there are 125,000
small businesses employing 275,000 staff
and accounting for 35% of the country’s
GDP. I have had to reinvent myself as an
accountant with an entrepreneurial flair. I
see myself as a partner to my clients, not
as a mere service provider.

Managing people from an early age
through my local church activities made
me realise that one day I would run my
own business. Unlike my siblings, who
went to university after A-levels, I went for
first-hand experience, working with the
financial controller of a company. I soon
realised how the role of the accountant
is vital to a business, and how with a
humane touch accountants can transform
the lives of so many people.
I started as an accountant trainee in a
two-partner firm in Surrey, England. I
moved on to a number of medium firms
in London and the US, and then to EY
at its London HQ, all thanks to ACCA.
ACCA has shown me the way, in meeting
the right mentors, tutors, partners and
colleagues around the world.

Most professionals
chase big
companies –
only a few really
service the
needs of small
businesses in
Mauritius

Technology has enabled the sole
practitioner to perform better. With
cloud technology, I am able to share data
and hold regular meetings with my team
in Mauritius while I am abroad.
In 2015, in association with my PR
partner, we launched the Smart Moves
for Entrepreneurs Network. Our aim is
to be the voice of small business owners.
Doubling and opening my portfolio of
clients by teaming up with like-minded
professionals will increase clients’
turnover. I enjoy finding the right solution
to local entrepreneurs’ businesses.
As the co-founder of Smart Moves
for Entrepreneurs, I see the value of
networking, creating synergies and links
among entrepreneurs.
I will have had 20 years in the
profession in June. ACCA’s CPD online
courses have transformed the life of sole
practitioners. I attend workshops and
conferences organised by the Mauritius
Institute of Professional Accountants
(MIPA) and the local ACCA branch. I also
seek technical advice from ACCA in the
UK and through the local office.
I enjoy watching Chelsea Football
Club, especially in what is looking like
a Premier League-winning season this
year. My apartment is walking distance
from the beach, and swimming in the blue
crystal waters each weekend is the best
workout ever. ■

Snapshot: forensic
accounting
The strong global market for
forensic accounting shows no signs
of contracting. Furthermore, with
cyber fraud and the increasing
appetite for investigating financial
irregularities and mismanagement
in global organisations, demand is
likely to grow substantially.
The work of forensic accountants
is varied. Typical investigations
include: fraud (by employees or
external parties); commercial,
shareholder or family disputes;
looking for diverted funds;
assessing maintainable income;
tax disputes; criminal matters; and
insurance loss claims.
Typically forensic accountants
are qualified accountants who
move into the specialism. While
there is no formal requirement for
further qualifications, most will join
a relevant professional body such
as the Academy of Experts or the
Expert Witness Institute.
Key skills include an enquiring
mind and the ability to think
outside the box. Forensic
accountants need to be able to put
their views across under crossexamination and within mediation
or other negotiations. They also
need to be flexible and able to deal
with the unexpected.
If they work alone or in a smaller
firm, they will need a credible
reputation to be able to win work
from instructing lawyers and clients.
Fiona Hotston Moore, head of
forensic accounting at Ensors
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The tricky tax

India’s rollout of what looks like being a fearsomely complex goods and services tax
poses challenging accounting issues for companies and advisers alike
India’s goods and services tax (GST)
regime is set to launch on 1 July,
with a slew of complicating features
that practitioners will need to be
aware of, such as multiple tax rates
and a separate law to guarantee
minimum revenues to the country’s
states. The central government is
moving ahead with the plans, even as
the country’s US$2 trillion economy
recovers from the shock of November’s
withdrawal of high-value banknotes.
Meanwhile, the actual GST rates to be
imposed on specific products are still
under discussion.
MS Mani, senior director for indirect
tax at Deloitte India in Mumbai, says:
‘Given that there are tens of thousands
of different commodities and for each
of them a GST rate has to be fixed that
all the 29 states agree with, it is a very
difficult task.’
In November 2016, the newly formed
GST Council, made up of central and
state government representatives,
decided there would be four different
GST tax rates (5%, 12%, 18% and 28%) as
well as a zero-rated category. Moreover,
alcohol was excluded permanently from
GST while petroleum products remain
excluded for the first two years. Alcohol
and petrol products will continue to be
taxed by existing systems, which vary
widely across India. Tobacco products,
fizzy drinks and luxury goods, including
larger cars, will be in the GST net, but
will also attract an additional special tax,
which may vary per product and will be
decided separately.
According to Mani, this complexity
has fuelled anxiety among manufacturers
as most countries that apply GST have
a single standard rate. In Singapore,
for instance, GST is charged on nonexempt goods at a uniform 7%. ‘There
are companies [in India] that manufacture
thousands of different products and
need to fix their prices according to the
respective rates,’ Mani points out.
Furthermore, service industries are still
waiting for guidance on the rates that will
apply to them, and it is not certain if there

will be one dominant rate for services or a
range of rates, as with goods. According
to Mani, this decision should not pose
such a challenge as there are merely
hundreds of categories of services rather
than the thousands of categories that
exist for goods.

A fine balance
The rationale behind the multiple rates
(called ‘tax slabs’ in Indian fiscal jargon) is
to maintain a balance between possible
revenue losses and inflationary pressures,
according to Himanshu Tewari, partner
at BMR Advisors, a tax, risk and mergers
advice firm in Mumbai. He adds: ‘Most of
the mass consumption products are likely
to be put into a lower tax slab.’
However, multiple tax rates are likely
to create conflict over GST returns, with
possible litigation between the regulators
and taxpayers, he warns. ‘A product
may be considered by an assessee in a
particular tax slab, but the administration
may feel that it is in a higher slab.
Hopefully, in the next five to 10 years
as more data is gathered, these tax
slabs would start converging to three or
even two.’
Although business is hoping for
consolidation of multiple rates, the new
GST law includes a provision to levy
even higher rates – up to 40%. Indian
finance minister Arun Jaitley has, however,
assured business that this provision is only
for contingency in case of unanticipated

‘There are tens
of thousands
of different
commodities and
for each one a
GST rate has to be
fixed that all 29
states agree with’

revenue shortages. ‘The cap rate in the
legislation is always put at a higher level
to leave a headspace,’ he told journalists
in New Delhi on 4 March.
Meanwhile, implementation rolls on.
The original deadline for the introduction
of GST was 1 April, but in January this
was put back to 1 July, providing a short
breathing space. Tewari says that with
agreement from every state government
for the new tax having to be secured by
this deadline, the central government has
had to yield to demands from states that
they have administrative control over GST
audits. ‘Apparently, there is also some
heartburn in the central GST organisation
about the degree of flexibility that has
been offered to the states in audit and the
administrative machinery.’

Political tussles
These shifts reflect the political struggles
going on behind the scenes, with states
concerned about losing their financial
autonomy if they don’t have an equal
say in the implementation of GST, Tewari
explains. More importantly, he says, they
want to make sure that the introduction
of GST does not lead to any fall in their
revenues – the tax will replace a complex
series of national, state and local levies.
Indeed, as part of the GST rollout, the
Indian parliament is expected to pass a
GST (Compensation to the States for Loss
of Revenue) Bill soon. The bill commits
the central government to guaranteeing
that it will compensate states for any
revenue losses in the first five years of
GST operation.
The role of state governments in GST
implementation will result in extra tax
filings and more accounting. Mani says:
‘They will now have to make state-wise
books of accounts, at least up to the trial
balance stage, as the tax returns will have
to be filed for every state of operations.
It is a very critical change that many
businesses are dealing with right now.’
Accountants will also have to help
businesses in reconciling GST returns with
their accounts – work that is not required
under the current patchwork of separate
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sales taxes and fees. Furthermore, tax
complexity will be heightened by the fact
that GST will come into force during the
course of the financial year, which in India
begins on 1 April.
The introduction of GST will also have
an effect on reported revenues, forcing
companies to explain to investors how
their new numbers compare with previous
years’ accounts, says Sumit Seth, partner
and leader at the Indian arm of PwC in
Mumbai. For example, under current
Indian accounting practice, which is
closely linked to International Financial
Reporting Standards (IFRS), excise duty
is included within revenue and shown
separately as an expense, but under the
GST system, excise duties will disappear.
In 2016, one year after most larger
Indian companies had adopted IFRSbased rules, the revenues of the top 100

companies on India’s National Stock
Exchange in Mumbai went up 4%, but that
figure will fall back once GST is rolled out.

Shocks in store
Chas Roy-Chowdhury, ACCA’s head
of taxation, warns that there could be
unintended consequences and nasty
surprises for businesses, especially if some
tax officials implement the new rules
rigidly. ‘It could degenerate into being
a serious problem,’ he says. ‘The system
could take as long as two years to start
operating properly.’
Other challenges posed by switching
to GST will include the digitisation
and uploading of data onto the newly
installed servers of GST Network (GSTN),
a corporate entity established in 2013
to provide a shared IT infrastructure and
GST-related services to government
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agencies and taxpayers, and training and
consultancy to the tax authorities. This
process will pose a particular difficulty to
smaller companies and traders who lack
the ability and technology to digitise their
tax documents, Tewari says.
But many larger companies are better
prepared for GST than would have
been predicted a year ago. Ironically,
the government’s heavily criticised
demonetisation of 500 and 1,000-rupee
notes may have pushed them into
accelerating their GST preparations by
forcing them to do money transfers online.
Mani says: ‘It has compelled many
businesses to go digital [in their financial
transactions] and thereby become
more organised.’ ■
Raghavendra Verma, journalist based in
New Delhi
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The tech/talent squeeze

A global survey by the International Federation of Accountants (IFAC) reflects growing
talent and technology challenges for small and medium-sized practices

Recruit/retain to the fore for first time

The biggest technology issues

Accountants working in small and medium-sized
practices (SMPs) around the world are facing
heightened staffing challenges, according to the latest
IFAC global SMP survey, which covered over 5,000
respondents in 164 countries. It is the first time that
staffing has made it into the top four challenges since
the first survey in 2011.

SMPs regard cloud, the resource requirement and
digitalisation as their big tech challenges, ahead of security
(31%), choosing a solution (31%), and big data (27%).

41%

41%

33%

41%

42%

44%

■ 2016 ■ 2015

47%

46%

Top global challenges (combined high/very high ratings)
38%
Moving to
the cloud

37%
Investing in
software and
staying up to
date

36%
Investing in
hardware
and staying
up to date

36%
Achieving
a digital,
paperless
environment

Finances on the up
Half the firms (52%) reported a higher total fee income
for 2016 than 2015. The graphic shows the range of firms
reporting performance across four discrete service lines.
Attracting
new clients

Attracting
new and
retaining
existing staff

Keeping up
with new
regulations/
standards

Experiencing
pressure to
reduce fees

Other global challenges 2016 (rated high/very high)

2016 performance for audit/tax/advisory/accounting
13–17%
Reported income
fell moderately

8% or less
Reported income
fell substantially

39% Rising costs
39% Differentiating from competition
35% Technology developments
34% Serving clients operating internationally

33–37%
Reported income
stayed the same

26–31%
Reported income
rose moderately

6% or less
Reported income
rose substantially

33% Personnel and staffing issues
32% Managing cashflow and late payments
23% Retaining clients

Better times ahead
Most SMPs predict fee income will rise or stay the same in
2017 – the ranges below encompass four service lines.

23% Succession planning

For more information:

45–55%
of SMPs with 21+
partners and staff

VS

33–44%
of sole
practitioners

IFAC’s global SMP survey is at bit.ly/IFAC-SMP
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The rise of the machines

Artificial intelligence has the power to take the drudgery out of routine tasks in financial
and legal services – but it could also lead to the widespread loss of entry-level jobs

T

echno-fear is nothing new. Worries that advancing
technology could lead to mass unemployment can be
traced back to the start of the industrial revolution
in the 18th century – and have never entirely disappeared.
A pamphlet written in the early 1800s by the Luddites,
textile workers whose livelihoods were threatened by the
growing use of machines, argued that such inventions were
‘expedients for dispensing with the labour of the poor’. Fastforward to the US of the early 1960s and President John F.
Kennedy said that the decade’s biggest domestic challenge
would be to ‘maintain full employment at a time when
automation … is replacing men’.
So far these dystopian predictions have not come true. As
technology has advanced, it has displaced routine jobs, only
to create new, more creative and value-added alternatives.
‘Throughout history, technological progress has often been
disruptive, but it has not been a net destroyer of jobs for
economies as a whole,’ says Mark Zandi, chief economist at
Moody’s Analytics, a subsidiary of the credit rating agency.
But some experts worry that this time it could be different,
and that artificial intelligence (AI) and advanced robotics
could be poised to take a big chunk out of the labour market.
Almost half of American workers have jobs that are at high risk
of automation, according to The Future of Employment: How
susceptible are jobs to computerisation?, a 2013 paper by
Oxford University’s Carl Frey and Michael Osborne.
‘Among the main worries is that technology is encroaching
further into white-collar jobs,’ says Fiona Czerniawska, a
co-founder of Source Global Research and a former head of
strategic planning for EY in the UK. ‘Instead of just replacing
manual and low-skilled jobs, machines are increasingly capable
of replacing intellectual labour too.’
Workers in the professional services sector, who might

have considered their jobs too highly skilled to be vulnerable,
are now in the line of fire, Czerniawska argues. Accounting,
auditing, bookkeeping and tax preparation were listed by Frey
and Osborne as among the functions most at risk of being
automated. ‘All of the major firms are investing heavily in
technology that will automate the more routine parts of the
audit process,’ says Czerniawska.
Deloitte, which can trace its origins back to the 1840s,
has been at the forefront. In March 2016 the firm announced
an alliance with Kira Systems to deploy artificial intelligence
software that it said would ‘free workers from the tedium of
reviewing contracts and other documents’. The technology has
the potential radically to accelerate the process of analysing
documents, which lies behind a host of business activities, from
mergers to leasing arrangements.
Craig Muraskin, managing director of Deloitte’s US Innovation
group, notes that ‘wading through miles of corporate jargon,
hunting for key words and patterns, can consume considerable
time and resources’. Technological advances would enable
Deloitte to redeploy talent ‘to higher-value activities’ and permit
its human workforce to focus on ‘more strategic matters’, he says.
Meanwhile, KPMG has been making use of AI from McLaren
Applied Technologies to speed up and improve the accuracy of
evidence gathering and the production of reports.
Such systems have been gaining ground in legal services
too. The UK law firm Freshfields, which has been legal adviser to
the Bank of England since 1743, is another venerable institution
that has enthusiastically adopted artificial intelligence. It claims
to have boosted efficiency by between 40% and 70% by using
software from Kira Systems.
‘This could be potentially revolutionary for professional
services firms, doing for them what robots did for assembly-line
manufacturing,’ says Czerniawska. ‘There is a lot of routine work
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‘If technology
removes the
lower steps
on the career
ladder, how do
companies create
the leaders of
the future?’

performed by investment banks, law
firms and auditors that can be largely
taken over by artificial intelligence.’
That could mean better value for
customers, and better accuracy and
speed. It would also change the jobs
mix in professional services companies,
with fewer routine, entry-level functions
and more roles focused on creative
thinking and analysis. Appealing
as this sounds, it could produce
problems. ‘Overall there would likely be far fewer people,’
says Czerniawska. ‘If the lower steps on the career ladder are
removed, how do companies create the leaders of the future?’
Technological change is already being reflected in the training
of accountants. ‘There is less need for simple bookkeeping tasks
and more for strategic thinking,’ says Dorothy Wood, head of
education at ACCA in Europe. ‘Accounting education has shifted
away from rote learning towards more business analysis.’
While the elimination of many routines should make countless
jobs more satisfying, it could contribute to rising inequality. ‘It is
an economy in which the rewards go disproportionately to those
with special talent and expertise, along with those who own the
technology that is reshaping the workplace,’ says Marc Chandler,
an economist at Brown Brothers Harriman in New York.
Many economists believe that advances in technology partly
explain the recent widening of the income gap, with median real
wages stagnating, while the earnings of the top tier have been
pulling away from the pack. The top 0.01% of American earners
managed to double their share of the national income from 3%
to 6% between 1995 and 2007. In contrast, as of late 2016, the
median household income in the US was 1.6% lower than in
2007, adjusted for prices, and 2.4% below the peak reached in

the boom of the late 1990s. And the
US is not alone. Average real Japanese
and German household incomes have
flatlined for more than a decade.
‘Technology has not been the only
force at work here, but has certainly
been a big contributor,’ says Chandler.
The rapid pace of this change
could prove an additional problem.
‘While technological progress has not
reduced overall employment, it has
produced periods of disruption and bouts of rising joblessness,’
says Zandi. ‘And the faster the rate of change the harder this can
be for societies to adjust to.’
Certainly, the development of AI appears to be accelerating.
In their 2014 book The Second Machine Age, MIT professors Erik
Brynjolfsson and Andrew McAfee cite recent developments in
driverless cars as an example of the breakneck pace of change. In
the early 2000s, some experts contended that such technologies
had hit a roadblock due to problems replicating some aspects of
driver behaviour, yet by 2010 Google had overcome these.
Amid such upheaval, those displaced by technology could
have less time than before to develop new skills and find new
opportunities. The need for lifelong learning in the workforce
could increase, as people seek to maintain their place in the
employment market. To keep one step ahead of the machines,
education and training systems would have to focus on the
kind of creative thinking or human interaction skills that artificial
intelligence cannot yet easily replicate. And governments would
have to rethink welfare systems to provide a safety net for those
forced out of their jobs by new technology. ■
Christopher Fitzgerald and Fernando Florez, journalists
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Boardroom revolution

In this post-truth world, activist CEOs should support the common good in business and
society, and drive the change that disillusioned workers want to see, says Robert Phillips

T

he only good thing about Brexit,’ a politician friend
remarked recently, ‘is that it finally woke everyone
from their slumber.’ The same could be said of the
chaotic insurgency of Donald Trump. We have quickly
realised that the settlement on which we once relied is
broken and the status quo is not the answer.
This principle applies to business as well as politics – though
some still believe business activism can be contained. I argue
otherwise: contagion is inevitable. Citizens are angry and their
voices have gone unheard, as workers as well as voters.
In his book The Second Curve, the management guru
Charles Handy points out that, in any corporation, 80% of
the workers are disengaged and don’t care, while 25% of
the 80% would actively sabotage the organisation they work
for. No longer can any leader rely on the dull, controlling
managerialism of the recent past, and a corresponding
corporate and political obsession with ‘risk mitigation’. Let’s

face it, no nation that was risk averse would have voted for
either Brexit or Trump.
Some are calling this ‘the post-truth age’; others ‘the new
normal’ or the ‘interregnum’, where the old is not yet dead and
the new has still to be born. Nomenclature matters little. ‘To
live in freedom,’ commented the 19th-century French political
scientist Alexis de Tocqueville, ‘one must grow used to a life full
of agitation, change and danger.’ This is the world as it is now
– seen as much in a workplace where people are threatened by
automation, zero-hours contracts and loss of voice, as it is in the
corridors of old political power.
Activism on the part of senior business leaders – sparked into
life from Silicon Valley in the aftermath of Trump’s election as US
president – is long overdue. Too many CEOs have been silent
for too long on issues from corporate misdemeanours (carbon
emissions, harassment, bribery – take your pick) and executive
pay, to climate change and slave labour, hoping the status quo
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will preserve them. Like their political
counterparts, they have relied on spin
(PR or the ghastly CSR – corporate
social responsibility) to save them. It
can’t and it won’t.

Out of control
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a licence to lead. Activist CEOs can
support the common good in business
and society – and drive the change
disenfranchised and disengaged
workers want to see. While there
are legal and regulatory obligations
placed on every organisation, there can
be no hiding behind these. Nor can
organisations blindly pursue the primacy
of shareholder value, called out by the
much-admired business leader Jack
Welch as ‘the world’s dumbest idea’.
To put it another way, the economist
Milton Friedman was wrong. The social
responsibility of business is to not to
maximise profit. There is a human, moral
and ethical dimension to business. But
understanding this is only part of the
journey. Actively supporting the common good is the right thing
to do. Human value trumps shareholder value in this new world,
whatever mad indices the markets may sometimes show.
Activist leaders in 2017 face four immediate battlegrounds.
First, they will have to fight for truth – and not be beguiled
by the dangerous pursuit of ‘fake news’ that so delights the
US president. They will need to take this fight to the frontline
of Facebook, Twitter and Google which, despite their recent
protestations, remain part of the problem, not the solution.
Second, they need to put away their superhero capes
and realise that this is no longer a battle they can fight alone.
Activist leaders, supported by the connecting power of digital,
will coalesce within new ecosystems of enlightened networks,
finding like-minded partners and bringing together people and
organisations to fight for the common good on real societal
issues – from healthcare to education, affordability and housing
to climate change. This will demonstrate a radical departure from
the lipstick-on-a-pig approaches of conventional CSR.
Third, activist leaders in business will champion human
potential. The motto should be ‘citizens – or people – first’. They
will need to challenge the false orthodoxy of measurement (we
measure ‘everything … except that which makes life worthwhile’,
as Senator Robert Kennedy put it half a century ago), and resist
the lure of buying ‘purpose’ from slick advertising agencies.
Finally, they will lead with courage – the courage to embrace
the agitation, change and danger about which de Tocqueville
wrote; the courage to speak with a ‘political’ voice; and the
courage to listen to wise crowds of employees and stakeholders,
embrace vulnerability and welcome dissent.
These are the new truths of the post-truth age. As George
Orwell wrote: ‘In times of universal deceit, telling the truth is a
revolutionary act.’ The counter-revolution can start now – and in
the boardroom. ■

If any CEO still
believes that they
are in control,
that belief lies
shattered. Old
hierarchies
continue to
crumble and fall

A failure to become active now – to
act with the radical honesty and
transparency that shuns spin altogether
– may well lead to sudden insurrections
in the workplace, too. If any CEO still
believes that they are in control, in
reality that belief lies shattered. No
one is in control any longer – even if
you have the words ‘chief executive’
on your business card. Old hierarchies
continue to crumble and fall.
The message of the anti-capitalist Occupy movement
early this decade should have served as the wake-up call to
the business world. ‘We are the 99%’ fired a warning shot of
disaffection (‘a cry of anger by people who felt they had been
abandoned by their leaders’, as the physicist and cosmologist
Stephen Hawking later put it) that was soon to multiply inside
and beyond corporations and ultimately manifest in votes for
Brexit and Trump.
Activist business leadership at that point – or public
leadership with a commitment to genuine accountability and
public value – would have enabled CEOs to escape from
their boardroom bunkers and PR-led echo chambers; listen to
dissenting voices inside and outside their organisations; undo
the hierarchies that were the source of their power; establish
new networks among co-workers and wider stakeholders
that supported the many, not the few; show humanity and
vulnerability; and create new models of shared or common value
that placed people and planet alongside profit. This is what CEO
activism looks like in practice. Ironically, in a world where every
leader and commentator seems to seek the holy grail of trust,
measures such as these would have surely helped earn that trust.

Beige and bland
In this new world, it is no longer maverick but essential that
business leaders escape the beige and the bland and have a
definite point of view. Among the global corporates, Unilever’s
Paul Polman is perhaps the best-known example, championing
his Sustainable Living Plan. Similar endeavours are being pursued
by KPMG in its Global Responsible Tax Project, the UK’s Royal
Institution of Chartered Surveyors in its public interest programme,
and the Chartered Institute of Personnel and Development in its
initiative The Future of Work Is Human. All put common good
front and centre (in the interests of transparency, they are also
clients of Jericho Chambers).
Enlightened, activist CEOs will still, naturally, behave partly
out of economic self-interest, protecting their licence to
operate. But business activism can go beyond this and create

Robert Phillips is the author of Trust Me, PR Is Dead and
co-founder of consultancy Jericho Chambers. He is a visiting
professor at City, University of London’s Cass Business School
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High-risk ventures
There are profits to be made in failed and fragile states – for those companies willing to
operate amid political and economic instability, and even the threat of violence

T

he ancient Celts had a saying: ‘To the brave belong
all things’, and in business, this remains true. Those
prepared to take big risks can reap big spoils. But they
can also stumble into disaster. Such calculations are always
made when foreign companies consider trading or investing
in ‘failed states’ or states at risk of failure.
Essentially such countries are unpredictable as business
jurisdictions. They may be mired in conflict or war, as Syria or
Yemen are; or unstable, like Iraq and Afghanistan; or they may
have a very weak state, as Somalia does. Foreign businesses still
operate in these places – but their representatives are in danger.
States do not have to suffer from endemic violence to be
regarded as ‘fragile’, an assessment that includes failed states.
In the view of Seth Kaplan, lecturer at the School of Advanced
International Studies at Johns Hopkins University, Washington
DC, and author of Fixing Fragile States, fragility should be seen
as a continuum. ‘Conflict is one side of the spectrum, and at
the other end is cross-border regions that are fragile,’ he says.
‘To me, war can change things, but the characteristics do not
[change]. About 50 to 60 countries are
fragile; only a few are violent.’
Common characteristics of fragile
states, according to Kaplan, are high
levels of institutional corruption;
government institutions, such as the
judiciary, not being independent; and
social fragmentation.
At the more dangerous end of the
spectrum, topping the Fragile States
Index 2016 drawn up by the thinktank Fund for Peace, are countries
at war or with violent insurgencies.
Somalia, South Sudan, Yemen and Syria
are in the Very High Alert category;
Afghanistan, Iraq, Nigeria and Pakistan
are classed as High Alert.
When a conflict starts, it typically

takes time for businesses not in immediate war zones to be
affected. Syria is a case in point. The conflict started in 2011, but
for one IT component manufacturer, based near Damascus, it was
not until 2013 that the business was forced to stop operations,
and then only for a matter of months – it is now operating again.
Electricity shortages were overcome using private generators,
but retaining staff was a major challenge. Another issue was
the multilateral sanctions imposed on Syria from 2011. These
affected the company’s ability to import raw materials, as well as
make payments through the international financial system. As the
conflict continued, the Syrian pound depreciated significantly,
further impeding business.
With US-dollar and euro trades forbidden by law, businesses
in Syria have to be imaginative to create the pricing stability
they need to stay afloat. They make verbal contracts, but as
these are not legal, trades are paid in Syrian pounds, agreed
on the day’s exchange rate. ‘When you work with clients you
don’t trust, you add 5-10% as a risk dividend factor,’ says the
Syrian-based executive, adding that the greasing of palms has
become standard operating procedure.
‘Everyone is part of the war economy.’
In Afghanistan, it is a similar story.
‘You either pay with money or with
time,’ says Sanzar Kakar, chairman of
the Kabul-based Afghanistan Holding
Group, which provides taxation,
accounting, auditing, procurement,
training and legal services. ‘If you
don’t pay a bribe, clearing taxes can
take six months.’ For many market
participants, he explains, it is a cost of
doing business.
Security is an additional expense,
costing up to US$1,000 per person per
day in Afghanistan for mobile patrols.
But unpredictability at the government
level can be a greater operational

‘When you work
with clients
you don’t trust,
you add 5-10% as
a risk dividend
factor. Everyone
is part of the war
economy’
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Nigeria

Nigeria has a viable government with control over most of
the country, but there are significant levels of corruption –
Nigeria is 136th in the 176-country Transparency International
Corruption Perceptions Index.
To succeed, says Tosin Oluyemi, a Lagos-based finance
professional and accountant at KPMG, companies need
to look carefully at recruitment, appointing effective staff
who understand the local business environment and how to
comply with regulation. ‘Issues that overseas organisations
find tough will pose little difficulty for those who know the
business,’ he says. ‘So how far you can do business depends
on who you’re working with.’
Tax officials can be unpredictable, but as Oluyemi notes:
‘A skilled tax manager can help a foreign company weather
the storm of a tax default and continue to do business.’

Syria

Businesses in Syria – now in its seventh year of conflict –
have to run the gauntlet of war, corruption and international
sanctions. But that has not stopped accounting majors
EY and Deloitte from operating there; Lebanese bank
subsidiaries also conduct business. Manufacturers and
traders, however, have to pay off state and non-state actors
at checkpoints to get goods from A to B.
Connections are key in Syria. ‘Big traders need preferential
deals [with certain members of President Bashar alAssad’s family], and everyone has a network,’ says a Syrian
manufacturer. Moreover, traders require a good global
network to get around sanctions.

South Sudan

The business opportunities brought by South Sudan’s
independence in 2011 have largely disappeared since civil
conflict restarted three years ago. Though the government
– a party to the violence – has continued to welcome

obstacle, and is often the reason, in addition to the corruption,
why companies quit unstable countries. For instance, two
telecommunications companies, Roshan and Etisalat, are trying
to exit Afghanistan after their bank accounts were frozen in a tax
dispute. ‘Investors are already worried about security, but when
the finance ministry says you are late on tax forms by one day,
issues an arrest warrant and puts you on a no-flight list, people
decide they just can’t do business here,’ Kakar says.
In Somalia, business is a gamble, and not for the fainthearted, says Mogadishu-based professional accountant and
business consultant Mohamed Noor. ‘Those who are lucky and
can manoeuvre through the rough and hostile business terrain
here can walk away with jackpots from their investments. But
those who are unlucky can lose all their investment in a day.’
Political instability, frequent clashes between clans, and
terrorist attacks, coupled with weak law enforcement and a

international businesses, security concerns and a turbulent
economy make operations virtually impossible.
Ian Dent, managing partner of accounting firm IDIAA,
which operates out of South Sudan’s capital, Juba, says one
of the biggest problems is rampant hyperinflation (at 470%
last December). Meanwhile, companies that pay employees
in US dollars face currency shortages. ‘The international
businesses that have been successful are in the services
sector – for example, banks and insurance companies,’ Dent
says. However, those fields are now crowded.

Zimbabwe

Ranked 16th on the Fund for Peace Fragile States Index,
Zimbabwe is laden with potential investment opportunities,
including mining and tourism, but has failed to attract
overseas investors. Disincentives include an ailing economy,
a long history of political volatility, company closures
and a proactive government policy favouring local blackZimbabwean-owned businesses.
Despite this, Kudakwashe Basikoro, a Harare accountant,
says investors eyeing Zimbabwe’s financial sector should not
be worried by the country’s Indigenisation and Economic
Empowerment Act, which gives the government power to
insist on 51% control of businesses by Zimbabweans. ‘The
financial services industry is one of the sectors that have been
exempted from the indigenisation laws,’ he says.
Concerns have, though, been raised about the release by
the government of new ‘bond notes’, supposedly backed by
US dollar reserves, to serve as a crypto-currency. The country
has had no local formal currency since the collapse of the
Zimbabwe dollar in 2009 amid hyperinflation. ‘The absence
of a lender of last resort is a big challenge in the financial
services sector,’ Basikoro says. ‘In addition to this, treasury
bills are not being liquefied on maturity. These are some of
the challenges that investors have to contend with, should
they decide to invest in Zimbabwe.’

feeble judicial system, mean that traders must arrange private
security, with locals on board. A responsible manager should
supervise security operations round the clock.
‘You need to have multiple supply chains in case one route
is shut down,’ Noor says. In many locations, it is also essential to
enter into a deal with a local ‘godfather’ to prevent attacks.
Clearly, the model can work. Somali business exists, but the
successful businesses are unlikely to welcome competition and
have the contacts to make life very difficult for newcomers. As
Noor says: ‘Those shrewd businessmen who thrive in fragile
markets will frustrate any efforts towards stability that might
threaten or bring competition to their enterprises.’ ■
Paul Cochrane in Beirut, Ramadhan Rajab in Nairobi,
Andrew Green in Berlin, Ceaser Mhukahuru in Harare and
Samuel Okocha in Lagos, journalists
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Supporting structure

For business to thrive it needs to be underpinned by a strong legal framework based on
four key principles: simplicity, transparency, fairness and accountability

B

usiness law is one of those things that we tend to take
for granted until something goes wrong; it is part of
the fabric of a successful economy. But what makes for
a strong and successful business law framework? What are
the essential elements that encourage the right behaviours
and economic success? A new report from ACCA strips
business law back to its fundamental framework in order to
answer these questions.
Tenets of Business Law is the latest in a series of policy papers
on key issues affecting the accountancy profession, building on
ACCA’s 12 tenets of tax, published in 2011. This latest paper
attempts to identify the key principles in business law that
underpin a good environment in which to do business. These
cover the three aspects of business law: the form of the business
(its legal personality, in other words); the regulation of internal
decision-making and conduct; and the relationship between the
business and external stakeholders – anyone affected by the
business’s activities.
The report begins by identifying four key principles that are
essential to a good legal environment for business.

Aim for simplicity
The laws that govern businesses should be stringent but not
complex. The report argues that simpler rules governing
business structures (meaning they are limited in scope and easy
to understand and explain) are easier to administer and therefore
do not impose a substantial cost burden on businesses. They are
also, the report continues, more difficult to break undetected.
Over the past century, though, the
regulatory burden on businesses has
grown significantly. The report puts
forward some suggestions that might
help to tackle this problem.
‘As a matter of expediency,’ say the
authors, ‘policymakers may consider
adopting a one-minus-two approach,
whereby for every new business law
adopted, two unnecessary laws are
removed.’ They also suggest the use
of ‘sunset clauses’ in business law,
under which a law expires automatically
at a certain date if it is not renewed:
‘In many cases socially undesirable
business outcomes can be traced
back to outdated and inappropriate
business forms being used. Revision of

the regulations can help to ensure that they remain up to date
and appropriate for society’s current needs.’

Be open and transparent
The second principle identified in the report is that lawmakers
should be open and transparent with businesses during the
development and implementation of business law. For the good
of society, business needs a predictable environment in which
to prosper, says the report; government should indicate as far as
possible the direction in which it intends to steer the business
environment to allow business to plan for the long term. In
practice this means consultation with stakeholders before new
business laws are implemented, and a ‘reasonable time frame’ in
which to implement new laws.

Behave consistently
The report stresses that business law must be applied
consistently and equally among business enterprises. This is
important for the effective application of law – because the
perception that regulation is designed exclusively for one
group will dissuade others from engaging with it – and also to
avoid protectionism and abuse of competition. ‘Governments
should be ready to step in where it becomes clear that
legitimate exploitation of competitive advantage has become
an abuse,’ says the report, ‘and especially so where such activity
is coordinated between interests to create an impression of
acceptability.’ Governments should also take care that the
application of uniform laws does not disadvantage particular
groups, it adds. ‘It may well be that
elements designed to deal with the
affairs of large or complex businesses
should be specifically disapplied for
smaller businesses for which they have
no direct relevance, especially where
smaller businesses may not have the
resources to deal with such burdens
and society would derive no benefit
from them.’

The perception
that regulation
is designed
exclusively for
one group will
dissuade others
from engaging
with it

Prepare to be accountable
The accountability of business fosters
trust, argues the report, and business
law should facilitate this. ‘Business
should be prepared and able to
explain their actions and strategies
to stakeholders,’ it says. ‘The legal
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framework within which business operates should be designed
so as to enable that openness, and at the same time give
stakeholders confidence that the disclosures presented by
business are complete, comparable and reliable.’
While these four principles are clear, they must have meaning
in practice to be effective. So how can this be achieved? The
report identifies a number of critical elements.
First, the law should provide a framework to resolve disputes
between businesses, in a fair and transparent way. Disputes
are inevitable and there are many ways of resolving them, from
mediation to formal court proceedings. Each of these mechanisms
should provide a reasonably rapid, cost-effective and confidential
resolution process. The report also suggests that arbitration
bodies should consider publishing the principles of their decisions,
which may over time reduce the need for formal processes. ‘In
jurisdictions where arbitration clauses are compulsory in commercial
agreements, recourse to the courts is comparatively rare, reducing
the burden on society of regulating private disputes,’ it adds.
Second, the report argues that the business law framework
should establish a system that encourages entrepreneurship and
enterprise. The most successful entrepreneurs are not simply
those that take risks but those that are able to manage risks
sensibly. The challenge is to balance the encouragement of risktaking against the risks of something going wrong. The report
makes a number of suggestions for achieving this, including a
limited liability corporate structure to reduce entrepreneurs’
exposure to risk, combined with systems to encourage sensible
risk-taking, or ‘generous’ limits around personal bankruptcy.

Third, the business law framework should foster an
ethical approach, which might take the form of a voluntary
code. ‘Encouraging businesses to adopt corporate social
responsibility principles is likely to encourage ethical business,’
the report adds.
Fourth, government should aim to establish a stable
environment for business. This includes instilling a degree of
confidence in the market and emphasising that it is supportive of
business, by acting against unfairness in the market, consistently
applying business laws, and encouraging regular communication
between government and business.
Finally, the report says that lawmakers should create a
framework in which business success makes a net positive
contribution to the prosperity of society. In practice, it adds, this
means acting to reduce bribery, encouraging business to engage
positively with its social environment, and supporting SMEs,
which employ the majority of workers in most jurisdictions.
By stripping back the complexity of business law to its
essential ingredients and purpose, the report lays bare the
requirements of a strong and successful legal framework. ■
Liz Fisher, journalist
For more information:
For more on ACCA’s policy papers, see bit.ly/ACCAbizlaw. Forthcoming topics in the series are audit quality,
corporate reporting and corporate governance
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Career boost

In a competitive world, everyone needs to future-proof themselves against the risk of
redundancy, says our talent doctor Rob Yeung; plus, how to avoid overload at work

Talent doctor: employability

Dr Rob Yeung is an
organisational psychologist
and coach at consultancy
Talentspace
I recently ran a workshop for finance
professionals at an energy business.
The business had merged with a
competitor and was closing down
the department. The organisation
hired me to advise these shocked
individuals on how to rewrite their
CVs and interview successfully.
Unfortunately, the truth is that the
only way to ensure that you can find a
new job quickly is to start early and to
future-proof yourself. In an increasingly
competitive world, organisations will
do what they must to survive – and
that includes making you redundant,
no matter how hard you work or how
faithfully you serve your employer.
Don’t wait until you find yourself
unemployed before thinking about

your next job. Prepare now to ensure that
you stay employable or even promotable.
If you have worked for your current
employer for more than a year, consider
the following question: what have you
done in the past 12 months that is new
and noteworthy? If you struggle to answer
the question, then you may have fallen
into a common trap: repeating the same
work year after year.
You may be working long hours but
if most of your work from the past 12
months is similar to what you did in the
previous 12 months, then you are at risk.
The more repetitive your work, the greater
the chance you could be replaced by
someone cheaper, or by automation.
So be sure to pursue occasional
assignments or projects that allow you

to develop new skills or knowledge.
Remember that it’s not your employer’s
responsibility to give you such
opportunities. It is up to you and you
alone to identify and secure the kind of
work that would demonstrate to other
employers that you are continuing to
move forwards in your career.
The results of surveys worldwide
show that a significant proportion
of people find work through people
they already know. In other words,
your network matters. I’m sure
you understand the importance of
networking intellectually but how much
are you actually doing? When was the
last time you emailed an acquaintance
to suggest a breakfast meeting, lunch
or a drink after work?
What would happen if a recruiter
were to type your name into Google?
Yes, you may have a profile on
Facebook, Twitter or some other social
network. But is it one that affirms your
credibility as a professional? If the
answer is no, then I suggest deleting
your existing profile (or changing the
privacy settings) and setting up a new
one. Follow news outlets, professional
organisations and even individuals
you admire. Connect with other likeminded professionals. Comment and
share information relevant to your
career. You don’t have to spend more
than a few minutes doing this each
week. Just be sure to do it. ■

Be prepared
Watch Dr Rob Yeung’s
video on how to stay employable
at bit.ly/Y-futureproof

For more information:
talentspace.co.uk
@robyeung
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CFOs under pressure
More than a third (36%) of UK
finance directors have raised
concerns about increasing
workloads as their remit
evolves to support more
operational decision-making.
Research by recruiter
Robert Half Management
Resources has found
that CFOs and FDs are
having to balance finance
responsibilities with
developing business strategy
to help drive company
growth. In addition, nearly
two-fifths of FDs highlighted
the implementation of new
technologies as a priority for
the next 12 months.
However, this pressure on
CFOs should present some
interesting opportunities for
interim finance professionals.
According to the survey, CFOs
and FDs are planning to work
with interim professionals
in financial budgeting and
forecasting (42%), financial
planning and analysis (40%)
and controlling (40%).
In the long term, a third of
CFOs and FDs are planning
to use temporary or interim
professionals to fill vacant roles
or to support active expansion
in business transformation
projects. And 31% of finance
executives plan to add new
permanent positions to assist
in the company’s digitisation
and automation efforts over
the next 12 months.
Commenting on the
findings, Phil Sheridan, senior
managing director at Robert
Half, said: ‘The pace of change
continues to accelerate rapidly,
and digital transformation
is set to fundamentally
change businesses. CFOs are
focused on seeking out new
commercial opportunities
that support growth,
which means they need to
embrace the potential that
emerging technologies
offer, and consider whether
they have the right people
in the business to support
digitisation programmes.’
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The perfect: brain
How can workers be effective in the face of mounting distractions and decision overload?
The adult brain makes an astonishing 35,000 decisions each day. Factor in growing pressures
in the working world and the ease with which we distract ourselves, and the odds of getting
any productive work done lengthen considerably.
Part of the answer lies in establishing routines to limit decision-making. For example, Mark
Zuckerberg, Facebook CEO, famously only ever wears a grey t-shirt so he doesn’t have to
waste valuable thinking time on what to put on every morning.
As US president, Barack Obama used to limit himself to
taking only a certain number of decisions a day.
But another part of the solution is to understand why
the brain flits from one thing to another. It has only a
fixed amount of processing power. It’s possible to hear
and understand two conversations at once, but don’t
expect to be able to give equal weight to each.
In a work environment, what neurologists call
your ‘attentional switch’ can often be triggered
by social media. A bleep from an inbox or an
alert in a social media feed will throw the switch.
It takes a lot of cerebral effort to get back on track
after an interruption, especially since the brain responds
to ‘likes’ or email responses with a dopamine hit. So
close those apps, and put your device on silent mode.
If all this sounds very much like lowering expectations of
yourself, that’s because our expectations are now unhealthily
out of step with neurological realities. Cutting down
sources of distraction and limiting your decision-making
are key to avoiding overload.

Acclaim for KPMG US
KPMG was way ahead of its
Big Four rivals on Fortune
magazine’s list of the 100 Best
Companies to Work For in the
US. Internet search business
Google claimed the number
one spot, and KPMG narrowly
missed out on the top 10,
securing 12th place. PwC
was ranked 23rd on the list,
with EY 29th and Deloitte a
comparatively lowly 64th.
According to Fortune,
employees at the global
professional services firm ‘tout
the “constantly challenging
environment”’ in which they
are ‘empowered to continue
learning’. It revealed that
KPMG staff spend upwards of
50 hours in training per year
on average, while 14,700 have
official mentors. One staffer is
quoted as saying: ‘There could
not be a better place to launch
a career.’
The survey results will be
a boost to KPMG’s incoming

global chairman, Bill Thomas,
who has served as chairman
of KPMG’s Americas region
since 2014, and been a
member of the global board
since 2009. A statement from
the firm credited him with
being a leader in ‘defining
KPMG’s global strategy, and
a champion in promoting an
inclusive and high-performing
culture throughout the
KPMG network’.

Opportunities in UAE
The economy of the United
Arab Emirates (UAE) has taken
a battering from the oil price
slump in recent years but
there is still steady demand
for accountants within the
federation of emirates.
According to a salary
guide produced by
recruitment company
Cooper Fitch, businesses
across the UAE continue to
hire finance and accounting
professionals with formal

qualifications, such as ACCA’s,
international experience and
knowledge of implementing
financial discipline and
improved controls.
Opportunities are likely to
increase as oil prices recover
and Dubai makes preparations
for Expo 2020. The Big Four
firms are also seeking out risk
advisory and forensics experts
who are bilingual in Arabic
and English.
Nevertheless, the guide
warns that salaries for finance
and accounting professionals
are expected to come under
downward pressure in 2017,
‘with stricter hiring criteria
and more rigorous interview
processes, compounded
by an oversupply of locally
available, well-qualified talent’.
Overall, salaries across finance
functions are expected to
increase only marginally above
the rate of inflation in 2017. ■
Sally Percy, journalist
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Give and take

Successful negotiators don’t crack under pressure and know how to stay in control of the
process. Harry Mills offers expert advice on making and obtaining concessions

A

n actor negotiating a contract with movie mogul
Sam Goldwyn demanded $1,500 a week. ‘You’re not
asking for $1,500 a week,’ snapped back Goldwyn.
‘You’re asking $1,200 and I’m giving you $1,000.’
Exchanging concessions sits at the heart of the negotiation
process. Given the trade negotiations currently taking place
around the world between various nations and blocs, it seems
a good time to look at some of the negotiating strategies and
tactics that businesses might adopt to maximise their gains.
Before even making a concession, ask yourself what the value
of the concession is to the other party, what it will cost you and
what you will need in return. Then get all of the other party’s
demands on the table and make it clear that any concession on
any one item is conditional on agreement being reached on the
other outstanding issues.
Don’t fall into the trap of negotiating piecemeal – that is,
dealing with one issue at a time. It often seems common sense
to deal with issues in this way, but negotiators who do can
end up being chopped up like a salami. Typically, you make
concessions in the early stages then find you don’t have enough
left to trade for the more extreme demands that come later.
Treat all issues as part of a single package. So link a concession
in issue A to a small concession on issue B and possibly major
concessions on issues C and D.

Have room to move
Whenever you make an offer, give yourself plenty of room to
negotiate. If you’re selling, start high. If you’re buying, start
low. Opening positions, however, should always be realistic
and credible. If you can’t justify your demand, don’t make it.
Ridiculous demands simply generate hostility.
Avoid, if you can, being the first to make a major concession.
Try to get the other party to make the first concession. Losers
generally make the first concessions on major issues. So if you
do have to make the first concession to get momentum going,
make it on a minor issue.
It’s also important to control your concession rate. Winning
negotiators control their concession rate much better than
losers. Successful negotiators make smaller concessions, are
less generous and less predictable. And they don’t crack under
deadline pressure. Losers have less control. While many give
away little in the first half of a negotiation, most cave in later with
a series of large concessions.
Different concession rates send different messages. In the
box are four patterns of sellers cutting their prices over four
separate negotiation sessions. Negotiation 1’s pattern (0-0-0-800)

reveals the seller has held firm until the end and then made a
major concession. This pattern will encourage strong buyers to
hold out for more.
Negotiation 2’s pattern (200-200-200-200) is remarkable for its
consistency, but will achieve little except to encourage the buyer
to hold out for a further concession.
Negotiation 3’s pattern (95-190-250-265) would normally
be disastrous. It simply encourages the buyer to raise their
expectations at each stage.
Negotiation 4’s pattern (395-265-120-20) indicates a
willingness to negotiate but clearly signals that the seller has
reached their limit.
The ideal way to handle negotiations if you are a buyer is to
start low and give in slowly over a longer period of time. If you
are a seller, just turn it around. Start high and give in slowly.

Trade reluctantly
Make the other side toil for every concession they get. People
appreciate concessions they have to work hard for. Don’t
devalue your concessions with remarks such as ‘I’ll throw in free
delivery’ or ‘I’ll knock off $1,500’. Comments such as these simply
encourage the other side to ask for more.
Don’t give large concessions; make a series of small ones.
Small concessions signal firmness. If you give away a large
concession, you are acknowledging that your previous position
wasn’t credible. Large concessions often raise the expectations of
the other side. Be patient, and concede slowly. Negotiators who

Concession rates
Negotiation

1

2

3

4

Concession 1

0

200

95

395

Concession 2

0

200

190

265

Concession 3

0

200

250

120

Concession 4

800

200

265

20

Total conceded

800

800

800

800
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It may seem
common sense
to deal with one
issue at a time, but
negotiators who
do can end up
being chopped up
like a salami

move too fast easily lose control. Quick
negotiations are characterised by rapid
concession-making, which is invariably
disastrous for one side or the other.
Conserve your concessions. Don’t
give them away too early. Be prepared
to make the other party wait. They’ll
appreciate them more. Since you often
need a concession or two to close a
deal, you should always hold some in
reserve until the last stages.
Demand reciprocation. Never give away a concession
without getting a concession in return. Don’t give away anything
for nothing. Everything should be conceded in exchange for
something else.
Make all concessions conditional. To protect yourself from
giving away free concessions, preface all your offers with a
condition. Use the if/then formula:
If you agree to A, then I will agree to B.
If you will increase your discount to 42.5%, then I will pay
within seven days.
You should also be able to justify all concessions. For example,
‘We’ve been looking at our component’s costings, and we can
lower our price by $4,350 now that we’ve been able to source it
from a new Korean-based supplier.’
Tit-for-tat concessions are unwise. Don’t fall into the trap of
matching the other side’s concessions. If they have conceded
$800, try offering $600. If they protest, then reply, ‘I’m sorry, but
that’s all we can afford.’ Likewise, don’t give up a concession
simply because it’s your turn. If they’re prepared to keep
conceding without a reciprocal concession from you, let them –
they may have more room to concede than you have.

*
*

You need to be wary of split-thedifference offers. I know a buyer who
commonly makes a low opening offer,
raises it a little, then offers to ‘split
the difference’. It’s remarkable how
often the other party falls for it. On the
surface it seems so reasonable, but
when you analyse the split it always
seems to favour the proposer.
Before you agree to any such offer,
calculate where the split will occur and
where this fits into your settlement range. If you turn such an
offer down, grab the initiative back by countering with your own
proposal: ‘I’m sorry I can’t afford to split the difference but this
is what we can do.’
Track all concessions. As you keep track of all the offers and
concessions, patterns should emerge that give insights into your
opponent’s priorities. If, for example, a buyer has conceded
twice on price and has agreed to pay for after-hours service but
refuses to budge on the advance payment, the advance payment
is the top priority. You can then question the reasons for this
priority. Perhaps they have cash flow problems.
Similarly, if you want others to understand your priorities,
send signals that reinforce priorities. If quality is of paramount
importance, make sure your words, body language and offers
conform to that priority.
Finally, never forget the key to successful bargaining is to trade
what is cheap for you for what is valuable to the other side. ■

Harry Mills is the author of three books on negotiation and
is the subject matter expert on persuasion for the Harvard
ManageMentor programme
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Inquiring minds

In the latest in a series on good leadership, David Parmenter looks at the importance of
learning-agility, the lifelong thirst for knowledge that all great leaders share

F

ew organisations have invested as much in creating a
learning environment as the US multinational General
Electric (GE). When Jack Welch took over as CEO
of GE in 1981, he continued to support the Crotonville
training centre for managers, which had been set up by his
predecessors. His support went as far as insisting that he
and his senior management team invest time and energy
delivering workshops. Welch knew that the team would learn
much from this ‘downward mentoring’. It would help clarify
concepts and energise them.
Great leaders have ‘learning agility’ – their thirst for
knowledge keeps them constantly looking at ways to move
their learning on. Welch was an avid reader of the financial
press and management journals. His advice to leaders was
‘read, read, read’. Yet many CFOs and financial controllers
appear to believe there is no need to study leadership further.
They know it all. This is isolating, foolish and career-limiting.
From an early age, the Antarctic explorer Sir Ernest
Shackleton looked for experiences that he could use in later
life. By the time he was 14, he was at sea as a cabin boy,
observing both great and not-so-great captains. He sought to
go on as many polar adventures as he could to prepare himself
to get to the South Pole. This level of preparation can also
be seen in the careers of the mountaineer Sir Edmund Hillary,
wartime prime minister Sir Winston Churchill and many other
eminent leaders. All experiences, whether good or bad, create
valuable learning opportunities.

Right-brain thinking
One of management guru Peter Drucker’s classic insights is to
approach problems with your ignorance. By this he means that
leaders, great leaders, do not regurgitate old methods for new
processes. They are open to creative right-brain thinking and
accept that ‘what everybody knows is frequently wrong’.
Drucker’s success as a consultant was down to approaching
problems in this way. He would ask the dumb questions that
got to the point. On meeting a CEO, when the opportunity was

right, he would ask, ‘If you were not in the business, would you
enter it now?’ If a negative response followed, he would then
ask, ‘What are you going to do about it?’
Carmaker Toyota is famous for its use of the ‘five whys’, a
problem-solving approach that works like peeling the layers
off an onion. To each answer to a ‘why’ question, you then ask,
‘Why is that?’ The rule states that by the fifth ‘why’ you will have
located the real problem and can then seek to rectify this.

Power of reinvention
Skilled leaders are constantly reinventing themselves. Welch’s
ability to reinvent himself and GE was pivotal to his success.
He pursued not just one major initiative while he headed the
conglomerate, but a whole host of initiatives, and focused
attention on each of them.
Welch’s leadership expertise grew and evolved through his
many roles, the courses he attended, his exposure to Drucker’s
thinking (Welch called Drucker the greatest management
thinker of the last century), and the management training he
personally delivered.

Next steps

1. Email me at parmenter@waymark.co.nz for a checklist to
develop learning agility
2. Check out the following books on leadership: The Definitive
Drucker (Elizabeth Haas Edersheim); Winning (Jack and Suzy
Welch); In Search of Excellence: Lessons from America’s BestRun Companies (Tom Peters and Robert H. Waterman)
3. Use the ‘five whys’ when you are next tasked with finding the
root cause of a problem. ■
David Parmenter is a writer and presenter on measuring,
monitoring and managing performance
For more information:
davidparmenter.com
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The International
Accounting Standards Board
(IASB) issued its annual
improvements to IFRS
Standards in January.
The improvements process
is how the board adjusts the
standards in areas where
they are unclear. While these
amendments generally do
not significantly change the
application of the standards,
it is important for entities
to determine any potential
impact by reviewing their
accounting policies. The
recent amendments contain
changes to three standards:
IAS 23, Borrowing Costs; IAS
12, Income Taxes; and IAS 28,
Investments in Associates and
Joint Ventures.

IAS 23, Borrowing Costs
The principle of IAS 23 is
that an entity must capitalise
interest on incurred borrowing
costs that are directly
attributable to obtaining a
qualifying asset. A qualifying
asset is one that takes a
substantial period of time to
get ready for use.

49

New and improved
Proposed changes to IAS 12, IAS 23 and IAS 28 are coming in via
the IASB’s annual improvements process, says Adam Deller
Under the existing
principle, paragraph 12 of
IAS 23 states that if funds
are borrowed specifically for
the purpose of obtaining a
qualifying asset, an entity
determines the amount
to be capitalised as the
actual borrowing costs
during the period, less
any investment income on
the temporary investment of
those borrowings.
If an entity borrows funds
generally, states paragraph 14,
the weighted average of the
borrowing costs applicable to
the borrowings of the entity is
applied to the expenditures
on that asset.
Under both of these
positions, the entity
capitalises the
borrowing costs until
the qualifying asset is
ready for its intended
use or sale.
Both of those positions
remain intact, but the
proposed amendment to
paragraph 14 states that when
a qualifying asset is ready
for its intended use or sale,
the outstanding borrowings
made specifically to obtain
that asset are treated as part

of the funds that are borrowed
generally. The proposed
amendment will not require
retrospective application but
will be applied prospectively.
The principle of ceasing to
capitalise the borrowing costs
on specific borrowings when
the asset is ready for use is
not controversial,
but the statement
to classify those
borrowings as part
Amendments
of the general pool
generally do
has raised some
debate. Some
not change the
commentators feel
application of
that including them
standards, but it
in the weightedaverage calculation
is important for
would be
entities to review
inaccurate, as the
cash flows on these
accounting policy
borrowings are
unlikely to remain

available, having been spent
on the qualifying asset for
which they were originally
intended.
Some commentators
who disagree with the
amendment believe that
this proposal is at odds with
the principle of avoidable
costs, which is a key part
of IAS 23. The concept
that the borrowing costs
are directly attributable
to the qualifying asset is
fundamental to this standard,
as it states that only borrowing
costs that are directly
attributable to the acquisition
construction or production
of a qualifying asset can be
capitalised.
Paragraph 10 of the
standard states that ‘the
borrowing costs that are
directly attributable to the
acquisition, construction or
production of a qualifying
asset are those that would
have been avoided if the
expenditure on the

»
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qualifying asset had
not been made’.
There is clearly merit in the
argument that the borrowing
costs on a loan used previously
are not directly attributable
to a new qualifying asset, as
the borrowing costs on loans
used for specific qualifying
assets that are now completed
cannot be avoided by not
acquiring a new asset.
However, these borrowings
are only dropping into the
‘general’ pool of borrowings
for the purpose of calculating
an effective rate. The amount
to be capitalised from this

pool will
still remain
the expenditure incurred
on the asset, multiplied
by the weighted average
cost of borrowings. It is
therefore unlikely that this
will have a significant impact
on the amount capitalised.
The amendment is more
a clarification of whether
the interest rate should be
included or not, and is not
intended to mean that specific
borrowing costs on these loans
can be recapitalised.

income taxes are payable
at a higher or lower rate if
part or all of the net profit or
retained earnings is paid out
as a dividend to shareholders
of the entity. In some other
jurisdictions, income taxes
may be refundable or
payable if part or all
of the net profit or
retained earnings is
paid out as a dividend
to shareholders of
the entity.’
Paragraph 52B
goes on to state
that the income tax
consequences of
dividends are more
directly linked to past
transactions or events
than to distributions
to owners. The tax
consequences are therefore
recognised in profit or loss
for the period, unless the
tax arises from a transaction
recognised elsewhere, such as
other comprehensive income.
The issue here is whether
the requirements of
paragraph 52B of IAS 12 apply
only in the circumstances
described in paragraph 52A
(ie when there are different
tax rates for distributed and
undistributed profits), or
whether they apply beyond
these circumstances – for
example, to all
payments on
financial

instruments classified as
equity if those payments are
distributions of profit.
The proposed amendment
is to clarify that the
requirements apply to all
income tax consequences
of dividends. It should not
be interpreted to mean that
an entity recognises the tax
consequences of all payments
on financial instruments
classified as equity in profit
or loss. The key is whether
the payments on these
instruments are distributions
of profits (dividends). If so, the
tax consequences should be
recorded in profit or loss.
There appears to be
general agreement with
the principle behind the
amendment to recognise
the tax consequences of
dividends in profit or loss.
There is slight concern that
the amendment doesn’t seem
to address the underlying
question of how to determine
whether a payment represents
a distribution of profits.
The Accounting Standards
Committee in Germany
has raised this concern,
stating that it believes this
key question of whether
payments are distribution
of profits has not been
answered. In agreement with
this, the European Financial
Reporting Advisory
Group has

IAS 12, Income Taxes

The proposed
amendment is to
clarify that the
requirements
apply to all
income tax
consequences of
dividends

The proposed
amendment to
IAS 12 is to clarify
whether the tax
consequences
of payments
on financial
instruments
classified as
equity should be
recorded in profit
or loss or equity.
Currently,
paragraph 52A
states: ‘In some
jurisdictions,
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commented that without
further guidance on whether
the payments are dividends
or not, there may not be an
improvement in consistent
application. Both these bodies
agree with the proposed
amendment but they would
like to see further guidance
issued on this key question.

IAS 28, Investments in
Associates and Joint
Ventures, and IFRS 9,
Financial Instruments
This amendment seeks to
clarify when IFRS 9 is applied
in relation to an investment in
an associate or joint venture.
Investments in associates
and joint ventures are
accounted for using equity
accounting, meaning that one
line is recorded in the statement
of financial position, showing
the value of the investment,
and one line in the statement of
profit or loss, showing the share
of profit from the associate or

joint venture.
IFRS 9 does
not apply to interests in
associates and joint ventures
that are accounted for using
the equity method. The issue
is whether it applies to longterm interest in an associate
or joint venture that forms
part of the net investment in
that venture but to which the
equity method is not applied.
The IASB aims to clarify that

these longterm interests are
included within the scope
of IFRS 9, meaning they will be
included within its impairment
requirements.
The proposed effective
date for the amendment
is 1 January 2018. This is
to align with the effective
date of IFRS 9 because the
proposed amendments clarify
the applicability of IFRS 9

51

to long-term interests. It is
easy to understand why the
IASB has set this date for the
amendment, especially in light
of the new expected credit loss
model under IFRS 9.
This proposal has largely
been welcomed, but there
is a feeling that it would be
helpful for the IASB to produce
illustrative examples.
Overall, these proposals are
welcomed and are expected
to be amended. It is possible
that the IASB will issue further
guidance, particularly in
relation to how the impairment
on the long-term interests
relating to associates and joint
ventures may be applied. The
question of how to determine
whether a payment is a
distribution of profits remains
largely unanswered, and is
likely to continue to be raised
for some time yet. ■
Adam Deller is a financial
reporting specialist and lecturer
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Keep it private

Any company handling the data of EU residents should start
preparing now for its stringent new data-protection rules
The digital economy is
built on the collection and
exchange of customer data,
including large amounts of
personal data – much of it
sensitive. For the digital
economy to grow, there has
to be public confidence that
this information is protected.
This is the context for new
EU data protection rules that
are due to come into force
on 25 May 2018. They replace
the 1995 data protection
directive, do not require any
enabling legislation to be
passed by the bloc’s national
governments, and extend the
scope of EU data protection
law to all foreign companies
that process the data of
EU residents. The rules are
designed to strengthen the
privacy rights of European
citizens and make businesses
more accountable for
data protection.
According to Andrus Ansip,
the European commissioner
for the digital single market:
‘With solid common standards
for data protection, people
can be sure they are in control
of their personal information.
And they can enjoy all the
services and opportunities of
a digital single market. We
should not see privacy and
data protection as holding
back economic activities.
They are, in fact, an essential
competitive advantage.’

A single regime
There are currently 28 different
data protection regimes across
Europe. The new legislation
will replace that patchwork
of rules with a single panEuropean piece of legislation.
The general data
protection regulation (GDPR)

Preparing for the GDPR

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

applies not only to EU
businesses but to any business
that offers goods or services to
European consumers. Failure
to comply with the new rules
could result in fines of up to
€20m (or 4% of total annual
global turnover).
While businesses will
recognise many of the
principles enshrined in
the GDPR, the regulation
includes new measures and
enhancements that will affect
systems and processes across
all business units.

1.	Awareness
Make sure that decision-makers and key people in your
organisation are aware that the law is changing. They
need to appreciate the impact this is likely to have.
2.	Information you hold
Document what personal data you hold, where it
came from and who you share it with. You may need to
organise an information audit.
3. Communicating privacy information
Review your current privacy notices and put a plan
in place to make any necessary changes in time for
GDPR implementation.
4. Individuals’ rights
Check your procedures to ensure they cover all the
rights individuals have, including how to delete
The changes
personal data and provide data electronically and in a
Among the changes that will
commonly used format.
be coming into force in May
5. Subject access requests
2018 are the introduction
Update your procedures and plan how you will handle
of data protection impact
requests in the new timescales.
assessments, mandatory
6. Legal basis for processing personal data
appointment of data
Look at the types of data processing you carry out,
protection officers for
identify the legal basis for doing so, and document it.
certain organisations, more
7. Consent
stringent rules for obtaining
Review how you are seeking, obtaining and recording
consent to collect and use
consent, and whether you need to make any changes.
personal data, tighter rules
8. Children
for data controllers and
Start thinking now about putting systems in place
data processors, changes
to verify individuals’ ages and to gather parental or
to data breach disclosure
guardian consent for the data processing activity.
requirements and the
9. Data breaches
introduction of substantial
Make sure you have the right procedures in place to
fines for failure to comply with
detect, report and investigate a personal data breach.
the GDPR.
10. Data protection impact assessments
Familiarise yourself now with the ICO’s
guidance on privacy impact assessments and
work out how and when to implement them.
‘Organisations will
11. Data protection officers (DPOs)
need technologies
Designate a DPO, if required, or someone
to take responsibility for data protection
in place to ensure
compliance, and assess where this role will sit in
an individual’s
your organisation’s structure and governance.
data is private and
12. International
If your organisation operates internationally,
is
correctly deleted
determine which data protection supervisory
if they are no
authority you come under.
Source: UK Information Commissioner’s Office (ICO)

longer a customer’
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Meeting these
requirements will be a
challenge for many businesses,
according to Pat Moran, a
PwC partner.
‘The GDPR introduces
widespread changes to the
current regulations, which
were last enacted in 1995,’
he explains. ‘For example, an
organisation handling another
organisation’s EU personal
data will now be directly liable
under the GDPR for failure to
meet certain obligations.
‘It impacts processes
across all business units, from
marketing to sales to IT. It will
need careful consideration and
collaboration with all heads of
functions involved to ensure
every aspect of the regulation
is adhered to by 25 May 2018.
Additionally, the regulation
adds genetic data and
biometric data as sensitive and
requiring special measures
and increased protection.’
The GDPR gives
individuals enhanced rights
over the processing of their
personal data and imposes

corresponding obligations
on organisations that collect
that data. Individuals will
have the right to have their
data deleted or transferred to
alternative service providers,
and will be able to sue for
material or non-material
damage arising from data
breaches. They will also
be able to participate in
group litigation.

Compliance
For businesses, the
operational and technical
difficulties of complying with
the GDPR will include knowing
when an individual’s data
should be recorded and when
it should be removed.
Moran says: ‘Organisations
will need to have sophisticated
technologies in place to
ensure an individual’s data
remains private, and if [they
are] no longer a customer that
it is correctly deleted from
records. This requires detailed
technical abilities, and
companies need to act now in
order to get ready to comply.’

Non-EU businesses that
offer goods or services to EU
consumers will also have to
comply with the GDPR. ‘The
regulation applies to any
organisation doing business in
the EU,’ explains Moran. ‘This
includes those organisations
with no establishment in the
EU, but which are selling
goods and services there.
For example, a US retailer
or technology company
that markets its products
or services to customers
based in the EU, via online,
will be impacted. The new
law also applies to those
service providers that handle
information about individuals
in the EU on behalf of other
organisations, even though
those organisations may not
be based in the EU.
‘Organisations and their
marketing functions will need

to be very vigilant and be
conscious when and if these
new regulations apply to them
and have the appropriate
processes in place.’

Getting up to speed
With just a year left to prepare,
businesses will need to get
up to speed quickly. Mazars
partner Liam McKenna says: ‘If
they haven’t already started,
organisations should begin
now to review their internal
procedures and controls
in light of the impending
changes under the GDPR, and
consider what amendments
to procedures will be required
and what other measures
should be taken to ensure they
are GDPR-ready. The penalties
could be severe for those who
do not comply.’ ■
Daisy Downes, journalist
For more information:

The UK Information Commissioner’s Office guide,
Preparing for the General Data Protection Regulation
(GDPR), is available at bit.ly/GDPR-12
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Technical update

A monthly roundup of the latest developments in financial reporting, audit, taxation
and legislation from the European Union, WTO, OECD and elsewhere
European Union

WTO

Shareholder changes

Trade agreement in force

Reforms to the EU
shareholders’ rights
directive (2007/36/EC) have
been approved by the
European Parliament. Key
changes, which are expected
to be formally approved by
the EU Council of Ministers,
include that institutional
investors and asset managers
declare how they invest in
a company and work with
their executives.
Also, the reforms insist
that proxy advisers disclose
key information about how
they have prepared their
recommendations for votes
in company meetings. And
intermediaries between
companies and shareholders,
such as banks, will assume a
duty to pass on information
about shareholder motions
and meetings. More at bit.ly/
eu-2014-0121.

The World Trade
Organization’s (WTO)
2013 Trade Facilitation
Agreement (TFA), now in
force, imposes requirements
on the WTO’s 164 member
jurisdictions to simplify and
clarify international import
and export procedures,
customs formalities and
transit requirements. The
goal is to make trade-related
administration easier and less
costly. See bit.ly/wto-trade.

VAT fraud consultation
The European Commission
has launched a public
consultation seeking expert
advice on how EU member
states can better cooperate
in fighting crossborder VAT
fraud. The EU executive
wants to work this feedback
into its ongoing efforts to
reform EU VAT rules. One
specific issue is how the EU
could better use its online
VAT Information Exchange
System (VIES) to battle VAT
fraud. It also wants data on
how anti-VAT fraud efforts
could save or cost businesses
money. Comments must be
submitted by 31 May. To take
part in the consultation, visit
bit.ly/eu-vat-con.

Corporate governance
AML law for NZ

Nigeria commits to IPSAS
An economic recovery and growth plan for 2017-20 has
been released by the Nigerian government that includes a
commitment for the country to introduce and comply with
International Public Sector Accounting Standards (IPSAS)
for public sector financial reporting. The plan would
also commit Nigeria to publish online state budgets
annually and budget implementation performance reports
quarterly. In addition, the country would develop IPSAScompliant software for state and local governments. For
full details, visit bit.ly/ipsas-nigeria.

Under an Anti-Money
Laundering and Countering
Financing of Terrorism
Amendment Bill proposed
to the country’s parliament,
New Zealand accountants
would gain the responsibility
to report suspicions that
their clients are involved
in money laundering or
terrorist financing. Such duties
would also be extended to
lawyers, conveyancers, real
estate agents and sports
gambling services. More at
bit.ly/nz-aml.

Taxation

OECD

New rate for South Africa

Argentina must act
The Organisation for
Economic Cooperation and
Development (OECD) has
called on the Argentine
government to pass
reforms making its companies
liable for foreign bribery,
enabling prosecutions of
Argentine citizens paying
bribes overseas. In an
assessment of Argentine

non-compliance with OECD
anti-bribery standards, the
OECD however accepted
that a ban on tax deductions
for bribes to foreign officials
has been enacted. See bit.ly/
oecd-arg.

The South African government
is introducing a new 45%
top-rate personal income tax
bracket for taxable annual
earnings exceeding 1.5 million
rand for the tax year to 28
February 2018 and onwards.
The previous top rate was 41%
for earnings above 708,310
rand – and this remains for
incomes up to 1.5 million rand.
The South African treasury
says that 100,000 taxpayers will

be affected. Find out more at
bit.ly/sa-top-rate.
Keith Nuthall, journalist

Audit
Laws and regulations
The International Auditing
and Assurance Standards
Board made minor changes
to ISA 250, Consideration
of Laws and Regulations
in an Audit of Financial
Statements, and the Financial
Reporting Council has
replicated these. The revised
ISA 250 will apply for audits
of financial statements for
periods starting on or after
15 December 2017. ■
Glenn Collins, head of
technical advisory, ACCA UK
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Pay as you grow

The pace of change in new technology is leading CFOs to look at new approaches to
funding IT investments. Ruth Hallinan FCCA and Paddy Ahearne look at the options
The CFO is becoming the
top decision-maker for
technology investments
in many organisations,
according to a study by
the Financial Executives
Research Foundation. In
nearly 500 enterprises
surveyed, 42% of all CIOs
report to the CFO, and in
three out of four companies,
the CFO has a major hand in
all IT spending.
CFOs have traditionally
preferred capital expenditure
(capex) over operating
expenses (opex) for
technology investments
because the former allows
them to take advantage of the
depreciation and amortisation
of those investments.
However, capital spending
on technology can create
difficulties for companies,
with a capex-financed IT
infrastructure often unable
to cope if the company
experiences growth.

Change is constant
If you work for a multinational
corporation, a medium-sized
business or a public-sector
organisation, then an efficient
IT infrastructure is essential.
Given the growing volumes
of data, increasingly large
networks, more stringent
security requirements and
regular software upgrades,
consistently investing in new
technology is the only way to
stay ahead of the competition.
CFOs keep a constant
eye on the changing patterns
of IT procurement. Over
the past few years, with the
advent of cloud and hybrid
cloud services, we’ve seen a
lot of customers move their
technology budgets away from

Capex

Opex

Cashflow

Heavy cash injections
required

Smoothes out over time

Budgeting

Time spent on estimating
spend and difficulty in
estimating future capacity
accurately

Time spent is minimised,
which speeds up the
budgeting process

Scalability/flexibility

Capacity is set at the time
of the initial purchase and is
not easily scalable if growth
is incorrectly anticipated at
that time

Only pay for the capacity
required, which can
easily be increased as
growth occurs

Ease of funding

Need to borrow money or
divert from other projects

Easier to fund expenses
through operations

being capex-intensive and
more towards opex. This shift
is often driven by the nature
of the cloud and off-premises
services being provided.
Additional benefits are
immediately felt if a company
decides to move its IT
infrastructure to the cloud,
as it no longer needs to
dedicate the same resources,
time and space for hardware
and software. The cloud
brings further efficiencies
because many processes are
automated and standardised.
Services, features and options

can be purchased as required
and used on demand, so
companies aren’t paying for
underused capacity. Service
providers offer a monitored
and billed pay-as-you-grow
environment that many CFOs
and CEOs around the world
are charging their CIOs
to replicate in their onsite
production environments.
It is precisely because
companies are finding it
difficult to keep abreast of
technology developments
that CFOs are moving towards
financing their IT procurement
through opex.
Operating
expenses are
generally used for
the day-to-day
A capex-financed
costs of running
IT infrastructure
a business, which
are prone to
is often unable
fluctuation. Putting
to cope if the
technology into
the operating
company
spend category
experiences
can deliver
specific benefits
growth
to companies, as
outlined above.

What’s on offer?
The accounting benefits
associated with cloud
provision have seen
some major technology
companies look at IT
services, products and
packages that can support
their moves towards
operational spend.
There is a wide variety
of flexible financing models
available such as opex
(leasing) models that can be
structured to suit business
agendas. This allows
organisations to benefit
from the latest technology
today without having to find
the funds upfront to pay
for it, therefore freeing up
corporate capital to invest
in new growth engines for
the business.
CFOs need to maximise
investment in their IT
infrastructure by seeking
out flexible and transparent
financial offerings from
vendors. Customers have
increasingly looked to
vendors to provide alternative
investment and procurement
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methods that may not have
been considered in the past.
Two examples of opex
structures are operating
leases and enterprise
licence agreements. Let’s take
a look at each in turn.

Operating lease
There are two main tests
that should be satisfied if
companies are to account
correctly for an operating
lease structure.
1. The 90:10 test
The test that proves
whether a lease is a
finance or operating
lease is determined
mainly by who gains
and loses as a result
of risk and reward.
If an operating lease
is to be structured
as opex, the lessor
must take on an
element of risk in the
assets being financed.
This risk is known as
residual investment, which
can be recouped by the
lessor at the end of the
primary term by selling
the returned assets. The
90:10 test reveals whether
the lessor has risk in the
assets by determining
if the net present value
of the rentals equates
to less than 90% of the
asset cost.
2. US GAAP 75% test
Under US GAAP, the
term of the operating
lease cannot exceed 75%
of the useful economic
life of the assets being
leased. If the assets have
an expected economic life
of five years (as is typical
with IT), then the primary
term of the operating lease
cannot be any longer than
3.75 years. For anything
over this, the lease would
typically be deemed a
capital/finance lease
(capex structure).
With all companies, the CFO’s
choice of accounting structure
will be subject to the auditor’s

final decision,
and this can vary from
company to company.

Enterprise licence
agreement
An enterprise licence
agreement is a single,
software-only contract
that consolidates licence
and maintenance billing,
and makes annual spend
much more predictable. It
presents an opportunity for
savings over business-asusual by capturing economies
of scale and scope through
a strategic commitment to
a vendor.
Developing an enterprise
licence agreement is a fivestep process: consultation,
proposal, agreement
and execution, portfolio
management and health

check. It involves a review
of the current and future
states of the business. It
identifies opportunities to
optimise a business’s storage
investment on an ongoing
basis. And it establishes a
strategic partnership for an IT
transformation journey.
An enterprise licence
agreement is a highly
flexible, cost-effective way to
acquire software technologies
that meet strategic, longterm IT needs. It offers
customisation and choice
to ensure that technology
investments are futureproofed. And it enables you
to transform your IT capability
at your own pace.

Ultimately, both the CFO
and CIO will have to agree on
what technology is required,
where the finance will come
from and how it will be
allocated. But with so many
options and capabilities in
the cloud, companies may
turn to it for much if not
all of their IT procurement.
As a result, their operating
expenses will rise and their
capital expenditure fall,
altering the appearance of
their balance sheet forever. ■
Ruth Hallinan is chief
operating officer, Comsys;
Paddy Ahearne is area finance
manager for Ireland and
Scotland, EMC
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The human factor

If the career of Czech auditor and global controller Pavel Šustek FCCA is anything to
go by, there’s more to being a good accountant than having a great head for figures
For Pavel Šustek FCCA,
empathy, feelings and
personality are vital elements
in accounting work. The
global controller for the highvacuum products division
at Edwards Group, and the
company’s country leader for
the Czech Republic, urges
colleagues to go beyond
mere data and pay more
attention to the human
factor in their everyday work.
It’s an approach that has
been a theme throughout his
20-year career.
It began at his first job
fair, where the stalls of the
then Big Six made a big
impression on him. Back then,
it was the technical image
of accounting that attracted
him. ‘I understood that audit
jobs were about numbers and
logic, and involved travelling,’
he says. ‘All these aspects
grabbed me.’ He became an
auditor at Coopers & Lybrand
in 1996, and stayed for eight
years, rising to audit manager.
Šustek has worked on
both sides of the audit fence,
which has taught him to take a
holistic view of his profession.
‘One needs to be commercial
and constantly observing the

market, such as knowing GDP
figures or unemployment rates.
Being a good accountant is,
unfortunately, not enough.’
In 2004, a friend
approached him with a
proposal to invest in Rolofol,
a small distributor. Šustek
became a co-owner of the
business, which imported foil
in bulk and cut it into various
sizes before selling it on in the
Czech Republic and Slovakia.
‘We saw a significant
revenue growth potential in
this project, concluding that
it was better to make the
product in the Czech Republic
rather than importing it. I
co-developed a strategy to
strengthen revenues. Initially,
we invested CZK60m [US$2.4m
at present exchange rates] in
technology, which boosted
revenue from CZK20m to
CZK200m. We also managed
to double profit margins.’
Later, when he became
supervisory board chairman of
the company, Šustek had to
find a private equity investor
willing to acquire Rolofol and a
complementary business. The
local private firm he brought
in as the bidder acquired
the business in 2008. He left
Rolofol after the
deal closed.
Meanwhile, in
2007, Šustek had
‘Just because
been appointed
accountants have
chief operating
officer for Life Style
a scientific focus,
Sports’ acquisitions
it doesn’t mean
in central and
that they can’t
eastern Europe.
Life Style Sports
put themselves in
is an Irish familytheir colleagues’
owned sports
retail business.
shoes’
His role included
overseeing finance,

2013

Appointed country leader for the
Czech Republic and global controller
for the high-vacuum division of
engineering company Edwards

2009

CV

Joined Edwards Group as shared service centre manager

2007

Joined Life Style Sports as chief operating officer for
central and eastern Europe

2005–08

Became co-owner of Rolofol, a distributor of stretch foil

2004–07

Finance manager and global operations controller for
nanotech business FEI

1996

Joined Coopers & Lybrand as an auditor

HR and IT. In the first three
months, he made significant
changes. He introduced
key process controls, led
a team that reconstructed
most of the general ledger
accounts to reflect the true
status of the business, and
identified contingencies.

Nasty surprise
But Šustek soon discovered
that all was not well. ‘The
acquisition was much worse
than it looked in the books.’
Looking back, it is possible
the firm that had carried out
the due diligence on the
acquisition had not validated
key transaction drivers such
as footfall, conversion rates or
basket size.
Meanwhile, consumer
confidence was nosediving in
the wake of the credit crunch,
and Life Style Sports’ revenues
were falling. ‘I could either

go crazy or find a practical
solution,’ Šustek says. ‘I just
had to keep calm and consider
what was important for the
shareholders, for the company,
and for me as a director with
a legal responsibility. The
priority was clear: cash.’
Instead of trying to capture
revenues from customers,
who were simply not buying,
he considered alternatives,
including extending payment
terms and negotiating store
rents with landlords. He
also applied discounts, and
reinvested sales proceeds in
areas such as marketing. ‘We
did not make much profit, but
we resolved the cashflow and
deferred key problems, which
gave us space. All accountants
and controllers should focus
on cash. In the end, nothing is
more important.’
Šustek adds that controllers
are often too focused on cost
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alone. While cost is crucial
for controllers, he says that
the role is about supporting
growth. ‘Controllers must
ensure that general managers
or those coming up with
ideas are scrutinised, and that
proper investments are made
so that growth is sustainable
and profitable. But not costcutting – no company became
big by cost-cutting exercises.’

Hands-off approach
Key to Šustek’s approach in
dealing with such challenges

has been to focus on the
human dimension. He looks
beyond the numbers and tries
to understand people and
their motivations, using that
information to develop and
manage his teams.
While he relishes the
technical elements of his job,
he sees people as the core of
the profession and the key to
success. Recruitment is key,
he believes. ‘The standard
method is to look outside, but
I believe that is wrong. We
need to look internally first,

and promote the right person.
That motivates staff and
builds up loyalty among them.
Additionally – and crucially
from a financial perspective
– internal recruitment slashes
business costs because
external searches incur up to
three months of headhunting
or recruitment fees on top of
current market salaries.’
Šustek adds that, often,
staff leave because they
are looking for better-paid
positions. ‘If you fill a position
internally, you save on costs,

59

because your employees are
willing to accept less if they
know that once they are up to
speed, they will be paid more.’
Once employees are on
board, Šustek’s approach to
managing them is relaxed.
Instead of issuing detailed
to-do lists and instructions to
subordinates, he concentrates
on outcomes. ‘I leave results
to the individuals or team and
combine this method with a
great deal of trust – I don’t
go in for micro-management.
I believe that by doing so,

»
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‘Get a job with a company
whose products or services you
like. There is no point being a
finance professional in a sportsgoods retailer if you do not like
sport. And you should really live
for the products, services and
corporate culture of the company you work for.’

Tips

*
*
*

‘Develop your commercial potential. The role
of finance is to support profitable growth and
maximise return on investment. To get there,
you need to understand the market, products,
customers, and the related investments in product
development, people and infrastructure. This will
also create opportunities for a move into marketing,
operations and general management.’
‘It is very important to have an inquisitive mind. The
numbers may be black and white, but the stories
behind the numbers are grey. You must be great
with people and have excellent interview skills.’
‘Be aware of the bigger picture. Good accountants
know what is going on where they live – the type
of transactions taking place, currency movements
and competitive trends, and the challenges of
new technologies.’

good people with great
potential feel they can do what
they want, and thus go far.’
He adds that they gain
ownership, and task execution
is up to them, as long as they
deliver. ‘The only thing I do
is check the project status –
whether the deadline will be
met,’ he explains.
While he holds black and
white opinions on technical
matters, when working with
colleagues and anticipating
how they will react in
situations, he is more flexible.
‘I always try to understand how
the other person behaves.
Understanding why conflicts
happen has helped me in
my career.’
In his opinion, the nature
of accounting means that
accountants tend to see
everything in black and white,
and feelings and empathy
figure much less. ‘Just because
accountants have a scientific

focus, it does not mean that
they are incapable of putting
themselves in their colleagues’
shoes,’ Šustek argues.

Cautious optimism
He also believes that in the
Czech Republic, the education
system, which emphasises
learning facts and reproducing
them in examinations,
exacerbates such problems.
He says there is little focus on
team work, motivation and
team spirit. ‘These skills should
be taught at an early age, but
we acquire them only when we
start our careers. Some people
don’t get them until later in life
and some not at all.’
He adds: ‘Audit teams are
less motivated and driven than
we were in the mid-1990s. That
is understandable because
there are many other good
job possibilities these days. So
now audit firms will need to
change their business models

to keep staff motivation
levels high.’
Shared services, the sector
closest to his heart, is changing
right now, from support for a
centralised to a decentralised
business model. That presents
new challenges, and involves
cultural change, triggering
numerous discussions that
have not been necessary
before. ‘This is temporarily
giving us extra work. But once
completed, it will mean that
decisions are made where the
business is being done and
will therefore result in a more
agile business.’
Šustek says that shared
services is becoming a major
industry and warns: ‘It feels
that the Big Four is reactive
rather than proactive in
adapting their audit approach
to it.’ He adds that audit
assistants, although holding
degrees in accounting or
economics, usually have no

understanding of the business
they are auditing.
Despite these
shortcomings, Šustek, an
ACCA member since 2002, is
cautiously optimistic about the
Czech audit profession. He has
seen significant improvements
taking place in the sector
over the past 20 years and
believes that the future looks
promising. ‘We are in a good
place,’ he believes.
A member of ACCA’s
International Assembly from
2014 to 2016, he says: ‘The
ACCA Qualification provided
me with unique technical
knowledge and managerial
skills and thus unlocked an
almost unlimited list of global
job opportunities. I see ACCA
as an exciting way to obtain a
passport to senior accounting
and finance jobs anywhere in
the world.‘ ■
David Creighton, journalist
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Supporting role

Ahead of the launch of the Astana International Financial Centre, ACCA hosted a special
conference in the Kazakh capital to highlight the challenges of cross-border regulation
ACCA held a special
conference in Astana, the
capital of Kazakhstan, along
with the British Chamber
of Commerce in the central
Asian country. The event
was attended by more than
60 guests across business,
finance and regulation,
including representatives
of Kazakhstan’s largest
companies and financial
institutions.
Held on 2 March, the
conference was organised
ahead of the launch of
the Astana International
Financial Centre (AIFC), with
the aim of highlighting the
need for and challenges of
regulation in financial centres
internationally.
The guests were welcomed
by Carolyn Browne, the British
ambassador to Kazakhstan.
In the chair was Sha Ali
Khan, director of regulatory
development, ACCA. Stephen
Glynn, senior director and
head of enforcement of the
Dubai Financial Services
Authority (DFSA), delivered a

presentation on the regulation
of international financial
centres, covering jurisdictional
issues, regulatory governance
and the application of riskbased regulation.
‘ACCA was delighted to
present Stephen Glynn as
the keynote speaker at this
seminar, which was designed
to support the AIFC in setting
up the Astana centre,’ said
Khan. ‘We have worked with
Stephen and the DFSA on
regulatory matters and were
pleased that he was able to

‘We have worked
with Stephen
Glynn and the
Dubai FSA and
were pleased he
was able to share
his extensive
knowledge’

▲ Specialist
knowledge
From left, ACCA’s
Sha Ali Khan,
Stephen Glynn
of the DFSA,
Andrew Oldland
QC and Guram
Andronikashvili
of ForteBank take
part in a panel
discussion

share his extensive knowledge
and experience in this
specialist subject.’
Glynn said: ‘I was very
pleased to be invited to
participate in this seminar.
I very much hope that the
AIFC is successful and makes
a valuable contribution to the
economy of Kazakhstan.’
The event included
panel discussions exploring
areas of regulation such as
jurisdictional arrangements for
international financial centres
and national regulators;
developing relationships with
regulators and standardsetting bodies; regulatory
independence; and decisionmaking and licensing in
international financial centres.
Panellists included Andrew
Oldland QC, senior partner
at law firm Michelmores,
Martin Watkins of EY and
Guram Andronikashvili, deputy
chairman of Kazakhstan’s
ForteBank, who provided
invaluable insights in working
towards the establishment of
the AIFC. ■
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Brexit, Trump and finbots

A meeting for ACCA and CA ANZ members in Australia heard how macro developments
could hit the Down Under economies – and how software robots could be used in finance
ACCA Australia and New
Zealand members met
up with counterparts
from ACCA’s strategic
alliance partner Chartered
Accountants Australia and
New Zealand (CA ANZ) at
a breakfast meeting held in
March at KPMG’s Sydney
headquarters. Around 70
ACCA and CA ANZ members
from a range of market
segments attended.
Speaking at the event,
Michael Workman (pictured
far right), senior economist
at Commonwealth Bank of
Australia, shared his insights on
the economies of Australia and
New Zealand and the effects
Brexit, the Trump factor and

the gravitational pull of China
might have on them in 2017.
His speech was followed
by a passionate presentation
by Fred Alale (third from left),
associate director of KPMG
and a member of ACCA’s
Melbourne Network Panel.

Addressing the topic of
robotics in finance, Alale used
case studies to show how
KPMG is helping businesses
develop software robots
and cognitive systems to
find efficiencies.
For the lively member

Q&A panel debate, the
speakers were joined by
Michael Johnson (second
left), scientific director of the
Optus Macquarie University
Cyber Security Hub, who
brought an ethics and security
perspective. ■

Degree of success
A controller at a UAE charity is the first ACCA member in the Middle East to achieve the
University of London’s master’s in professional accountancy – with distinction

An ACCA member who
works for a charity in
the United Arab Emirates
(UAE) is the first in the
Middle East to complete
the MSc in professional
accountancy with the
University of London.

Shagufa Jamaldeen,
controller at Dubai Center
for Special Needs, qualified
as an accountant in Sri Lanka
in 1995 – the youngest in
the country to do so – and
has worked in banking and
industry in Canada, as well as

Sri Lanka and the UAE.
As an ACCA member,
Jamaldeen – who also has
an MBA – gained exemption
from parts of the MSc
curriculum but it was still a
challenging commitment.
She took two modules –
Global Issues for the Finance
Professional and the Strategic
Financial Project – putting in
at least 30 hours of study a
week alongside her full-time
job over the 23 weeks of the
master’s programme.
‘I am now able to look at
workplace issues faced by
financial professionals from a
global macro point of view,’

she says. ‘The course has given
me the opportunity to develop
knowledge and skills that
can be applied to my work –
particularly in harmonisation
of international accounting
standards, corporate social
responsibility activities,
sustainability and post-global
financial crisis risk and return.
‘I continuously develop
myself and look to ACCA
for CPD opportunities,’ she
says, adding: ‘The mutual
recognition agreements
ACCA signs with local
accounting bodies facilitate
obtaining local and regional
qualifications.’ ■
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Elections to Council

Nominations are now invited for any ACCA members wishing to stand for election to
Council at the 2017 AGM. Have you got what it takes?
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 in order
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. Council
members are elected by the
membership as a whole.
Candidates in the Council
elections 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-level experience
is not necessary but an
understanding of good
governance is essential, and
personal and professional
integrity must be of the
highest standard. Experience
has shown that those
candidates with a previous
record of engagement in
ACCA activities tend to stand
a greater chance of election.
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 the
marketplace

*
*

*
*

communication and
networking skills
an ability to interact with
peers and respect the
views of others
decision-making abilities
an ability to act in an
ambassadorial role in many
different environments
planning and time
management
a willingness to learn
and develop.
Anyone wishing to stand
must be nominated by at
least 10 other members in
good standing. Candidates
should supply a head-andshoulders 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.
Further information on
Council service and the
election process, including
guidance on the production
of election videos and rules
regarding use of social media
during the Council elections,
can be obtained at bit.ly/
ACCA-Elections, or you can
request more information or
submit queries via email, to
secretariat@accaglobal.com
quoting ‘Council elections’ in
the subject box.
The closing date for
submission of nominations to
the Secretary is 21 June. ■
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Council highlights

At its Cyprus meeting in March, ACCA’s governing body was updated on activities and
performance, debated education provision, and awarded an honorary membership

Council met on Saturday
11 March in Nicosia,
Cyprus. The meeting
featured discussions and
decisions on a number of
important matters.
Council confirmed Jenny
Gu as its preferred
nominee for vice president
for 2017-18. (The formal
elections for ACCA’s
officers will take place at
the annual Council meeting
immediately following
the AGM.)
The president updated
Council on his and the
officers’ activities since
November, including
attendance at events in
Australia, Belgium, Ireland,
Singapore and the UK.
Council received a
presentation from the chief
executive focusing on the
results of the most recent
member satisfaction survey,

*

*

*

*

*

*

and received an update
on strategic performance
to 31 January 2017, and
key strategic matters
and issues.
Council received a
presentation from
Cassandra Crowley,
president of Chartered
Accountants Australia and
New Zealand (CA ANZ),
on the development of the
strategic alliance between
CA ANZ and ACCA,
including the benefits
achieved to date.
Council broke into
discussion groups to
consider the future of
education, the changing
landscape in education
provision, the impacts
of future trends and
ACCA’s response.
Council approved the
proposed budget for the
organisation for 2017-18,

*

*

including the proposed
membership subscription
fee for 2018. Following
a recommendation from
a group of committee
chairmen, Council also
approved the measures
and targets to be used
to track ACCA’s strategic
performance in 2017-18.
Council agreed to award
honorary membership
of ACCA to Paul
Druckman, recently
retired CEO of the
International Integrated
Reporting Council
(IIRC), in recognition of
his contribution to the
profession and the field
of integrated reporting.
Council received and
noted an update on the
flexible examination
delivery and support
(FEDS) programme,
including an update on

*

*

the F5–9 computer-based
examinations pilot and
plans for further roll-out.
Council noted a report
from the Qualifications
Board, including the
review of the December
2016 examination results,
noting that the board
had ratified the results
and no major issues had
been raised.
Council also received a
presentation from the
chairman of the Market
Oversight Committee
on the work of the
committee, focusing on its
oversight role in relation
to delivering member
value, the development of
integrated learning support
and the development of
market portfolios. ■

Council’s next meeting will be
in London on 17 June 2017.
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Partner proﬁle

On the ﬁrst anniversary of ACCA’s strategic alliance with
Chartered Accountants ANZ, here are six facts about our partner

63 MSc success
63 Sydney breakfast
62 Global centres
Cross-border regulation
22 President
Partnership power

ACCA member
benefits
Employability
Membership improves
earning power and job
prospects on a global
scale.
Inﬂuence and
representation
Members play key
roles in representing
and developing the
profession, backed by
cutting-edge research.
Knowledge and
connections
Keep up to date with
our publications and
social media feeds. Our
events let you network
with a large peer group.
Personal development
CPD, training and career
progression support.
ACCA Careers
Our careers portal gives
guidance and lists job
vacancies worldwide.
Customer care
Fast and efﬁcient
support around the
clock, by phone, email
and webchat.
Go to accaglobal.com/
memberbeneﬁts

▲ Shared insights

Delegates mingle at the launch of ACCA, CA ANZ and IFAC’s
joint publication, G20 public trust in tax, at ACCA HQ, London

ACCA announced its strategic
alliance with Chartered
Accountants Australia and
New Zealand (CA ANZ) in
June last year. The alliance
aims to deliver additional
value for members of both
bodies. Here are key facts
about our strategic partner.

A short history
CA ANZ was created in 2014
by the merger of the Institute
of Chartered Accountants
Australia (ICAA) and the New
Zealand Institute of Chartered
Accountants (NZICA). Both
organisations were over a
century old. The merger
boosted both institutes’ global
inﬂuence, and gave them
greater policy, advocacy and
education capability.

Vital statistics
CA ANZ has 117,000 members,
mostly in Australia and New
Zealand, although 12% are
elsewhere (4.5% in the UK and
3.5% in Asia). It also has around
15,000 students. It looks to
support members wherever
they work.

Sector spread
CA ANZ members are found in

practice and across all business
sectors and the public sector.
The Big Four feature among
the top ﬁve employers of
members, but most members
are in small to medium-sized
practices.

Becoming a member
After completing a recognised
university qualiﬁcation,
CA ANZ students undertake
a journey to membership that
is rigorous and challenging.
Members are recognised
as chartered accountants
(CAs) and (in New Zealand
only) associated chartered
accountants (ACAs). Students
need three years’ relevant
accounting employment study,
take exams in four key areas
(audit and assurance, ﬁnancial
accounting, management
accounting, and tax), and
complete a module that
requires the application of
knowledge to real-world
business simulations.

CPD and ethics
Continuing professional

development is seen as vital
for maintaining skills. Members
must undertake a minimum
number of CPD hours every
three years. Members are
also expected to observe the
ethical codes in their respective
countries.

Member benefits
Members enjoy many beneﬁts
including a respected
professional qualiﬁcation
and brand, learning and
development support, a
leading business magazine,
data and analytical resources,
professional and ethical
support, a mentoring initiative
and software tools for
member practices.

Advocacy/representation
CA ANZ engages in advocacy
and thought leadership in areas
of public interest that affect the
economy and domestic and
international markets. It has
created a thought leadership
platform called Future[inc]
to promote its publications,
events and forums. ■
For more information:

Visit accaglobal.com/alliance
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