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Welcome
Finance teams feel the heat in the oil and gas industry, we meet the CFO of Dubai’s
gateway to global trade, and how Belt and Road could transform Pakistan’s fortunes
Fluctuating oil prices coupled

come into force in some member states

with the US’s rise to become a

from January. With many businesses

prominent gas producer have

required to register and pay tax for the

impacted on the ebb and flow of

first time, there is much to be done, and

financing in the oil and gas industry.

it is as yet unclear how free zones like

With a glut of gas and plummeting

DMCC will be affected. In an article on

prices, investment decisions have

page 56 we look at how implementation

shifted to short-term projects with

is progressing.
In Pakistan, meanwhile, much

reliable returns.
This puts finance teams working

attention is focused on China’s Belt

in the energy sector under pressure.

and Road initiative, which is already

Healthy cashflow, risk-averse gas

taking shape along the China-Pakistan

projects and the end of long-term

Economic Corridor. A report by

supply contracts are now in the mix.

ACCA Pakistan and the Pakistan-

In our feature on page 38, we look at

China Institute suggests that the

the challenges in a complex, price-

South Asian country’s economy could

sensitive industry.

benefit substantially. Find out more on

In our interview this month, we hear

page 30.

from Jignesh Sanghvi FCCA, CFO of

Meanwhile, on page 58, Paul

Dubai’s award-winning free zone Dubai

Lamphee, financial accountant at the

Multi Commodities Centre (DMCC). On

Australian Turf Club, has an enviable

page 12, he tells us about his part in the

desk overlooking the prestigious Royal

development of the city-state’s gateway

Randwick racecourse. The Sydneyite

to global trade.

and racehorse owner talks to AB about

Members of the Gulf Cooperation

how he got his dream job.

AB

Council, including the United Arab
Emirates, are busy preparing for the

Annabella Gabb, international editor

introduction of value added tax, due to

annabella.gabb@accaglobal.com
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The US$38m Zeitz
Museum of Contemporary
Art Africa (MOCAA) has
opened in Cape Town,
South Africa, housed in a
converted grain silo. With
tickets costing 180 rand
($13), critics have branded
it elitist and irrelevant to
local people.

Sparks flew in the Indian
state of Uttar Pradesh
when the Taj Mahal,
which brings in revenues
of US$11m a year, was left
out of tourism brochures.
Its newly elected chief
minister said India’s most
famous monument did
not reflect Indian culture.

Peppa Pig, the children’s
programme, has been
watched 34 billion
times in mainland China
since its launch in 2016.
UK-listed media group
Entertainment One said
sales of merchandise
were also on the up.

Saudi Arabia’s lifting of
its ban on women drivers
could be a boon for
foreign direct investment.
As the region’s largest
importer of vehicles, its
auto industry could also
see its customer base
rise by as many as nine
million people.
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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 profession
KPMG’s SA exodus

apology after an internal

– more than all inversions

of its 19 pledges, Switzerland

KPMG’s chief executive in

investigation found that the

over the previous 30 years.

has failed to take action on

South Africa, Trevor Hoole,

firm failed to conduct itself to

The CBO predicts that

three quarters of its promises

has resigned, along with

KPMG’s required standards in

further inversions and other

and the US and Japan have

seven other senior executives

relation to the report. KPMG

strategies to move profits

also made too little progress,

in the country over the firm’s

is now facing demands for a

to low tax jurisdictions will

according to TI.

work on behalf of the Gupta

public inquiry.

lead to a reduction of 2.5%
($12bn) of taxes in the US.

family and work performed

Tax harmonisation

in 2014–15 on the Report on

Inversions hit US

Allegations of Irregularities

Corporate inversions are set

EY invests in women

president Jean-Claude

and Misconduct, which

to cost the US $12bn by 2027

EY has committed US$100m

Juncker used his State of the

KPMG South Africa produced

through lost tax revenues,

of global purchasing spend

Union address to propose

for the South African

according to a report from

to women-owned businesses

faster progress towards

Revenue Service. The Guptas

the Congressional Budget

over the next three years,

tax harmonisation and the

are under scrutiny arising

Office (CBO). In 2014,

as part of its ‘Women.

ending of the need for

from their close associations

the combined assets of

Fast forward’ campaign.

unanimity on tax decisions.

with President Jacob Zuma.

corporations that announced

Theresa Harrison, EY’s global

‘I want decisions in the

The firm’s global chair, John

their intention to conduct

diversity and inclusiveness

Council to be taken more

Veihmeyer, issued a public

inversions totalled $319bn

procurement leader, said:

often and more easily by a

‘We seek to actively identify,

qualified majority – with the

develop and do business

equal involvement of the

with diverse suppliers as

European Parliament,’ he

an integral component of

said. ‘I am also strongly in

our strategic sourcing and

favour of moving to qualified

procurement activity.’

majority voting for decisions

European Commission

on the common consolidated

Fighting corruption

corporate tax base, on VAT,

More than two-thirds of the

on fair taxes for the digital

promises made by states

industry and on the financial

and organisations to fight

transaction tax.’

corruption at the May 2016
London Anti-Corruption

Digital economy tax

Summit have been

Digital transactions should

Google’s parent company Alphabet has lodged an appeal

progressed, Transparency

be taxed in the country of

with the General Court in Luxembourg against a €2.4bn fine

International (TI) reports

consumption rather than in

imposed by the European Commission. The Commission

– 43 countries and six

the country of supply, the

alleged that Google had exploited its market position by using

international organisations

European Commission has

its search engine to favour its own services. The Commission

made a total of 648 promises

proposed. Pierre Moscovici,

indicated it is standing by its decision. The case is expected to

at the summit. While Spain

Commissioner for Economic

take years to resolve, with Alphabet paying the fine pending a

has fully completed 74%

and Financial Affairs,

final decision by the court.

of its 27 commitments and

Taxation and Customs,

Indonesia implemented 16

explained: ‘Digital firms

Google appeals €2.4bn EU fine

8
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make vast profits from their

on Exxon’s asset valuations.

millions of users, even if

PwC is Exxon’s auditor and

The cost of email scams

they do not have a physical

was instructed by Exxon not

Businesses still fall for email scams, with global losses

presence in the EU. We now

to release the information on

reaching US$5.3bn, according to the FBI. Based on a random

want to create a level playing

the basis of accountant-client

sample set of business email compromise (BEC) attacks,

field so that all companies

privilege. New York attorney

analysis by security software company Trend Micro revealed

active in the EU can compete

general Eric Schneiderman

that cybercriminals spoofed the CEO position the most, while

fairly, irrespective of whether

has brought proceedings

CFOs and finance directors were the top targets of attacks.

they are operating via the

against Exxon in which it is

cloud or from bricks-and-

alleged that Exxon breached

mortar premises.’

securities laws by failing

% of BEC attack attempts that spoof specific positions, 1H 2017

to fully reflect the impact

Danske branch fails

of climate change on the

Billions of euros of corrupt

reported value of its mineral

payments were transacted

reserves. Exxon says it will

through the Estonian

appeal the decision. The

branch of Danske Bank,

proceedings are ongoing.

according to allegations
published by a group of

Habib Bank fined

European newspapers

Habib Bank has agreed

operating through the

to pay US$225m to settle

Global Anti-Corruption

allegations from the New York

Consortium, which is

State Department of Financial

backed by Transparency

Services that it breached

International. Four so-called

money laundering rules. The

‘Azerbaijani Laundromat’

department had originally

companies made payments,

sought US$630m in fines from

it is claimed, to bribe

the Pakistani bank. It claimed

CEO
Managing director/director
President
General manager/manager
Chairman
Others
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% of BEC attack attempts that target specific positions, 1H 2017
CFO
Finance director
Finance manager
Finance controller
Accountant
Others

Azerbaijani and other

that Habib’s compliance

European politicians.

function was ‘dangerously

Flemming Pristed, group

weak’ and that its compliance

general counsel of Danske

gaps were ‘serious, persistent

Bank, responded: ‘We have

and apparently affect

previously established that,

the entire Habib banking

in the period leading up to

enterprise’. Habib Bank has

focus will be on rewarding

claiming more than US$9bn

2014, our branch in Estonia

decided to close its New

the manufacturing industry,

in tax rebates. The new

had inadequate measures

York branch. The bank stated

especially for companies

single goods and services tax

in place to prevent Danske

that it ‘remains committed to

onshoring investment

has generated over US$14bn

Bank from being exploited

strengthening its compliance

from overseas. ‘If you’re

in revenues, but most of

for money laundering and

processes, operations and

an accountant firm and it’s

this is now being reclaimed

other illegal activities.

controls’.

clearly income, you’ll be

through the rebates. Tax

taxed an income rate; you

authorities are reviewing the

US practices lose out

won’t be taxed a pass-

accuracy of rebate claims.

Accounting firms in the

through rate,’ Mnuchin told

PwC and Exxon

US may not benefit from

a conference.

PwC has been told by the

President Trump’s proposed

New York Supreme Court to

tax cuts, his treasury

Tax rebates hit India

of the worst-ever breaches

release documents related to

secretary Steven Mnuchin

India’s tax reforms have been

of data security. ‘Personal

the impact of climate change

has suggested. Instead the

undermined by businesses

information relating to

We have taken the steps
necessary to remedy this.’
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Source: TrendLabs 2017 Midyear Security Roundup: The Cost of Compromise

Equifax loses data
Equifax has suffered one
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Take one

In the latest of our series of video interviews with ACCA members, we meet New York-based
Sandy Chu FCCA, who leads Grant Thornton’s China Business Group in the US

International career
Chu’s career has
spanned Asia and the
US as she has built her
expertise in advising
on business between
the world’s two top
superpowers. She
shares her experiences.

More information
You can watch this interview
at bit.ly/ACCA-interview

143 million US consumers

stimulate greater domestic

to examine the corruption

been acquired by India’s

– primarily names, social

private-sector activity. It is

implications of payments to

Mittal Group subsidiary,

security numbers, birth

very difficult to close insolvent

19,500 ghost workers, the

Balasore Alloys. Balasore

dates, addresses and, in

companies under current law.

suspected non-existence

did not respond to a

some instances, driver’s

‘[The] bankruptcy law has

of 56,000 families receiving

request for comment.

licence numbers,’ were

been passed to the Shura

financial assistance from

potentially revealed in

Council and we expect it to

the Social Action Fund, and

Africa influences tax

the cyber attack, said the

be implemented by the end

5,850 students who have

Six officials from across the

company. The incident took

of the first quarter of 2018,’

received state loans.

African continent have been

place in July, but details were

commerce and investment

released only several weeks

minister Majid Bin Abdullah

ZimAlloys yields 50%

UN Committee of Experts on

later. Richard Smith, its chief

Al Qasabi told the Al Arabiya

Zimbabwe Alloys has agreed

International Cooperation in

executive, left the company

radio station.

to yield half its mining

Tax Matters. The committee

rights to the Zimbabwe

contains 25 members, three

soon after the data loss

10

appointed as members of the

was revealed. He appeared

Tanzania’s ghosts

government, according

of whom come from Europe

before a Congressional

Tanzania has stepped up its

to a government-owned

and none from the US. The

hearing to explain the event

anti-corruption campaign,

newspaper. The arrangement

greater presence of tax

in early October.

focusing in particular

appears to resolve a long-

officials from Africa is seen

on ‘ghost’ workers and

running conflict between

as showing the growing

Saudi bankruptcy fix

recipients of financial

the company and President

importance of the continent’s

Saudi Arabia is to reform its

support. The Prevention and

Robert Mugabe, who

role in shaping corporate tax

bankruptcy law next year

Combating of Corruption

threatened to seize its

policy globally.

in an attempt to increase

Bureau has been told by

mines. It is also reported

foreign investment and

President John Magufuli

that Zimbabwe Alloys has

AB

Paul Gosling, journalist
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On top of strategy
For Jignesh Sanghvi FCCA, CFO of Dubai Multi Commodities Centre (DMCC), the role
is all about giving the business the strategic expertise it needs to keep growing

T

side and the massive development of

2006–present

Jumeirah Lakes Towers on the other. For

CFO, Dubai Multi

DMCC has the very best corporate

Jignesh Sanghvi FCCA, CFO of Dubai

Commodites Centre (DMCC)

governance and risk management protocols

i

he view from the top of Dubai’s
63-storey Almas Tower is

accounting and reporting into a strategic

CV

two-part role as business liaison officer and
strategic adviser.

spectacular, with the sea on one

As business liaison officer, he ensures

in place. He says: ‘Governance and risk

Multi Commodities Centre (DMCC), the
panoramic views from the skyscraper are

2003–06

management are so embedded in DMCC’s

a constant reminder of the breathtaking

Consolidations manager –

robust framework that all DMCC’s business

scale of development in the city.

eastern hemisphere, Chicago

decisions are taken at committee level. That

Bridge & Iron, Dubai

then takes me to my other core function of

With the UAE’s workers spanning

strategic adviser, providing support to our

virtually every nationality on earth, the
breadth of the multicultural environment

2000–03

can be overwhelming for some newcomers.

Senior auditor, Shah &

For Sanghvi, who has lived in Dubai for

Associates, Dubai

CEO and executive chairman.’
As strategic adviser, he develops
and defines DMCC’s overall financial
strategy, ensuring that all business units

the past 17 years, the city’s diversity is
a career bonus. ‘It gives you a fantastic

1996–2000

are aligned and able to meet their own

platform that you probably won’t find

Auditor, Sanghvi &

strategic objectives. He says: ‘Every day

anywhere else,’ he says. ‘It opens the

Associates, Ahmedabad

I spend time with DMCC’s businesses

world for you.’
Dubai, one of the seven members of

trying to conceptualise and develop
new projects. I also sit on about a dozen

the United Arab Emirates (UAE), has been turned into a

committees, including the executive committee, human

global gateway for commodity trading by DMCC. More

resources, IT, governance and risk, and procurement.’

than 13,700 companies make use of the infrastructure
and services it supplies: access to facilities such as

Beyond numbers

gold and diamond vaults, and trading platforms such

The days when finance professionals were merely expected to

as the Dubai Gold & Commodities Exchange, the

crunch numbers, produce annual reports and manage budgets

biggest derivatives exchange in the Middle East. As

have gone, he adds. While such key tasks still need to be

master developer of Jumeirah Lakes Towers, DMCC

done, they are now more of an operational matter and fall in

also manages a 200-hectare lakefront community.

place automatically if everything is in order.

Strategic impact

respective businesses to give them all the support they need

With such enormous assets at stake, Sanghvi’s financial

to run their products and services,’ he says. ‘I play a key

leadership of the organisation is of strategic importance. ‘We

role alongside the CEO in communicating the progress on

see ourselves as custodians of government assets and hence it

strategic goals to our stakeholders.’

‘Being a CFO today means you’re actually sitting with

is extremely important for us to ensure we operate in the most

the DMCC’s advisory committee, alongside membership of

CFO of the Year in 2015 and 2016 by The CFO Middle East

the boards of Concordia (DMCC’s facilities management arm)

magazine. ‘We need to be judicious in everything we do and

and the Dubai Gold & Commodities Exchange.

consider the wider repercussions.’
Over the years, Sanghvi’s day job has evolved away from
the more mundane finance tasks of corporate finance,

12

In 2015, Sanghvi took on the role of company secretary on

transparent way,’ says Sanghvi, who was named Government

‘A financial director has to have knowledge of everything,’ he
says. ‘Personally, it’s my passion to know what’s going on in the
financial, commodities and currency markets in addition to
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‘If you’re not on
top of what’s
happening beyond
your industry and
geography, you
can’t add value
and you won’t be a
strategic partner’
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emirate. ‘We have also partnered

geopolitical influences. You need
to be on top of what’s happening
in developing and emerging
markets beyond your industry and
geographic scope, otherwise you
cannot add any value and you won’t
be a strategic partner.’
Now in his 12th year at DMCC,
Sanghvi has been instrumental
in transforming the organisation,
navigating through choppy waters
during the global recession,
or more recently, digitising the

‘IFRS compliance
will help us tap the
international debt/
equity market to
fund development
projects, and enables
us to compete
internationally with
global brands’

with select banks in the UAE so
that customers can visit any of their
branches and complete transactions
any day of the week. Business never
stops at DMCC,’ he says.
With the UAE preparing to
introduce VAT from January 2018
at a rate of 5%, there has been a
nationwide effort by the ministry
of finance to familiarise the
country’s businesses with the new
system. How it will be applied to
free zones in the UAE has yet to

business to ensure employees and

be decided through secondary

customers can operate as efficiently
as possible.

legislation and guidance.

Digitising Dubai

planning has been non-existent to date in the UAE. DMCC

He says: ‘We’ve taken the digital transformation very seriously

appointed KPMG Lower Gulf as its VAT adviser in June 2017

– all our services that can be online are available online. You

and conducted a series of seminars for industry-specific

can be sitting in any part of the world and still establish your

clusters within the free zone. ‘I’m leading this initiative and

business or apply for employee visas.’

I’m present in all the seminars,’ Sanghvi says. ‘We’re going to

Sanghvi expects the new tax code to be complex, as tax

DMCC works closely with the Smart Dubai initiative, which
promotes the use of digital technologies to make Dubai run
efficiently and to promote happiness and wellbeing in the

14

continue that engagement process.’
Meanwhile, he explains that DMCC is expanding in size
through the Uptown Dubai project. ‘We’re adding seven new
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*

Tips

i

Basics

Sanghvi believes that successful accountants need to be

Dubai Multi Commodities Centre is the largest free zone

regarded by clients and colleagues as a trusted business

in the UAE, with over 13,700 companies representing more

partner. ‘If people can’t trust you, then you can’t

than 170 countries and across 20 business sectors under its

progress as a finance professional,’ he says.

jurisdiction. A government entity, it was established in 2002
to enhance commodity trade flows through Dubai, providing

*

He believes that accountants have to be able to

a marketplace for commodities, financial services, trading

anticipate what’s coming, adapt to the situation, and,

resources and investment platforms. An average of seven

if that doesn’t work, innovate. ‘That’s my mantra:

new companies set up in the zone every working day. DMCC

anticipate, adapt and innovate.’

was named Global Free Zone of the Year in 2015, 2016 and
2017 by the Financial Times’ fDi Magazine, which recognised

*

While finance remains male-dominated in many

its sustainable growth and strong customer service.

organisations, almost half of DMCC executive
committee members are female as are almost half of
Sanghvi’s team, including two financial controllers. He

‘We’ve made changes to make ourselves more efficient,

advises women in finance never to lose heart. ‘There will

so we’re delivering more than we’re expected to,’ Sanghvi

always be short-term challenges, and not because of

says. ‘We can now do more with less. We’ve also been highly

your gender – that’s just the nature of business,’ he says.

selective in getting the right people on board.’

‘But as they say, cream rises to the top. No one can stop
you; it’s just a matter of time and you will succeed.’

All finance team members have been with DMCC for at least
eight years. ‘With that much experience, we have full visibility
of what’s going on in each business. If something is going
wrong we can immediately sense it. This also speaks volumes

companies every working day, so we need to bring them

about DMCC as an organisation – it provides career growth

offices and residences,’ he says.

opportunities for employees.’

Uptown Dubai is a massive mixed-use development

There are eight professionally qualified accountants on

formerly known as Burj 2020 District. With 200 retail outlets

Sanghvi’s team, including two with the ACCA Qualification.

and 3,000 flats as well as commercial offices projected to

The internal audit and compliance departments also have

fill its 10 million square feet, it is the largest expansion

ACCA-qualified employees.

project DMCC has carried out in many years. The first

Sanghvi was born in Ahmedabad, India, and qualified

phase encompasses more than two million square feet of

as a chartered accountant there. He moved to Dubai in

development, and construction will get under way by the

2000. After four years in the emirate, he realised that if he

end of this year.

wanted to take his career to the next level, he would need
an international qualification. He chose ACCA, becoming a

IFRS Standards
The accounting sector has helped make these big projects

member in 2005.
‘As a globally recognised qualification, ACCA offers

happen, notably by following International Financial

an opportunity to stand out in a rather crowded finance

Reporting Standards (IFRS). ‘By allowing comparability of

community. ACCA offers a firm launchpad for a robust finance

reported figures with other entities all over the world, having

and accounting career,’ he says.

IFRS-compliant financial statements will help us tap the

As well as a bachelor’s degree from Gujarat University,

international debt/equity market and raise the necessary

he has an MBA in finance from Symbiosis Institute of

funding for our development projects, if the need arises. It

Management Studies in Pune, India. With the advent of VAT,

will also enable us to compete internationally with global

he is now considering a specialist course in taxation, and also

brands,’ Sanghvi says.

treasury. ‘I already have more than 15 years of experience in

IFRS Standards became mandatory in the UAE in 2015,
but DMCC has used them since its inception, says Sanghvi.

the treasury field, but want to be more challenged. You must
continually invest in yourself.’

AB

‘Following international reporting standards is a sign of a
global and sophisticated finance function,’ he says.

Heba Hashem, journalist based in Dubai
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The view from
Chetan Hans FCCA, director for financial reporting at
Grant Thornton India, New Delhi, and poster boy

US$17.4
trillion

My route into accounting

and scouting the market

Total market capitalisation of the PwC

was straightforward: during

for new ones. While my

Global Top 100, up 12% from 2016 and

my school days I was good

preference is for business

a record high, with the US extending its

at mathematics and seemed

development as I enjoy

leading position with 55 companies and

to have a natural flair for

meeting prospective clients

the UK in third place with five.

numbers. Accountancy

and people from different

Source: PwC

offered the chance to

backgrounds and sectors,

pursue a professional

I consciously try to balance

qualification and a career, which was

both aspects of my role and ensure that

Big Four fight the law

important to me. I chose ACCA due to

existing clients get the time we have

The Big Four are a growing threat to

its global reputation, qualifying in 2005

committed to them.

established law firms, especially in Asia,

and becoming a fellow in 2012.

Latin America and other emerging
The foundation laid by ACCA,

markets, according to a report from

I worked for Grant Thornton earlier in

particularly in IFRS Standards, has

ALM Intelligence. Across the world, the

my career, rejoining in 2015 after stints

helped me develop as an accountant

four accounting firms average 2,200

at KPMG and American Express. As

with a knack for technical accounting

lawyers in 72 countries – comparable

Indian companies transition to an IFRS-

and given me an edge over my peers.

to the largest international law firms.

aligned accounting framework, it is an

My work requires me to keep constant

However, the Big Four are expanding

exciting time for technical accounting

track of changes in standards. I attend

rapidly into high-value areas such as

advisory teams like ours. However, it

CPD seminars and am also involved

M&A and creating a range of ‘managed

brings challenges due to inconsistencies

in presenting to both clients and staff

legal services’ that differ from the

with companies, taxation laws and the

on IFRS Standards and recent changes

offerings of traditional law firms.

need to manage relationships with

in accounting.

PwC in Middle East drive

stakeholders such as shareholders,
banks and tax authorities.

I’ve always known it was a correct

PwC has recruited 300 graduates to its

decision to join the ACCA family. I have

12 Middle East offices this year. The firm

My role entails both delivering

been a long-term supporter of ACCA

reports receiving 17,000 applications

exceptional service to existing clients

initiatives in India and am involved in a

for positions. PwC Middle East people

range of events on a regular basis. This

partner Emma Campbell said: ‘Our

allows me to share my experiences with

graduates come from a wide diversity

students and new professionals. I was

of academic backgrounds including

featured on the ACCA India website a

accounting, banking and finance.’

There was a
life-size cardboard
cutout of me at
an ACCA event in
New Delhi, which
made me feel
like a rock star!

few years back, and there was a life-size

Hani Ashkar, PwC Middle East senior

cardboard cutout of me at an ACCA

partner, added: ‘Our firm’s growth

event in New Delhi, which made me feel

strategy and recruitment approach

like a rock star!

is built upon hiring and developing
talented graduates.’
The graduates are from 24 different

Away from work I like to spend time
with my family. We enjoy watching

nationalities, with 85% being Arabic

movies and travelling together. Recently

speakers and 43% females, a 7%

I enrolled my child for tennis classes and

increase on its 2016 intake of women.

I get pleasure watching him progress.

AB
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Are you ready to lead?
Leadership requires a mindset shift, says Alastair Beddow, with strategic vision
accompanied by powerful implementation skills and plenty of resilience
Recent political shocks aside, the

undervalued the importance of

Expect the unexpected

business world continues on a

leadership capabilities, preferring

For our book Professional Services

trajectory towards greater global

instead to choose their leaders on the

Leadership Handbook: How to Lead

interdependence and complexity. At

basis of who bills the most or who has

a Professional Services Firm in a New

the centre of the great interconnected

the most years of service. While these

Age of Competitive Disruption, my co-

network of trade and investment

attributes are important, they don’t

authors and I interviewed a wide range

effort are professional services firms,

automatically produce effective leaders.

of leaders of firms. What they all agreed

advising their clients on a range of

A professional firm needs to choose
its leaders – whether the managing

adviser to leader throws up unexpected

and compliance issues. The skills

partner or head of a practice area

challenges. The magnitude of the

and experience of accountants,

– on the basis of who has the most

transition shouldn’t be underestimated.

business advisers and other finance

compelling answers to the strategic

professionals have a critical role to play

questions facing the firm. Which

accountancy firm RSM, acknowledges,

in securing the future prosperity of the

clients and markets offer the strongest

taking on a leadership role requires

global economy.

As George Bull, a senior tax partner at

accountants to adopt a new way of

Although many opportunities lie

thinking. ‘Taking on a leadership role

on the horizon for professional firms,

requires a new set of capabilities but

there are many challenges ahead too.
Technology such as process automation
and self-service accounting software
has disrupted the traditional role and
value of finance professionals. It has
also resulted in the emergence of new
technology-enabled competitors, who
are challenging the dominance of
established firms. Clients of professional
firms have more choice than ever

it is also a mindset shift,’ he says. ‘As

Successful leaders
have confidence
in their vision and
the emotional
intelligence not to
let personal politics
derail that vision

before, and as a consequence are less
pressure on profit margins.

a professional moves up through their
firm, they realise that being a good
accountant is actually no more than a
prerequisite to get onto the leadership
starting block.’
The most obvious change that occurs
when finance professionals become
leaders is that the demands on their
time change. They are likely to spend
a greater proportion on activities such

loyal to individual firms. In turn this puts

as devising strategy, reviewing the
opportunities for growth? What is

performance of other senior partners,

the best way to boost the skills of

and overseeing the implementation of

firms is also changing. The generation

professionals and create a culture of

important firm-wide projects.

of accountants entering the profession

high performance? What is the right

today have radically different career

response to the threat of technology

effective leaders combine capabilities

expectations from their predecessors,

cannibalising existing revenue streams?

in strategic vision (to anticipate and

The talent model of professional

and are less likely to be loyal to one

18

on is that the transition from expert

growth opportunities and regulatory

Although the answers to these

Experience shows that the most

respond to the trends impacting their

employer throughout their career.

questions will be different for each firm

firm) and change management (to tackle

For professional firms to seize

depending on its specific mix of clients,

difficult issues directly to avoid stasis).

opportunities in this competitive and

geographic markets and size, there are

disruptive market requires strong,

many shared lessons that expert advisers

important, if less tangible, role in

visionary leadership. However, many

can take on board as they rise to the

shaping their firm’s culture and values

professional firms have historically

leadership challenge.

by acting as a figurehead or champion

Leaders also take on an equally
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for firm-wide change. Leading by
example is a critical function for
anybody occupying a senior position
because they set the tone for the kind of
behaviour the firm tolerates and how it
expects its people to interact with each
other and with clients.
Given these diverse responsibilities,
is it possible to be a leader in a
professional firm and still undertake
significant amounts of client work? For
some, the answer may be yes, but many
professionals discover that leadership is
a full-time responsibility and to retain a
billable-hours target compromises their
leadership effectiveness.

Five practical tips
According to those who have a
leadership role in a firm, there are
several key behaviours for achieving
effective leadership:
1. Segment your time. As a leader
you will find competing demands
on your time. It is easy to get
distracted with activities that
take up your time but do little to
forward the firm’s strategic vision.
Prioritisation is critical to ensure
you don’t burn out. Segment your
time and ensure that sufficient
hours are dedicated to high-priority
activities to maximise your personal
leadership effectiveness.
2. Don’t avoid the tough choices.
Leaders often fall down because
they avoid making difficult decisions
such as exiting unprofitable
markets or work types. Saying no
to colleagues is tough, especially
in a professional partnership where
everybody feels a strong sense of
personal investment in the business.
Yet successful leaders know they
need to do what is right for the firm
and not indulge pet projects that
lack a strong business case.
3. It is not sufficient for leaders to
articulate a vision, they also need
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to secure buy-in to that change

how you spend your time and what

in order to deliver real results.

you can proactively change for

exciting opportunity and a real privilege.

Communication is one of the

better results. Successful leaders,

Kimberly Bradshaw, a managing director

most powerful, but underutilised,

like the best athletes, constantly

at accountancy firm Buzzacott, compares

leadership tools. Effective leaders

refine their approach to make

the leadership experience to captaining

simplify messages into digestible

marginal gains, and many find an

a ship: ‘The waves change, the wind

elements and repeat them

external coach can help facilitate this

changes, the weather changes, one

frequently to build consensus and

process of self-reflection.

moment it is night and the next moment

support for their vision.

it is day,’ she says. ‘You constantly have

Resilience

to make little adjustments as the world

particularly when they are highly

In addition to their strategy and

around you changes.’ As the external

qualified professionals, can have

implementation strengths, the most

environment for professional firms

a tendency to perfectionism or

effective leaders tend to be very

continues to get disrupted, it is more

control, and get sucked into the

resilient. They have confidence in their

important than ever that firms have well-

minutiae of execution, taking

vision and the emotional intelligence

qualified captains to steer them towards

their eye off the bigger picture.

not to let personal politics derail

their intended destination.

Successful leaders are aware of

that vision. Philip George, a former

their own personal strengths and

managing partner, warns: ‘Don’t expect

Alastair Beddow, director at consultancy

weaknesses, build their top team to

to be the most popular person in the

Meridian West and co-author of

provide complementary skills and

office – you certainly won’t be! It goes

Professional Services Leadership

capabilities, and are not afraid to

with the territory that difficult decisions

Handbook

delegate appropriate tasks to them.

have to be taken, and it is inevitable

4. Delegate where possible. Leaders,

5. It can feel lonely as a leader, with few

20

Stepping up to leadership can be an

that in taking them you will stand on

trusted people to share concerns or

some people’s toes.’ The best leaders

bounce around ideas. It is important

command respect because they are seen

therefore to build time for personal

to make fair decisions in the collective

reflection, to step back and review

interest of the firm.

AB

More information
The handbook is available at
koganpage.com/pslh. AB readers
can get a 20% discount by quoting
PSLH20 at checkout
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The view from
Shagufa Jamaldeen FCCA, controller, Dubai Center
for Special Needs, and oil painter
I’ve always liked working

two significant recessions,

‘For internal

with numbers, so at

including the 2007–08

auditors, artificial

school I studied A-levels in

global financial crisis.

intelligence presents a
huge opportunity for hindsight, some

mathematics, accounting
and economics, completing

The ACCA Qualification

for insight, and little for foresight.’

these exams in a year.

has enabled me to

Source: Institute of Internal Auditors

I chose ACCA for my

acquire comprehensive

accountancy training as I

technical and managerial

found the qualification very detailed and

skills. ACCA’s partnerships with other

Facebook settles lawsuit

rigorous. I was the youngest ACCA-

accountancy bodies have enabled me

Facebook has settled an investors’

qualified accountant in Sri Lanka in 1995.

to obtain regional qualifications in the

class-action lawsuit by agreeing not to

countries I have worked in.

issue non-voting shares, which would
have raised new capital without diluting

In my present job, I am responsible for
the financial accounting and reporting

My current role provides the ideal

CEO Mark Zuckerberg’s control of the

of Dubai Center for Special Needs

work-life balance. I have three children

company. Zuckerberg intends to sell 35

(DCSN). I control all accounting-related

and I’m able to spend quality time

million to 75 million of his own shares

matters, and liaise with banks and

with them while managing my work

over the next 18 months to generate

international donor agencies. I work in

responsibilities. DCSN provides

$6bn to $12bn for him to invest in the

a team with shared responsibilities and

academic and therapeutic services to

Chan Zuckerberg Initiative, which aims

with staff across 25 countries. DCSN

those with special needs and engages

to solve social problems through the

supports a diverse and rewarding

with the community and corporations

use of new technologies. Zuckerberg

work environment.

for fundraising activities.

said: ‘Over the past year and a half,

I worked 12 years for banks and

I like to continually improve my

and the value of our stock has grown

eight years in corporate, with my last

knowledge and technical skills, keeping

to the point that I can fully fund our

role in banking as head of finance at

abreast with the latest developments

philanthropy and retain voting control of

Public Bank in Columbo, Sri Lanka.

in my profession. I’m also actively

Facebook for 20 years or more.’

I’ve worked in US corporates through

engaged with the ACCA Women in

Facebook’s business has performed well

Finance forum in the Middle East, which

Petra resumes mining

works towards supporting women to

Petra Diamonds has been given

achieve board positions.

permission by the Tanzanian
government to resume diamond exports

Completing an MSc
in professional
accountancy with
distinction in
six months has
been my biggest
achievement

Completing the University of London’s

and sales from its Williamson mine.

MSc in professional accountancy with

Activities had been suspended after

distinction in six months has been my

the Tanzanian government blocked a

biggest achievement. I had to manage

parcel of diamonds destined for export,

my studies with a full-time job and

suggesting the consignment was

family commitments.

undervalued. Petra responded that it
was not responsible for the provisional

I love to paint, oil on canvas, whenever

valuation, which was conducted by a

I can find the time. I also enjoy visiting

government agency.

the excellent art exhibitions in Dubai.

AB
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Onwards and upwards
Investors, users, preparers, regulators and auditors seem to be in agreement
that non-financial information reporting needs to take a step up
European voices are calling for a

An Accountancy Europe statement

that the IASB could take on the primary

said: ‘We encourage the IASB to play

the lines of IFRS Standards. However,

role in developing a single global

a more active role in wider corporate

Hans Hoogervorst, chairman of the

framework for NFR as the next step

reporting, as they are currently

International Accounting Standards

in streamlining existing reporting

contemplating. A revision and update of

Board (IASB), has pushed back at the

frameworks. In a statement at the

the IFRS Practice Statement Management

suggestion that the IASB should lead

start of the conference, it said: ‘In the

Commentary, reflecting recent evolutions,

on creating standards for non-financial

longer run one party should take firm

could in our view be a positive step.’

reporting (NFR).

ownership of the development of this

The IASB boss was speaking at a

much-needed framework.’

However, speaking to the conference,
IASB’s Hoogervorst said: ‘Our main

Accountancy Europe reasoned

area of competence is economics. ESG

of Corporate Reporting’, organised

that, given the maturity level of NFR

[environmental, social and governance]

by Accountancy Europe (the umbrella

initiatives and frameworks, it was time

reporting to wider stakeholder groups

body for European accountancy

to take next steps to bring NFR to

requires expertise that we simply do

organisations, formerly known as FEE).

‘investment grade level’.

not have.’ (See also page 54.)

conference, titled ‘Shaping the Future

22

Accountancy Europe had suggested

global reporting framework along
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Many see the well-regarded
International Integrated Reporting

Core & More: the smart solution

Council (IIRC) as the natural body

Accountancy Europe’s Core & More (C&M) initiative aims to present corporate

to become the standard setter that

reporting in a smarter way, organising financial and non-financial information based on

Accountancy Europe has in mind. But

the interests of users. Information relevant for a wider range of stakeholders would be

it would need additional resources and

in the Core report and supplementary details for a narrower audience would form the

a change in structure. In a question-

More report. Technology would be a key driver of success, allowing users to search for

and-answer session at the conference,

what they wanted online. C&M would together meet all compliance requirements, so

Richard Howitt, chief executive of

avoiding the need for another layer of reporting.

the IIRC – which has put value-driven
reporting on the agenda – pointed out
that his organisation already had a road

look at the reported profit and the

calls into question the relevance of much

map which could be used as a starting

balance sheet to guide their investment

current corporate reporting.

point to implement NFR. He said: ‘The

decisions.’ Instead, the valuation has

IIRC stands for the concept of integrating

been based on intangibles such as

Accountancy Europe, said his

financial and non-financial information.’

technology and production methods.

organisation would be looking to set

Olivier Boutellis-Taft, CEO of

up a financial reporting lab, similar

He also said that many of the
frameworks ‘are about 90% the same’

Reality check

to that established by the UK’s

and that the IIRC wanted them to

Despite this, Hoogervorst believes

Financial Reporting Council. He said:

get even closer. Howitt commended

that the financial statements remain

‘Preparers need to have the courage

Accountancy Europe, calling its Core

an important reality check. The IASB is

to experiment.’ Accountancy Europe

& More (C&M: see box) initiative

responding by currently looking at better

would also look to take a leadership role

promising, and pointed out that

communications in financial reporting.

in making a single, high-quality global

the feedback from stakeholders to

In terms of taking on a significant

framework for NFR. He added, however,

Accountancy Europe had uniformly

extra role, the IASB ‘would look at any

that he was not suggesting establishing

called for integrated reporting (IR) to

invitation’ and would do its best to help

a rival body to the IIRC.

be the model of the future. ‘Integrated

with any coordination of NFR.

reporting talks about the hidden capital

While investors appear to be turning

Dutch airport Royal Schiphol Group
has worked hard on its IR and its former

– human and intellectual – and those

more to unstructured information

CFO, Els de Groot, said that the reports

two elements are seen as the most

on companies, at the conference

were getting better every year. Royal

important for driving value and ensuring

users suggested that analysts spent

Schiphol’s IR had already taken on

the competitiveness of Europe,’ he said.

little time reading corporate reports,

board many of the key elements of

instead relying on data that has been

C&M. Despite the hard work, analytics

working on NFR since 2013 with

aggregated by big information providers

suggested that the company had

discussion papers, thought leadership

such as Bloomberg and Reuters – which

attracted 25,000 unique users who

Accountancy Europe has been

and stakeholder engagement. But

spent on average 3.5 minutes on the

the changing notion of stewardship

company’s IR website and looked at five

and communicating longer-term value

pages. So, while there is more to do,
she said: ‘There is no way back; the only

can be traced back to the global
financial crisis, as well as the increasing
divergence between market and
balance-sheet value. Hoogervorst
pointed out that the electric car maker
Tesla’s market value overtook General
Motors, even though GM sells ‘more
than 100 times as many cars as Tesla and
does so profitably’.
He said: ‘These remarkable data
demonstrate that investors do not just

‘Investors do not
just look at the
reported profit
and the balance
sheet to guide
their investment
decisions’

way is forward. Even maintaining the
status quo is moving backwards.’
With NFR moving up the corporate
agenda, policymakers and market
regulators are under growing pressure
to decide how to respond to demands
for global standards on a comprehensive
view of an entity’s performance.

AB

Peter Williams, journalist
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IT’s polling power
Technology clearly has a role to play in today’s elections, but as recent annulments and
claims of hacking have shown, Africa must be wary of the risks, says Alnoor Amlani
Information technology has found

not as quickly, and indeed can provide a

its way into every aspect of life and

much better audit trail.

elections are no exception. This

With high volumes of transactions,

is as true in Africa as elsewhere.

or votes, to be processed, technology

Electronic voting machines, biometric

clearly has a role, but it is far from

voter registration and verification,

foolproof. In many cases aggrieved

SMS verification, as well as online

parties in elections call for a recount,

information portals and the use of social

but how can that be achieved effectively

media in campaigning are all emerging

using IT-based systems? If there is a

as part of the electoral process.

paper audit trail a manual recount is

Namibia’s elections in 2014 were the

technically possible even if it is almost

continent’s first to be run entirely using

always completely impractical.

electronic voting, while the Ghanaian

In both cases systems must be secure,

elections of 2012 and 2016 also saw

reliable and transparent. If this is to

the introduction of digital systems.

be achieved, there must be an audit

Botswana and Nigeria are considering

trail so the process and the results can

e-voting for 2019.

be cross-checked, allowing users to

However, the recent annulment of

have confidence in the exercise. In this

elections in Kenya by the country’s

respect accounting systems perform

Supreme Court due to a failure of the

better than election systems.

technology and allegations of hacking

Elections in Africa also provide a

has reignited the debate surrounding

good reflection of corruption patterns.

the use of IT in conducting elections.

Cape Verde and Sao Tome and Principe

It’s a problem not restricted to

were the most improved countries

Africa. Allegations of Russian hacking

in Transparency International’s 2016

in the 2017 US presidential elections

Corruption Index, and also conducted

highlighted other dangers, and in

the smoothest elections. Meanwhile, in

Australia’s 2016 elections optical scan

Ghana, South Africa, Nigeria, Tanzania

voting systems were found to have

and Kenya, which either declined or

vulnerabilities too.

stagnated in the Corruption Index,

There are parallels between

elections did not go as smoothly.

election management and financial
management. The goal in both statutory
audits and national elections is to have
results that are ‘free and fair’. Both
activities require a lot of data to be
crunched in a limited period of time
and with a high degree of accuracy, and
both must be seen to be transparent
and reliable. A properly conducted
manual system can do the job just as

The recently annulled presidential

With high volumes
of transactions,
or votes, to
be processed,
technology clearly
has a role, but it is
far from foolproof

well as a computerised system, albeit

24

elections in Kenya are likely to have
been rerun by the time this issue of AB
goes to press. Whatever the outcome,
Kenyans hope this time the results
will not be ‘neither transparent nor
verifiable’, as the Supreme Court found
the last ones to be.
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Alnoor Amlani FCCA is an independent
consultant based in East Africa
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A storm is brewing
As Republicans continue to push for the repeal of the Dodd-Frank reforms aimed at
reducing financial risk, the voices of dissent are getting louder, says Ramona Dzinkowski
In an unprecedented season of

provisions of the Act that would threaten

catastrophic storms hitting the US, yet

prudent safeguards for oversight of

another is on the horizon.

companies and markets, including

In June, the US House of

sensible reforms that investors need to

Representatives passed the Financial

hold management and boards of public

Choice Act, which outlined the

companies accountable and that foster

Republican agenda to repeal the Dodd-

trust in the integrity of the markets’.

Frank Wall Street Reform and Consumer

Similarly, the Centre for Audit Quality

Protection Act, passed by the Obama

(CAQ), the CII and the global association

administration in the wake of the 2008

of investment professionals, the CFA

financial crisis to reduce various risks in

Institute, have expressed their shared

the US financial system.

opposition to any legislation that would

Most pundits have predicted that

erode Section 404(b) of the Sarbanes-

the bill will be voted out in the Senate.

Oxley (SOX) Act of 2002. They are

However, a new card has been played to

particularly opposed to eliminating third-

sidestep this inconvenience.

party inspection of a company’s internal

In September, US Republican party

controls over financial reporting (ICFR).

senator Ted Cruz continued the push

CFOs are also likely to hold this view.

for Dodd-Frank’s repeal by considering

In a pop survey by CAQ of 105 CFOs of

the possibility of passing key elements

publicly traded US companies, 79% feel

of the Financial Choice Act through

that the overall quality of information

the budget reconciliation process via

in audited financial statements has

President Trump’s tax reform package.

improved since the enactment of SOX.

While complicated, and not ideal,

Eighty five percent believe that the ICFR

this improves the odds of repealing

audit function has either greatly (34%) or

these elements considerably and if

somewhat (51%) helped their company.

these provisions become law, they

As for conflict minerals disclosure,

could significantly impact the financial

perhaps the point is moot. In April, the

regulatory rulemaking process.

District Court of Columbia upheld the

The Financial Choice bill includes
notable changes to the corporate
governance landscape and Securities
and Exchange Commission (SEC)
reporting and disclosure requirements. It
also includes the repeal of section 1502
of Dodd-Frank – the statutory authority
for the SEC’s conflict minerals rule –
thereby eliminating mandatory conflict
minerals reporting, among other
things. Opponents of the bill have grave
concerns. The Council of Institutional
Investors (CII) is ‘deeply troubled by

claim that conflict minerals reporting

The CII is ‘deeply
troubled by
provisions ... that
would threaten
prudent safeguards
for oversight of
companies and
markets’

violated the First Amendment of the US
constitution. The SEC then announced
that it would not be enforcing a
conflict minerals report and associated
independent private sector audit (IPSA).
Stay tuned for more on what this
means for US filers of conflict minerals
reports and rules in other jurisdictions.
Ramona Dzinkowski is a Canadian
economist and editor-in-chief of the
Sustainable Accounting Review
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A sense of pride
Seeing and contributing to the many ways that ACCA works in the public interest
has been the highlight of the year, says outgoing president Brian McEnery
My time as president, and as a Council
member and officer before that,
has instilled me with a real sense of
pride in ACCA and the work that we
do. I have always had pride in my
qualification and ACCA designation,
and the hard work and technical
prowess that it represents, but over
the last few years I have also grown
to appreciate the bigger picture and
value the work that ACCA does to
advance our profession.
The highlight of my presidential term
has been seeing and contributing to
the many ways that ACCA works in the
public interest around the world.
Across our many markets, we play
a really valuable role in safeguarding
the public trust in the accountancy
profession; in helping governments and
other stakeholders to build and protect
their economies; and in training the
frontline of finance professionals across
all sectors.
Just this year, for example, we have
worked extensively in Vietnam with the

26

Ministry of Finance, the State Audit

strategic alliance as ground-breaking:

you to my fellow officers and Council

Office and other stakeholders to build

we are bringing together almost

members for your support and wise

a young generation of accounting

800,000 current and future finance

counsel, and of course to the ACCA

and finance professionals who will be

professionals under this agreement,

staff in our offices around the world for

essential to the economic growth of

and it is an unparalleled opportunity

the work that you do.

the country. We have also assisted

for us to work together on shaping

an important project to strengthen

and leading the profession around

but my ACCA journey still has a long

the capacity of the Accounting and

the world. I am looking forward to

way to go. I know that I will continue

Auditing Policy Department of the

seeing this alliance develop over the

to be proud of the work that my

Ministry of Finance in Vietnam as it

coming years, and to see both our

membership body does under the

evolves to incorporate more autonomy

memberships benefit from the work we

auspices of our current deputy and

and resources.

are doing together.

incoming president, Leo Lee.

My term as president may be ending,

AB

Another highlight of my time as

It has been the highest honour

president has been our extensive

to serve as your president and to

Brian McEnery is a partner specialising

collaboration with CA ANZ. I am not

represent ACCA’s members and

in corporate restructuring and

exaggerating when I refer to our

students around the world. Thank

healthcare consulting at BDO in Ireland
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Take precautions
While accountants generally were not caught in the thick of the last financial crisis,
corporate treasurers could prove a key defence when the next one comes

T

his year marks a dark anniversary for the financial

while accountancy emerged largely unscathed, the profession

services sector. A decade ago investors started to

was affected, according to industry experts.

detect the first signs of what would turn into the

‘Accountancy was not at the heart of this crisis,’ says James

most damaging crisis since the 1930s. The shockwaves

Peterson, a former partner at Arthur Andersen and author of

that emanated from the US sub-prime meltdown caused

Count Down: The Past, Present and Uncertain Future of the
Big Four Accounting Firms. ‘For a start, this is an evergreen
sector that can do okay even when the rest of the economy is
in deep freeze. Companies can’t simply opt out of audits or tax
compliance just because times get tough.’
The professional services sector, of which accountancy

considerable damage to reputations and profit margins of
many businesses in the financial industry – from banks to
rating agencies.
There was one notable exception. Relative to other branches
of the sector, accountancy escaped relatively unharmed. But
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Technology: positive or negative?
Technology could play a much larger role in the next
meltdown. But experts are divided over whether this will
be a positive or negative role. John Hawksworth, chief
UK economist at PwC, believes that a more sophisticated
generation of cyber-terrorists could move beyond attacking
individual companies to targeting the system as a whole. On
the other hand, according to Lawrence Rufrano, an official
at the US Federal Reserve during
the crisis, artificial intelligence
(Al) is increasingly being used to

is a major part, even beneﬁted
from the growing complexity of
regulation – which was spurred
in part by the crisis. For example,
since 2008 the sector has grown

The profession
was not completely
unaffected. The
way accountants
evaluated the
balance sheet of
banks came in for
some criticism

the potential to address a host of
systemic vulnerabilities, from fraud to
illegal trading activity, he says.

since top executives have become
more eager to learn about how to
avoid problems that arose during
the crisis – from reduced access
to capital to counter-party risk,’
says Boyce.

on average by 4.5% a year in the

In terms of blame for the crisis,

UK, compared to nominal GDP
growth of 2.6% for the economy as a whole, according to data

governments and the public had bigger ﬁsh to fry. The bulk

from PwC.

of the public anger was directed at the investment banks

‘Regulation and processes are becoming more elaborate

that had produced a range of toxic products, along with the

in a knowledge economy,’ says John Hawksworth, chief

credit rating agencies that had given them a guarantee of

UK economist at PwC. ‘The financial crisis accelerated

safety. Economists were castigated for failing to spot the

this process.’

looming problems.

Corporate treasurers, meanwhile, were also relatively

28

provide early warning signs. Al has

Still the accounting profession was not completely

insulated in terms of employment. ‘When companies are

unaffected. The way accountants evaluated the balance sheet

in distress, corporate treasury departments are busier than

of banks came in for some criticism. ‘The industry as a whole

ever since they have to deal with the banks and credit rating

could have done more to raise concerns about the soundness

agencies,’ says Sarah Boyce, associate director at the UK’s

of the banks,’ argues Stella Fearnley, a professor in accounting

Association of Corporate Treasurers. And the profile of

at Bournemouth University. ‘Banks ended up looking stronger

corporate treasurers was actually enhanced by the crisis.

than they actually were due to the way we were accounting

‘They have been given a lot more air time with boards,

for certain financial assets on bank balance sheets and the
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way potential loan losses were calculated. The financial
statements of the banks didn’t always show a full and fair view

Countdown to crisis

of their situation.’ Since the crisis, the International Accounting
Standards Board has devised new rules that aim to address

15 September 2008

some such criticisms, moving from a model in which losses

US bank Lehman Brothers
ﬁles for bankruptcy

are recognised only when incurred to one in which companies
must provision for potential losses over the next 12 months. A

6 September 2008

survey by Deloitte estimated that half of the banks interviewed
by the ﬁrm expected the new rule would increase loan loss
provisions by up to 50%.
The crisis also led to important changes in the way
corporate treasurers operate. During the meltdown several
standard sources of credit for companies dried up, including
the market for commercial paper – short-term debt that
businesses use to fund operations. Some banks also curtailed
access to loans.

14 March 2008
US investment bank Bear
Stearns is bought out by
JPMorgan, becoming the
biggest victim so far of the
mounting crisis

‘The crisis served as a reminder that corporate treasurers
need to be versatile and consider multiple options to get the
capital needed to run businesses,’ says Boyce.
Treasurers have also been impacted by updated
regulations forcing banks to hold more capital for riskier
debt. One result is that instead of requesting a seven-year
credit facility, for example, which would force banks to
hold more capital, they ask for a five-year facility with the

9 August 2007

US government steps in
to rescue Fannie Mae
and Freddie Mac, two
government-sponsored
enterprises that
guaranteed mortgages

14 September 2007
British bank Northern Rock
faces a liquidity crisis,
prompting the first run on a
bank in the UK for 150 years

BNP Paribas freezes
three funds dedicated to
trading collateralised debt
obligations, containing
packages of sub-prime loans

option to roll over for two more years, explains Boyce. And
even corporate treasurers at smaller firms now often enact
trades directly via a trading platform rather than through

less well understood by regulators, so this is also a risk that we

brokers, deploying technology that makes it easier to

should be aware of.’

comply with post-crisis rules on reporting trades. ‘Corporate

And some of the measures taken by central banks to avert

treasurers have got caught by a lot of rules intended for

a depression following the 2008 crisis could also come back

banks,’ says Boyce.

to haunt governments. Easy monetary policy has encouraged

And corporate treasurers in particular will be on the

companies, consumers and governments to take on more

front line when the next crisis hits, attempting to keep the

debt, which may become harder to service as interest

capital ﬂowing to fund the operations and investments of

rates rise.

their companies.

Economists at Deloitte and PwC believe risks of a renewed
crisis at present remain low, with improving economic

A fact of life

growth and improved financial surveillance by regulators.

Since economists agree that downturns are a fact of life, the

But hopefully the lessons learnt from the last crisis will

question is not whether another crisis will occur, but rather

stand accountants in good stead when the next downturn

when and why. ‘The causes of the next crisis are unlikely

does finally come.

to be the same as the last one,’ says Ian Stewart, chief UK

‘Treasurers learnt to be even more cynical about the ability

economist at Deloitte. ‘Central banks are carefully monitoring

of banks to guarantee credit in troubled times and to be

the banks and have developed more macro-prudential tools

as flexible as possible,’ adds Boyce. In advance of the next

to help prevent debt from getting out of control – especially in

meltdown, the best treasurers have realised the need for

mortgages where the last crisis originated.’

strong internal relations – so that boards understand the need

Still, new sources of danger are likely to arise. ‘As bank
regulation has tightened there is always a risk that this will

for swift actions – as well as strong external relations with the
likes of banks and rating agencies.’

AB

push higher risk activities outside the regulated sector,’ says
PwC’s Hawksworth. ‘In addition, new technologies may be

Christopher Fitzgerald and Fernando Florez, journalists
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Roll out the silk carpet
China’s Belt and Road project is taking shape fastest in Pakistan, where the impact has
been huge. A knowledge of Chinese culture will help finance professionals reap benefits

P

akistan’s economy is already feeling the impact of the

raw materials to CPEC projects is local – from Pakistan.’ He

China-Pakistan Economic Corridor (CPEC), part of

refers to Pakistan’s increased GDP growth rate (now 5.2%)

China’s massive Belt and Road development project to

and its upgrading from frontier market to emerging market

connect major centres in China with Europe and fuel industrial

by investment research company MSCI. ‘That has brought

development. The Belt and Road initiative encompasses

Pakistan onto the radar of other investors – not Chinese, but

one maritime route and six land corridors, the fastest, most

other Asian and Western investors,’ he says. ‘So Pakistan’s

advanced of which is the China-Pakistan route. CPEC aims

economy is certainly improving.’

to promote economic cooperation through collaboration on

Industrial cooperation projects under CPEC include setting

projects focused largely on energy (it should ultimately double

up special economic zones (SEZs) to reduce Pakistan’s trade

Pakistan’s energy generation capacity), as well as road and

deficit and create jobs. Of those surveyed for the ACCA-PCI

rail infrastructure, industrial development and Gwadar Port

report, 43% say they will move to an SEZ to improve their ability

(Pakistan’s deep-water harbour on the Arabian Sea).

to compete with Chinese imports. In addition, 59% say their

As highlighted in a detailed research report commissioned

organisation has plans to scale up to meet any growing demand

by ACCA Pakistan with the Pakistan-China Institute (PCI),

caused by CPEC. A large majority (79%) think their organisations

titled The economic benefits of the modern silk road: The

will adapt to changes brought about by CPEC and that they

China–Pakistan Economic Corridor,

will make changes to their business

Pakistan’s economy could benefit

strategy within one to five years.

substantially. The cash inflow from
CPEC is expected to exceed the
total amount of foreign direct
investment in Pakistan since 1970.
The ACCA-PCI report looks at how
finance professionals perceive CPEC
and examines their plans to prepare
for the future. It also considers
the skills they will need to benefit
fully from CPEC. The report draws
on an online survey of around 500
finance professionals, interviews with

‘I would advise
accountants to have
a long-term view of
the China-Pakistan
Economic Corridor.
It’s not about today
or tomorrow; it’s
about the day after’

stakeholders, and group discussions
held in Islamabad and Pakistan’s four
provincial capitals to conduct a SWOT (strengths, weaknesses,
opportunities and threats) analysis.

SWOT analysis
As the ACCA-PCI report explains,
business and finance professionals
believe Pakistan has strengths that
can help it benefit from CPEC,
including the availability of human
resources. However, there are
weaknesses too, particularly a
lack of skills, indicating the need
for capacity building and greater
literacy. Another perceived weakness
is a lack of awareness about CPEC,
which needs to be addressed

through workshops, seminars and publications.
In terms of threats, there are some concerns about the
potential mismanagement of resources and governance issues.

Economic impact

Local businesses could also be challenged by Chinese imports

Many industrial sectors in Pakistan are expected to grow as a

– 74% of survey respondents think CPEC will increase the

result of CPEC, including banking, insurance, wider financial

inflow of goods from China. At the same time, opportunities

services, construction, cement, steel, automotive, refining,

such as the generation of employment, increased trade and

power generation, cable and electrical goods, transport and

improvements in infrastructure are widely recognised.

tourism. ‘Local industries have been given a big boost,’ says

30

Professional accountants – both company executives and

Mustafa Hyder Sayed, executive director of the PCI. ‘Jobs

their advisers – will play an important role in ensuring Pakistan

are being created on a large scale because the supply of

maximises the CPEC opportunities. There could be valuable
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Construction of the new Silk Road is well under way in
Pakistan, with this Chinese-built tunnel in the previously
cut off Gojal valley expected to support increased trade
opportunities for the profession itself too. For example,

the form of stakeholder interviews identified the need for skills

finance professionals could provide one-stop-shop solutions

in cross-border trade finance.

for Chinese investors, including company registration,

Executives from Chinese companies interviewed think that

accounting and tax advice. ‘The professional management of

their Pakistani counterparts will need a good understanding

CPEC projects is the key to their success,’ says Sayed.

of Chinese culture and knowledge of Mandarin to get the

Arif Masud Mirza, ACCA’s regional head of policy for

most out of CPEC, but also international vision, familiarity with

MENASA, believes however that work remains to be done.

project practices used by Chinese companies, knowledge of

‘Professional accountants thrive on certainty of information,

tax policies, rebates and concessions allowed under CPEC in

which makes budgeting, forecasting and planning exercises

Pakistan, and full awareness of the business policies set up by

far more accurate. The research reveals that stakeholders still

Pakistan’s government for CPEC projects and companies.

have questions for government on CPEC, especially around

Sayed suggests that accountants begin preparing for CPEC

the taxation implications of the SEZs. Will only Chinese

by visiting its website (cpecinfo.com) to find out more about

companies benefit from the tax concessions or will local

its projects. ‘Accountants should also learn Chinese,’ he

companies also benefit? These are important policy decisions

confirms. ‘That will help break the biggest barrier in business, by

that have yet to be taken and communicated,’ he says.

connecting on a personal level.’ The PCI is running programmes
with ACCA, including cultural training such as a course in

Skills development

Mandarin for business. Around 86% of survey respondents

Making the most of the available opportunities will require

agreed they should attend short courses on business, and

skills development. A majority of survey respondents

Chinese language and culture.

(70%) think finance function executives will need new skills,

‘I would advise accountants to have a long-term view of the

knowledge and behaviours to handle the challenges of CPEC.

China-Pakistan Economic Corridor,’ Sayed says. ‘It’s not about

In particular, respondents highlight the need for communication

today or tomorrow; it’s about the day after. So have a long-

(69%), business analytics (66%), tax knowledge (52%) and

term view, position yourself and reap the dividends.’

AB

leadership ability (52%). In effect, finance professionals will need
to become strategic business partners. Additional research in

Sarah Perrin, journalist
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On a new footing
From trade deals to political repercussions and immigration curbs, Brexit could
significantly alter Australia and New Zealand’s relationships with the UK

T

he UK is a little more than 1,400km long – roughly

Complications for the UK aside, Brexit is anticipated to have

the same distance as between Melbourne and

wide-reaching consequences across the globe. As trading

Brisbane, and well below the full length of New

partners and cultural cronies to the UK, Australia and New

Zealand. Yet it currently has a range of political disunion that

Zealand can expect their relationships with the UK to change.

could easily satisfy an entire continent.

So what are the likely impacts?

The unification of Ireland is an ongoing legacy issue, large

Bryan Gould, former member of UK Labour’s shadow cabinet

parts of Scotland still itch for the independence it voted

and author of Rescuing the New Zealand Economy: What went

against in 2014, while June’s general election returned a hung

wrong and how we can fix it, says Brexit will allow both the

parliament after a split vote between the democratic socialism

UK and Australia and New Zealand, plus much of the rest of

of Labour’s Jeremy Corbyn and the traditional conservatism of

the Commonwealth, to re-establish a trading pattern that was

the Tories’ Theresa May.

uniquely suited to all parties.

Among these ongoing political fractions, Britain now faces

‘That is, the UK would have access to the most efficiently

arguably the most difficult piece of foreign policy negotiation

produced food and raw materials, so that British costs

of the post-World War Two era. Negotiations on Brexit – the

could remain lower than those of their major manufacturing

UK’s exit from the European Union – have already begun. Last

competitors, and they would – in return for providing

year’s referendum witnessed the Leave campaign edge out the

guaranteed markets to Commonwealth suppliers – obtain

Remain one by a slender 52% to 48%. Another political fault

preferential markets for British manufactured goods in those

line, one that many people had never realised existed, had

Commonwealth countries,’ he explains.

been formed in the UK.

Sensitive issue
Emergency exit

Anna George, adjunct professor at the School of Public Policy

On 29 March, the UK triggered Article 50 of the Treaty of

and International Affairs at Murdoch University, Perth, says

Lisbon (which became law in 2009), meaning it was leaving

that, based on the assumption that Australia and New

the EU and has two years to negotiate an exit deal. Article 50

Zealand have similar interests in exporting agriculture and

actually provides a salient example of the difficulties that the

meat products, the UK will either adopt EU food and product

UK faces in its negotiations. Giuliano Amato, a former prime

regulations and standards in their totality, or it will cherry pick

minister of Italy, is the man behind Article 50. After Britain

export markets and create an internal segmented market
subject to different regulations.

voted to leave the EU, he said it

‘The EU has already put Australia

had been written largely for show.
‘My intention was that it [Article 50]

on notice about working with the

should be a classic safety valve that

UK on free trade agreements [FTAs]

was there, but never used,’ Amato
said. In particular, the ridiculously
short two-year negotiation period
was a major disincentive. Trade deals
with the EU can reasonably take
eight to 10 years to negotiate. Britain
had become the first EU country to
smash the glass on the ‘In case of
emergency’ red box and will now
have to deal with those uncertain

‘Britain now faces
arguably the most
difficult piece of
foreign policy
negotiation of
the post-World
War Two era’

consequences. And quickly.
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prior to Brexit being finalised,’ says
George. ‘This is a sensitive area that
could rebound on Australia in its EU
free trade agreement negotiations as
it appears to be actively supporting
the UK, including sharing trade
expertise. The perception of an
anglophile approach to trade and
economic policy may increase within
the EU as difficult Brexit talks get
under way.’
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Selwyn Black, partner at law firm Carroll & O’Dea, warns
that the full impacts of Brexit are not yet known. ‘However,

Over the past 50 years Australia and New Zealand have
both shifted the focus of their trade away from Britain
and towards the Asia-Pacific region

Australia and New Zealand have limited banking exposure
to the UK and Europe, and therefore our financial system

negatively impact the Australian economic position in the

is relatively insulated from any fallout,’ he says. ‘Australian

global value chains that rely on ease of trade and investments

and New Zealand trade with the UK has also reduced in

in the European single market.

importance over the past 50 years, as they shifted their focus

‘The aggregation of trade and investment data on market

towards the Asia-Pacific region. Any slowdown in the UK

complementarity and financial exposure with the UK and

economy and UK imports of Australian or New Zealand goods

the EU (minus the UK) indicates that it is in Australia’s best

and services arising from Brexit will have a relatively muted

economic interest to prioritise a preferential partnership with

effect on Australia and New Zealand.’

the EU over a new free trade agreement with the UK,’ he says.

Black says the tourism industry in Australia and New Zealand

‘The market volatility created by the hard Brexit will have a

may well suffer the most from Brexit, as the UK accounts for a

significant direct bearing on the Australian financial market

significant proportion of tourism exports.

and, given the high levels of home bias, a significant indirect

Giovanni Di Lieto, who lectures on international trade law

bearing on Australian portfolios.’

at Monash University in Melbourne, says the UK’s so-called

Charles Finny of government relations and public policy

‘hard Brexit’ line, where it does not even retain membership

firm Saunders Unsworth, who has previously worked in New

of the single market (the so-called soft Brexit option), would

Zealand’s Department of Trade and Industry and Ministry
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of Foreign Affairs and Trade, says that short-term changes
in UK immigration and education policies may also make it

Australia and New Zealand would welcome a deal with
the UK that gives tariff-free and quota-free access to the
British market for their food and raw materials exports

more difficult for New Zealanders and Australians to work and
study in the UK.

Black says the opportunity for Australia and New Zealand
to negotiate a free trade agreement directly with the UK

Trade implications

may provide a boost to the Australian and New Zealand

As the UK exits the EU trading bloc, it will be the

economies. ‘Given the similar cultures and close historic ties

implications for trade that will consume much of the discussion

between the nations, we expect a deal can be struck,’ he

in coming years. While this is a complicated process for the

explains. ‘We note that discussions for a free trade agreement

UK, Gould suggests that from Australia’s and New Zealand’s

are currently ongoing, but any deal may need to wait for Brexit

viewpoint, Brexit could mean a renewed opportunity to sell

to formally occur.’

into a tariff-free market in the UK – though they will also be
seeking free trade arrangements with the EU.
‘For Britain, there is the chance to beat the EU to the punch

Finny says the trade equation is very complicated: ‘This
is not just a huge exercise for the UK, it will stretch the EU
negotiating resource and will be a challenge for Australia and

and negotiate free trade agreements with both countries, and

New Zealand. New Zealand, for example, needs to continue

with the rest of the Commonwealth, notably India,’ says Gould.

the existing process with the EU, which will hopefully see an
FTA in place in two or three years. It will need to press for an

Fair trade opportunity?
‘With more than 50 international trade deals needing

FTA with the UK in such a way that it does not result in any
pushback from the EU.’
Steve Guy, general manager for market access at Wine

to be renegotiated as a result of Brexit, the UK faces

Australia, believes there will be many opportunities to discuss

an unprecedented opportunity to deliver truly fair trade

mutually beneficial trade through a free trade agreement or

that brings prosperity to the poorest countries around

technical treaty for the trading of wine. ‘Australia currently

the world.

has a bilateral agreement on trade in wine with the European

‘Millions of farmers and workers from developing countries

Union, which provides various non-tariff market access

rely on trading with the UK, so renegotiating trade deals with

benefits,’ he says. ‘Once the bilateral treaty no longer applies

these countries has the potential to make or break the future

in the United Kingdom we will need to ensure these benefits

for these marginalised farmers.

are maintained for Australian wine.’

AB

‘If, for example, we see the introduction of trade rules that
allow the poorest countries to export their produce to the UK

Trevor Treharne, journalist based in Sydney

tariff-free and quota-free, without being required to do the
same in return, the impacts could be truly profound.’

This is an edited version of an article first published in the

Molly Harriss Olson, CEO, Fairtrade Australia & New Zealand

August/September edition of Acuity, the member magazine of
ACCA’s alliance partner CA ANZ
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Trust takes a nose-dive
Ipsos’s global trends survey of more than 18,000 adults in 23 countries has found that
trust in business and government continues to be at a low ebb

Trust in business continues to dwindle

Doing their bit for society

Half the public don’t trust businesses to tell the truth and

In future, according to 68% of respondents to the Ipsos

believe the economy is rigged to the advantage of the

survey, the most successful brands will be those that make

rich and powerful. According to the Ipsos Global Trends

the most positive contribution to society.

survey of attitudes towards trust, brands, business,
society and social media, over a third don’t trust business

Brands should make a difference

to improve economic and social conditions. Business

Agree

fared better than trust in systems as a whole, however.
Are businesses leaving communities behind?
Agree
Indonesia
India
S Africa
Brazil
Turkey
Poland
Canada
US
Peru
Spain
Mexico
Australia
Italy
Germany
Sweden
Argentina
Japan
Belgium
Russia
S Korea
France
UK
Total

Disagree

84%
80%
69%
65%
55%
53%
52%
52%
52%
49%
48%
47%
46%
44%
44%
43%
38%
37%
35%
35%
33%
32%
50%

More information
The full results of the Ipsos Global Trends survey can
be downloaded at ipsosglobaltrends.com

14%
17%
26%
30%
42%
33%
40%
41%
43%
48%
48%
44%
46%
47%
49%
48%
35%
55%
51%
60%
58%
58%
42%

Indonesia
India
China
S Africa
S Korea
US
Canada
Australia
Poland
UK
Japan

Disagree

10%
13%
12%
16%
17%
21%
23%
20%
23%
24%
26%

86%
83%
80%
77%
77%
67%
66%
65%
61%
60%
49%

Government gets thumbs down
Many see their government as a remote institution. Only in
India, Indonesia and Canada do fans outnumber critics.
How is your country being run?
Satisfied
India
Indonesia
Canada
US
Germany
UK
Australia
Poland
Japan
S Africa
S Korea

60%
54%
42%
30%
26%
26%
20%
17%
13%
10%
10%

Dissatisfied

19%
23%
32%
53%
46%
47%
51%
64%
41%
80%
66%
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For the journey
Finance shared services centre operators need to offer clear career pathways, learning
opportunities and mentoring if they are to compete effectively for talent

Y

oung finance professionals working in shared

(FSSC) – an internally owned (‘captive’) operation centre – as

services are ambitious, mobile and embrace

opposed to a retained finance function or centre of excellence.

technology, but many are aiming to move into a

FSSCs typically provide core finance processing activity
support, such as accounts payable and receivable, fixed assets,

different finance role in future.
These are some of the key findings from a detailed study
of the aspirations of younger professionals working in finance

ACCA’s 2017 follow-up study focused on these young FSSC

shared services. Generation Next:

workers. It found that they are

managing talent in finance shared

attracted to work in finance because

services contains the first sectorspecific analysis and follows up
on ACCA’s 2016 Generation Next
report, which looked at what attracts
individuals to finance careers, their
ambitions and learning preferences.
Almost 19,000 finance professionals
aged from 16 to 36 from 150 countries
took part in the 2016 survey. Some
30% of respondents who were
working in medium-sized or large
corporate employers were employed

Employers need
to help younger
FSSC professionals
feel engaged in
their work and see
opportunities for
progression – or
else risk a broken
talent pipeline

in a finance shared services centre

36

general ledger accounting and expense processing.

of the long-term career prospects,
the ability to develop a broad
range of skills, and the ability to use
those skills inside and outside of
finance. Similarly, the opportunity
to learn and develop new skills,
career progression and financial
remuneration are the key factors
for employers looking to attract
and retain FSSC professionals. The
findings are closely aligned with
the global Generation Next results,
as are FSSC respondents’ career
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aspirations. For example, the vast majority are keen to gain
seniority in their area and lead a finance team.
Technology is being embraced by young finance
professionals. Those in FSSCs are highly likely to see it as an
opportunity, enabling them to focus on high value-added

Snakes and ladders
Are the opportunities for career progression as you expected?
40%
Central/
Eastern
Europe

activity (88%). They are also more likely to expect technology
to replace many entry-level roles in the profession (64%

24%

FSSC respondents ultimately appear to be looking for a
way out of shared services. Almost 90% would like a role in a
different area of finance. Almost 70% say they would like to

28%

28%

29%
SubSaharan
Africa

half of FSSC respondents have been in their current role for
next role within two years.

47%

28%

or country. They also like to move on relatively quickly. Over
under two years, while a majority would like to move to their

Malaysia

26%

Finance shared services professionals are just as mobile and
The vast majority are interested in working in a different region

46%
Ireland

compared with 57% of all Generation Next participants).
keen to move role as other young finance professionals are.

25%

28%

32%

UK

61%
35%

16%
Worse or much worse

Average

37%

43%

29%
As expected

Better or much better

Source: Generation Next: managing talent in finance shared services

work in another sector and move to a large corporate, with
the majority opting for the retained finance function. At the

key functions in finance services. Employers have found that

same time, FSSC respondents are notably more likely to be

such activities can improve talent retention, demonstrating

aiming to work in a shared service centre of a medium or large

to employees that the organisation is invested in developing

corporate than are respondents from other finance roles. It’s

them. Research participant Peter Morgan, head of finance

not clear whether this is down to preference or a perception

at BBC Cardiff, says that regular rotation between divisions

that FSSC personnel’s options are confined to shared services.

enables people to work with new stakeholders and business

Almost 80% of FSSC respondents see barriers to moving out

contacts and ‘actually feels like you’ve transferred to a new

of shared services, particularly a lack of transparent paths into

company [and] that’s what keeps people engaged’.

retained finance roles (over 30%), inadequate value being

Employers should try to encourage internal promotion and

placed on their FSSC experience and cultural challenges

employee-led initiatives to support innovation and growth.

within their organisation.

This can help to keep individuals engaged in their work and

Meanwhile, a separate survey of ACCA members in FSSC

increase their job satisfaction. Gary Leeds, head of finance

leadership roles has found that they feel engaged, challenged

operations at L&G in Cardiff, uses a talent matrix that helps

and excited by the pace of change, with the majority wanting

him identify and focus on top performers, ensuring that the

to continue following a shared services career path. For

company can ‘move them forward faster than maybe some

finance professionals in leadership positions, shared services

others’. But he concedes: ‘People management is the one

increasingly represent a career destination. It seems that

thing that can easily get pushed to one side when the pressure

employers need to help younger FSSC professionals to feel

is on, and there is always more than can be done.’

equally engaged in their work and see opportunities for
progression – or else risk a broken talent pipeline.
ACCA’s analysis suggests that employers should ensure their

ACCA’s research also suggests that technology could
provide an opportunity to boost the appeal of FSSC careers.
Shared services could be positioned as the innovation lab

FSSC has a strong brand within the organisation, with clear

of the wider business, making it a more attractive career

executive commitment to it. They also need to build structured

destination for younger, tech-savvy generations.

AB

career pathways that possibly run across the entire finance
function, including a broad range of learning opportunities in
the organisation and beyond to satisfy young professionals’
appetite for progression and personal development.
Rotation, mentoring and further training can help to keep
younger FSSC professionals motivated. Many employers,
for example, are implementing formal rotations between

Sarah Perrin, journalist
More information
There is more on Generation Next at bit.ly/generation-next.
Read the full findings of the report on finance shared service
centres at bit.ly/ACCA-GN-SS

November/December 2017 Accounting and Business

GL_I_SharedServices.indd 37

37
04/10/2017 12:04

More in the pipeline
With US shale gas production soaring and businesses globally switching to gas
from nuclear and oil, the sector is in ferment and supply contracts in flux

T

he gas sector is evolving: price cuts and supply

Spot market impact

boosts (particularly from the impact of US exports)

‘With 70% of global gas demand coming from Asia –

are creating new challenges for finance professionals.

particularly Japan, South Korea and China – the rise of the US

From a buyer’s perspective, gas has ‘probably never been

as exporter could represent a significant shift,’ says Narayanan

more attractive’, according to a recent ACCA report Far East

Vaidyanathan, senior business analyst at ACCA. ‘A climate of

to Wild West: demand and supply in the new gas landscape.

low prices is also likely to influence the direction of events.’ In

Liquefied natural gas (LNG) is mainly traded under long-term

some markets such as LNG, cheaper supply from the US may

contracts indexed to the oil price: as the oil price has dropped,

support a rebalancing from long-term contracts towards the

so has that of LNG. Demand is also strong, with the number

spot market, with arbitrage activity expected to rise.

of countries importing LNG almost doubling in the past 10

‘The reason the LNG price has been relatively stable in the

years (there are now 30 LNG importers). Meanwhile the supply

past is because it has been indexed to the oil price through

of gas available for international shipment is rising – and this

long-term contracts,’ says Adi Karev, global oil and gas leader

too could affect LNG prices. LNG production now exceeds

at EY. ‘With the arrival of cheap LNG from the US, there is a

230 million tonnes a year, and is

price differential in the market for

expected to hit 370 million by 2020.

the first time. It’s therefore inevitable

ACCA’s report, which draws on

that arbitrage activity will increase,

the views of industry experts and

and the spot market will strengthen.’

a global survey of 413 professional

‘We are going to see a very

accountants, identifies the rise of

different LNG market by 2020,’ says

the US as a gas producer as a major

Al Troner, president of Asia Pacific

development in the global market.
The US, which used to be a net
importer of gas, shipped its first
LNG cargoes in 2016. In February of
that year, Houston-based Cheniere
Energy dispatched a shipment of
LNG to India – the first batch of

‘The US’s arrival
as an exporter of
LNG will be a gamechanger for the
global gas sector’

US shale gas ever to be delivered

moving to more of a buyer’s point of
view. It’s something the gas sector,
and finance professionals within it,
will have to adjust to.’

Sell-side perspective
For gas suppliers and investors, low

to Asia. Among ACCA’s survey

gas prices are a worry. Two-thirds

respondents, 79% agreed that the rise of the US as a global

of ACCA’s survey respondents said they were concerned or

gas producer will have a serious impact on global gas markets.

extremely concerned that further drops in the oil price would

‘The US’s arrival as an exporter of LNG will be a gamechanger for the global gas sector,’ says Philippe Berterottière,

cause gas prices to fall.
The oil price drop could damage plans for some proposed

chairman and CEO of GTT, a French LNG engineering

LNG projects around the world, according to Troner, but he

company. ‘The biggest impact will be increased pressure on

believes supply will continue to expand. ‘Even the world’s most

prices. While the demand for LNG in Asia should rise over

careful and conservative oil and gas companies have run into

time, the US should be able to maintain relatively low prices

serious cost overruns on their ventures into LNG,’ Troner says.

for its LNG, due to existing infrastructure and a good domestic

‘And a lot of the players currently proposing LNG projects

supply of gas. This probably means that prices for LNG in

are being far too optimistic about their viability in the current

Asia will drop over time, and buyers will be able to negotiate

environment. Even so, there will still be an overhang of supply.’

better deals.’ US gas companies are also likely to find export
opportunities beyond Asia.
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Energy Consulting. ‘We seem to be

Gas has some weaknesses when compared to oil (see SWOT
box on page 40). For example, gas wells cannot be turned on
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or off as easily when prices fluctuate, and the infrastructure

Increased price pressure will have a significant impact

needed to store and transport gas is more complex. For such

on accountants within LNG companies. For example, in

reasons gas tends to be seen as a longer-term commitment.

December 2015 Petronet LNG, an Indian LNG importer,

‘No one expects to become rich from a gas project by

renegotiated its 1999 contract with Qatari producer RasGas,

tomorrow morning,’ Troner says. ‘It’s always a longer-term play,

slashing the original price by around half.

with a more complex set of contracts.’
Experienced gas companies clearly still find gas an

Finance professionals are affected by such developments, as
they have key roles to play in renegotiating existing contracts

interesting long-term prospect, though. Among ACCA’s survey

and drawing up new ones. Meanwhile, as buyers seek to

respondents, 39% said that their business was looking for new

renegotiate long-term gas contracts, project finance decision-

gas projects as a result of falling oil prices.

making comes under much greater scrutiny. ‘It’s getting harder
and harder for finance teams to find viable projects, because

Impact on finance professionals

benchmark prices are substantially lower than they used to

As the gas market evolves, so do the roles that finance

be,’ says Karev. ‘We are seeing increased rationalisation,

professionals need to play within the sector. ‘Risk appetite

consolidation and a lot of divestment, all of which require

has vanished, and this changes what finance teams have to

substantial analysis and much more scrutiny by finance teams.’

focus on,’ says Karev. ‘At the moment, that means focusing on
dividends for shareholders.’
Looking ahead, ACCA’s report finds that the roles of finance
professionals in the gas sector will be strongly affected by
developments in pricing, mergers and acquisitions (M&A),
costs and sustainability.

Survey respondents acknowledged these developments,
with almost half (47%) agreeing or strongly agreeing that their
job was becoming more complex as a result of the fall in the
oil price.
Price pressure could increase levels of M&A activity in the
gas sector, so finance professionals may well be increasingly
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Attraction for investors and operators
transport it from the production

*

Cleaner-burning fuel than oil and

site, gas investments tend to be

coal: burning natural gas produces

longer-term commitments than oil

Threats

just over half the amount of carbon

investments. Oil rigs, by contrast,

dioxide as coal per unit of energy.

can easily be moved at short notice

*

No refining process required: gas

with no major consequences.

*

generation mix.
Transition to a buyer’s market:
gas-buying organisations are
increasingly finding themselves

requires much less processing than

Opportunities

with better leverage over

oil, which must undergo lengthy

*

Rising global demand: there is

suppliers, owing to a rise in global

growing international demand for

production. This has the potential

gas, and particularly high demand

to reduce gas prices over the

Weaknesses

in the Asia Pacific region as a result

long term.

*

Lower per-unit cost than oil: the

of the shutdown of many nuclear

sale price of a unit of gas is lower

reactors, which have been replaced

than the equivalent of crude oil –

by gas-fired power plants.

fact that if prices drop, some of

The move to renewables positions

the larger, more capital-intensive

gas as the ideal ‘fuel of transition’:

gas production projects such as

because of the nature of gas,

a number of countries have chosen

floating LNG (FLNG) could come

and the infrastructure required to

gas as the fuel they will use to help

under threat.

and expensive refining before it can
be used.

a downside for gas producers.

*

40

move towards a cleaner energy-

Strengths

Longer-term extraction process:

*

*

Increasing supply threatens
profitability: related to this is the
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involved in bringing deals to fruition. A third of the survey

have pivotal roles in the adoption of such new reporting

respondents said their business was actively involved in M&A

techniques, helping companies to explain sustainability efforts

discussions to capitalise on the attractiveness of current gas

to shareholders and the long-term implications of a move to

pricing; just 15% said they were not.

cleaner fuel sources, such as gas.

Expectations about M&A opportunities are focused on North
America. Tim Boersma, director of the global gas programme

Many factors affect gas prices and the associated
sustainability of the gas sector, including macroeconomic

at Columbia University’s Center

developments. Among survey

on Global Energy Policy, says: ‘In

respondents, 74% were concerned

North America, arguably the global
epicentre of gas production over the
past 15 years, many people expected
a big wave of M&A, given current
prices, which have led to financial
trouble for many small and mid-scale
producers, midstream companies and
service providers. However, we haven’t
seen a lot of activity so far. It may well
be that the old rules of consolidation
amid crisis do not apply to US shale,
but we’ll have to wait and see.’

‘We haven’t seen a
lot of M&A activity
so far. It may well
be that the old rules
of consolidation
amid crisis do not
apply to US shale,
but we’ll have to
wait and see’

or extremely concerned that
geopolitical instability would
affect gas prices. For example,
the UK’s decision to leave the EU
will affect the assessments that
finance professionals will have to
make about the viability of gas
investments in the North Sea.
Similarly, geopolitical tensions in the
Middle East will affect sustainability
assessments of new and current
projects in that region.
It’s clear that finance professionals

Low gas prices make investors

will need to support companies’

more cautious about backing
capital-intensive projects, increasing the importance of careful

evolving strategies. As Vaidyanathan says: ‘Finance teams are

financial planning by companies to secure funding. Finance

at the forefront of understanding how future trends will affect

professionals will be needed to assess the viability of new gas

their business and on advising how to adapt accordingly.’

AB

projects in the low-price environment. Floating LNG (FLNG)
projects, which tend to be more capital-intensive, may look

Sarah Perrin, journalist

less viable. Accountants will need to analyse cost and revenue
projections carefully.
Companies will also need their finance professionals to help
cut the costs of projects already under way. In March 2016,
for example, Italian energy company ENI announced it had
achieved ‘very significant cost savings’ through engineering
design changes on its Coral FLNG project off Mozambique.
Interest in the sustainability of the gas sector and companies
within it has grown, just as it has in other sectors. This has
coincided with the development and increasing adoption
of integrated reporting, which helps companies to explain
how they are creating value for the medium and long term,
as well as meeting short-term goals. Finance professionals
In March 2017, China halted operations at the last large
coal-fired power plant in Beijing as part of a smog-cutting
campaign by China’s premier Li Keqiang to ‘make our
skies blue again’. The capital’s electricity is now entirely
generated by natural gas, and the country’s national coal
consumption fell for the third year in a row in 2016
A tanker carries one of the first export shipments of LNG
from the US (likely to be the world’s third-biggest LNG
exporter by 2020) to Japan (the world’s biggest importer)
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Time to work and play
While the 3D computer game Minecraft is mostly familiar to children around the
world, its principles can benefit global businesses, too. Eli Khazzam explains how

W

hen my son introduced me to Minecraft three

are advanced puzzles,

years ago, the first thought that came to mind

typical action adventures

was: ‘Why aren’t businesses using this as a tool

or apps designed to

on a regular basis?’ There are two reasons: first, businesses

amuse the user for

still have to be innovative in terms of how to use this

several days before

software; its applications must be built by someone who has

interest fizzles out. But

a basic understanding of the game. Second, Minecraft seems

every now and then a

to have some limitations for businesses, as its ‘education

revolutionary game

edition’ is only available to educational institutions and

like Minecraft comes

cannot be used for marketing or advertising purposes. Yet

along. In fact, it isn’t

Minecraft offers many potential uses for businesses.

really a game; I would best

The problem with my generation – I’m Generation X – is

describe it as Lego on steroids.
So what is Minecraft? Its key characteristics

that we have been conditioned to think about the concept of
gaming exclusively in the context of entertainment. You do

are in the box opposite. But overall it is an ideal blank

your homework… and then you can play your video games.

slate from which you can model your own, workable 3D world.

You go to work… and then you can play your video games

It’s really easy to play. The programming aspect is more

(and if you’re caught playing at work, you’re fired). The whole

complex, but it’s definitely within the realm of learning for

notion of marrying gaming with the workplace seems taboo.

children and adults.
There are many ways in which Minecraft could be used in a

But this is what has ultimately kept businesses from exploring
the use of gaming on a large scale. Games, especially the

business context. Here are a few:

open-ended type, have great practical value.

*

Most computer games today are indeed just games. They

Team-building. How many times has your company paid
for employees to go rock-climbing or raft-building to
develop team-building skills? These outings usually take
a long time to plan and can be costly. With Minecraft,
you can gather your workmates almost at a moment’s
notice to battle zombies, build a theme park, practise
parkour or remove a giant mountain with dynamite.
These projects could be ongoing, plug-and-play
activities designed to get employees to think together,
communicate and have fun. It could also be used to build
tournaments or competitions.

*

Creating 3D environments. There are many software
packages today that help you do things like office layout,
computer-assisted design and architectural design; you
don’t need Minecraft for that level of precision. But you
can use it to broadstroke a model for a new product,
a service or a business process such as a production
line or customer service centre. You can even use
Minecraft to map out more abstract ideas. Just as we use
Powerpoint and flowcharting software today to give life
to processes and procedures, Minecraft can be used to
achieve this in more innovative ways. Take your employees

42
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or clients on a virtual trip through a particular
process, going room-to-room, set-to-set or

Mine of information

level-to-level using a train or climbing up a

If you have children, you’ve probably heard about Minecraft,

ladder. The possibilities are endless once you

with its own vocabulary and subculture. For everyone else,

know how to build things. You can even use different

here’s a summary:

characters – which can be costumed accordingly – to

*

Owned by Microsoft, launched in 2009 by developers

*

Minecraft sales are huge; more than 122 million copies

*
*

Open-ended game is like a virtual construction set.

*

There are two main modes. ‘Survival mode’ enables you

curate your model.

*

Role-playing/communications. We hear about the
importance of soft skills today: communications,
listening, watching and acting appropriately in different
situations. Instead of sitting in circles, talking and then
exemplifying good listening skills, what about using
Minecraft avatars and characters? Picture you and your
teammates stuck out in a rainstorm, on top of a mountain,

Mojang.
sold, with 55 million people playing it a month.
None of the typical parameters found in most video
games apply; you have free reign to do what you like.
to use your skills to build weapons, harness resources and

lost in a labyrinth or trying to talk while being fired upon

fight a variety of villainous creatures. In ‘creative mode’,

by skeletons. Is this not a good way to see ourselves

users can build a huge variety of complex structures.

under pressure? Is this not a good way to simulate the
constraints of time and danger?

*

*

Creating a virtual market. If
you dig deep into the Minecraft
world of mods and servers, you
can create a server economy.
Players can own property, trade
resources, open stores and sell
merchandise. You can even
create your own currency. Being
able to simulate the exchange
of your product or service in
a test environment could be
interesting, especially if you set
up some kind of parameters

Every now and
then a revolutionary
game like Minecraft
comes along. In
fact it isn’t really
a game; I would
describe it as Lego
on steroids

as part of a market research

are many different e-learning
platforms out there. But with
Minecraft you can develop
a much more playful and
interactive approach to
education. You will have
to do this using your own
technical savvy and creativity.
There is currently a Minecraft
Education version that has
many excellent features for
training, but according to
Microsoft (which bought the

experiment with employees or a

*

Professional learning. There

game’s creator Mojang for

select group of external participants. You might even be

US$2.5bn in 2014), this is only available to schools,

able to simulate certain conditions such as a quick sale,

libraries, museums and certain public institutions.

run-on merchandise or product bundling.

This is disappointing because I believe businesses would

Scenario planning. While you should leave the heavy-duty

benefit from being able to use the Minecraft Education

scenario planning (the algorithms and data crunching) to

software for professional training (nor can business

the experts, Minecraft is a great game to simulate basic

use Minecraft as a marketing or advertising vehicle as

human realities. For example, protecting an asset (building,

mentioned previously).

territory or resource) from something that may threaten

Minecraft is fun, but beneath the play there is something much

it; performing specific tasks in a group under the confines

more powerful at work: good old-fashioned ‘hands-on’ human

of time and/or other environmental impacts; conserving

creativity. Have we forgotten about that?

AB

or harnessing limited resources; working with opposition
groups (making trades, concessions and/or cooperating);
managing conflict; improvising with limited tools and
resources to complete an objective; accomplishing a
sequence of tasks to get something done; or creating value
and/or wealth from a basic set of resources.

Eli Khazzam is chief developer for topologyproject.com
More information
Find out more about Minecraft at education.minecraft.net/
support/faq

November/December 2017 Accounting and Business

GL_I_Minecraft.indd 43

43
03/10/2017 11:31

Eyes on the goal
When setting goals, it pays to focus on success rather than on avoiding failure
or comparing yourself with others, says our talent doctor Rob Yeung
Often, the difference between

about the subject. But if I read a book

successful people and their less

with a comparative performance goal,

accomplished counterparts is in their

I may wish to demonstrate to friends or

attitude, how they look at themselves

colleagues that I know more about the

and the world. One example lies in the

topic than they do.

way that they motivate themselves (or
others) when setting goals.
To explain, allow me to pose a

success, while negative ones are about

that you and your colleagues are taking

avoiding failure. For instance, a sales

a course with the intention of pursuing a

person with a positive goal might focus

professional qualification. Which of the

mainly on earning a lot of money;

following four statements is most likely

another sales person with a negative

to encapsulate your motivations?

goal might be more interested in not

1. ‘I want to learn as much as possible

performing too poorly.

CPD

2. ‘I want to get a better grade than
my colleagues.’
3. ‘I’m worried I won’t learn as much as
I could from this course.’
4. ‘I don’t want to get a worse grade
than my colleagues.’

44

Positive goals are about pursuing

hypothetical scenario. Imagine briefly

about this topic.’

In general, people
who set negative
goals – such as ‘We
mustn’t perform
poorly’ – achieve
worse results than
those who set
positive ones

The other dimension is based on the
whether the goal is positive or negative.

Given that each dimension has
two options, this gives us four broad
categories of goals. Statement 1 above
is a positive-personal mastery goal:
it’s about wanting to get something
positive out of the experience for
yourself. Statement 2 is a positive-

Many psychologists agree that

comparative performance goal: again

people’s motivations – not only in

it’s about striving for success, but this

education but in the workplace and

time by doing well in relation to others –

sports too – can broadly be classified

there’s a desire to beat others.

into four categories based on two

Statement 3 is a negative-personal

dimensions. By understanding this

mastery goal because it is focused on

two-by-two classification, you can learn

the avoidance of a bad outcome. Finally,

to set more motivating goals for both

statement 4 is negative-comparative

yourself and others.

because it is about avoiding doing

One of the dimensions is called

worse than other people. For example,

achievement focus. Some people have

a manager with a negative-comparative

personal mastery goals; they look to gain

attitude may care more about not

competence or knowledge for its own

being in the bottom quartile in terms of

sake or for personal benefit. In contrast,

performance as opposed to striving for

others have what I call comparative

being in the top quartile.

performance goals; they want to get a

These may seem like trivial differences

score, grade or result that is better than

more to do with semantics than

that of other people. For example, if

anything of consequence. However,

I read a book with a personal mastery

research suggests that these subtle ways

goal, I may do so because I want to learn

of framing goals do have quantifiably
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different outcomes. In general, people

Dr Rob’s talent clinic

who set negative goals – for example,

Q

‘I don’t want to look stupid’ or
‘We mustn’t perform poorly’ –
usually achieve worse results

I recently started working
in a small firm and I have

discovered that there is a lot of

than those who set positive

favouritism at play within the

ones. Interestingly, researchers

organisation. Two of the directors are

led by Nico Van Yperen at the

married to each other. The managing director also

University of Groningen in the

recently hired his own son into a junior role. Projects

Netherlands found that positive

and opportunities seem to be handed out on the basis of

goals outdo negative ones only

such relationships rather than on merit. The situation troubles

in work and educational settings.
In sports, positive goals (for example,
‘We must win’) and negative ones
(‘We mustn’t lose’) achieve roughly
equivalent results.

A

me greatly. How I should proceed?

Yes, it may be unfair that opportunities are dispensed to favourites rather than
on merit. It may also be very tempting to complain about this state of affairs.

But complaining to friends or even colleagues is unlikely to get you anywhere. To
make progress in your career, you would be better off accepting that favouritism is a

Other evidence also suggests that
individuals with personal mastery goals
tend to achieve better outcomes than
those with comparative performance

reality in many organisations – not just small ones.
You can either allow yourself to be a victim of favouritism and unfair practices or
decide that you are going to play the game with a view to winning those opportunities.
Begin by identifying the key individuals – and that may include one or both of the
married directors – who seem to have the most sway over the kinds of ventures and

for your personal betterment may

opportunities that interest you. Observe them individually and try to work out what

help you to attain a higher level of

their passions and styles of working are. Over time, begin to mould yourself into the

performance and achievement than

kind of person who can mesh well with their interests and ways of working.

worrying about how you are doing in
relative terms to others.

Think of yourself as a social chameleon. Most people do not behave in exactly the
same way with their closest friends as they do with their in-laws. So accept that you

In conclusion, positive-personal
mastery goals such as ‘I want to learn as

may need to show different sides of your personality to the different people within
your organisation too.

much as possible from doing this’ and

If that sounds either unfeasible or unreasonable, consider looking for a different

‘I want to beat my own personal best’

job. But make sure that the culture of that other organisation is truly more to your

may be the best way to perform well

liking before you decide to move on.

and achieve better results. Whatever
your professional or educational goals,

Tips for the top

aim to focus on success and what you

Job interviewers often like to ease candidates into an interview with the open-ended

might gain rather than worrying about

invitation: ‘Tell me about yourself.’ However, you should be aware that this is a trap.

failure and what you might lose.

CPD

goals. Deciding to do something

AB

Interviewers are not actually interested in your home life. Every minute spent
talking about your family, your hobbies or sporting pursuits, your faith or any other

Dr Rob Yeung is an organisational

non-work topic is a minute that you are not speaking about your

psychologist at leadership consulting

achievements, your talents and your enthusiasm for your

firm Talentspace: talentspace.co.uk

work. Remember the opportunity cost of talking about

More information
Dr Rob tweets @robyeung
If you have a question for the talent
clinic, email abeditor@accaglobal.com
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd

the parts of your life that are unrelated to your work.
When asked this question then, imagine that the
interviewer actually asked: ‘Tell me briefly about
some of your best qualities and why we should hire
you.’ Also bear in mind that first impressions really do
count. So be sure to prepare your answer well before
an interview so that you can deliver it in a warm and
confident fashion.
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Living the dream
In this second of a two-part article on the digital CFO, Alison Young explains why
leaders can’t just pay lip-service to digitisation if that’s the direction they’re taking
While we may assume that successful

engagement generally, a social media

apps reward their creators with

presence sends a signal to current and

overnight success and megabucks, the

future potential employees that this is a

reality is that for every app that makes

digital company. It also provides a source

money, there are probably 100 or more

of customer and employee feedback that

that launch and die. The digital route

the leader receives raw and first hand,

for many organisations, whether small

not filtered by well-meaning colleagues

or large, is a challenging one, often

in the inner circle.
The leader’s personal practice will have

CPD

littered with expensive failures and
abandoned dreams. At the centre of

a knock-on effect within the leadership

this journey and nurturing a culture of

team too. Top teams of established

‘try, fail fast, learn and try again’ is the

organisations are often a mix of digital

critical role of the leader.

pioneers and digital laggards, and the

The actions of the CEO or functional

leader’s personal practice becomes

head are typically more influential than

a symbol that everyone needs to be

anything they may say: colleagues and

involved. Digital laggards on the top

employees watch how they allocate

team cannot be left behind, as they are

resources, how they spend their time,

the ones with the deep understanding of

the way they make decisions and, of

the mechanics of the business. The CEO

increasing importance, how they show

who relies solely on digital pioneers does

up on social media. Wise leaders need

so at their peril.

to think through the ways in which they
can have the biggest impact to get their

Creating a safe space

organisation’s digitisation off the ground.

Digital laggards may need more

Whether the organisation is digitising

intensive confidence- and skill-building

a part or the whole of the business,

to help them feel that their contribution

the leader needs to have a personal

to the digital debate is as vital as it is

social media presence and demonstrate

in their core area of expertise. Reverse

a personal use of apps or digital services

mentoring where digital natives (the

relevant to the organisation. Today’s

mentors) are partnered one-on-one

leader cannot afford to have this as an
add-on task, done after hours or as time
permits; it needs to be integrated into
the day job with its own goals and
outcomes, and with time dedicated to it.
Ideally the leader should be able
to commit to one internal and one
external channel where, prompted by
their communications professionals
as and when necessary, they can be
personally present.

The digital leader
is a role model
through their
personal practice
and, crucially,
how they allocate
resources to
digital projects

As well as helping employee

46

with senior people (the mentees) can
help the leader learn in a safe and
supportive environment. Behind closed
and confidential doors, the mentee can
put questions they may fear asking in
front of their peers. And, of course, the
mentors gain an invaluable insight into
wider business themes.
As the organisation’s digital journey
continues, the dynamic of the top team
is likely to shift as newer – more digital
– members gain an increasing share of
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the airtime. In the early days, learning

at killing off projects as signing off

– as opposed to the response to

from other organisations in the form of

investment in new ones. To achieve this,

competitive threats – is motivating,

visits and speakers gives members of

the top team will need to be aligned in

and particularly so when it is subtly but

the leadership team shared reference

how they set digital goals and track and

continuously reinforced.

points that help them to collaborate

monitor progress. Many an organisation

on digital planning. Further work to

has wasted time and resources in support

through their personal practice,

co-create the digital strategy can be

of pet digital projects that lack a clear

management of the leadership team

informed by 24-hour hackathons or

rationale. Clear and transparent criteria

and, crucially, how they allocate

visioning sessions in which the top

– often not traditional ROI metrics but

resources to digital projects. They

team are encouraged to imagine that

measures such as adoption – help the

need to lead the charge personally to

their whole industry is digitised.

team stay focused and take decisions

champion collaboration and risk taking.

quickly in the digital race.

And to reach out to partners in the wider

The top team will need to keep
customer insights firmly at the centre

No discussion on leadership is

The digital leader is a role model

industry. Only this personal practice will

of their decision-making, and they may

complete without reference to how the

send a signal that the business is truly up

need to become more agile in their

leader communicates. The leader needs

for the digital challenge.

working style. Top teams unfamiliar

to convey their personal excitement

with the ‘agile methodology’ used by

about how the user journey will enhance

Alison Young is a director of consultancy

developers would benefit from seeing

the customer experience. This helps

Leaders in Change. @Leader_Insights

it in action for themselves to explore

to bring the consumers’ needs to the

how they can replicate the collaboration

attention of people at all levels, and

enshrined in the agile principles.
Agile tech teams need to be
supported by a top team as adept

clearly signals which activities add the
most value. A message that excites

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

CPD

people about the digital opportunities

AB

Accounting for the Future

Registrations are now open for ACCA’s annual virtual global conference – your chance to gain
some CPD units and stay ahead of the curve on issues affecting financial professionals

On the agenda

*

What you need to know
about blockchain

*

Ethics for professionals in
the digital age

*

Get up to date on how tech
will affect your future

*

Trends in company
reporting, including
integrated reporting

*

ACCA advocates share their
experiences and ideas

*

Ready for new data
regulations?

More information
Once we’ve finalised the
agenda and opened the
event for registrations,
we’ll alert you on AB
Direct, your weekly email
bulletin, or you can check
at accaglobal.com/
accountingforthefuture
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The C factor
Last month we explored why organisations need to take critical success factors seriously.
Here, David Parmenter gives a step-by-step guide to implementing them
Key performance webinar

Following from last month’s article

See David Parmenter’s KPI webinar
series at bit.ly/parmenterkpi

on the importance of critical success
factors (CSFs), let’s look at how
you can apply the concept to your

of the process. They will need

organisation.
In my view, CSFs should have the

to understand how they came

following seven characteristics.

about and their significance. The

*

They should be worded so

CSFs need to be discussed with

everyone will understand them and

employee representatives and

buy into them.

conveyed to staff to maximise the

They shouldn’t come as a surprise

benefits. If staff members are told

to management and the governing

what is important, they can align

body, as they should have been

their daily activities to enhance

*

their contribution.

discussed already.

*

*

They should apply broadly across

the past 10 years, then extract

the organisation. For example,

and develop success factors

‘Innovation is a daily activity’.

from them. You may find an old

This is an important step; however,

They must be highly relevant

strategic document, written by a

from my observation it is often

to the organisation, and ought

talented executive who has long

overlooked. The only way the

not to be broken down into

since left, containing success

CSFs will make a change in an

department CSFs.

factors that are still relevant. The

organisation is when staff live,

*

There shouldn’t be too many of

key performance indicator (KPI)

breathe and own the CSFs. For

them – five to eight is sufficient.

team should interview the CEO

that to happen, the CSFs need to

*

They should have a significant

and senior management team, as

be communicated and agreed in

influence on other success factors.

well as some of the organisation’s

a meaningful way rather than just

They ought to emphasise a precise

‘oracles’. These are the wise men

written up as a list. I came across

operational activity, rather than

and women who everybody refers

a brilliant example of how to do

being the abstract statements that

to for advice (‘You need to talk to

this: the company in question

strategic objectives often are.

Pat’). From this, draw up a list of

prepared a cartoon representation

success factors.

of what it wanted to achieve in the

Task 2: Determine the operational

year, printed on A3 paper in full

critical success factors in a

colour, and the staff pinned it on

retailer, for example). So, there would

two-day workshop. This should

their office walls. I believe this is an

be more than the suggested five to

be attended by oracles as

ideal way to present the CSFs to

eight CSFs.

well as many of the senior

all staff.

*

*

For a conglomerate, the CSFs will
be largely sector specific (they will
be different for an airline than for a

*

Task 4: Make sure the CSFs are
put on the wall in every workplace.

AB

management team as possible.

Finding your inner CSF

It is really important to have

David Parmenter is a writer and

To help your organisation find its CSFs,

experienced people rather than

presenter on measuring, monitoring and

you can undertake a four-task process.

new staff at this workshop.

managing performance

*

Task 1: Document the already
identified success factors. Review
the strategic plans covering

48

*

Task 3: Communicate the CSFs to
those senior managers, managers
and staff who have not been part

More information
davidparmenter.com
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Material world
Adam Deller explains the need for judgment in
assessing materiality in an entity’s financial statements
In September, the International

purpose financial statements make on

Accounting Standards Board (IASB)

the basis of those financial statements.

issued a practice statement on making

One of the key elements to this
change is the introduction of the term

is intended as guidance that helps

‘primary users’ rather than the existing

preparers rather than a standard that

definition’s ‘users’.

has to be applied to demonstrate

In the practice statement, the IASB

compliance with IFRS Standards.

explains who it means by primary users:

The IASB has also released an

existing and potential investors, lenders

exposure draft that proposes minor

and other creditors – in other words,

amendments to the definition of

users who cannot require entities to

‘material’. The definition of material

provide information directly to them and

information, currently included

so must rely on financial statements for

in the Conceptual Framework for

much of their information.

CPD

materiality judgments. The statement

Financial Reporting, is as follows:
information is material if omitting it or

Information needs

misstating it could influence decisions

The financial statements cannot

that users make on the basis of

conceivably provide all the information

financial information about a specific

that primary users need, and an entity

reporting entity.

should aim to meet the common

The exposure draft proposes

information needs of its primary

the following minor amendment:

users. Thus, in applying its materiality

information is material if omitting,

judgments, an exemplar entity called

misstating or obscuring it could

Grimtown FC (see box on the next

reasonably be expected to influence

page) would not need to consider the

decisions that the primary users of

specific information needs of a single

a specific reporting entity’s general

investor (Example 1 in the box), and

What users want
Watch Jane Fuller talk about the
impact of the IASB’s materiality practice
statement, at bit.ly/ACCA-Fuller1

could rightly conclude that a particular
item of information is immaterial for
its primary users as a group. It would
therefore not need to furnish this
information in its financial statements.
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The Grimtown revelations

*

Example 1
If Grimtown FC, a football club reporting under IFRS Standards, were owned by
20 investors, each holding 5% of the voting rights, one of those investors might
be interested in Grimtown’s marketing expenditure in a specific location, as the
investor operates another business in that location.

*

*

is material to the financial statements,

If Grimtown FC acquired a football club overseas in the period and sent out a

an entity’s decision should not be

press release detailing extensive information regarding the acquisition, this would

affected by that information being

not exempt it from disclosing that information again in its financial statements.

available from other sources (see

Grimtown would still be required to comply with IFRS 3, Business Combinations,

Example 2 in the box). The public

and make the requisite disclosures, regardless of whether the information has

availability of information does not

already been made available in the press release.

relieve an entity of the obligation to

Example 3

provide material information in its

Most football clubs within Grimtown’s league receive significant funding from

financial statements.

CPD

the government to operate youth programmes. The government announces that

*

An entity may also consider the

this funding will be removed, potentially leading to significant going concern

requirements of local laws and

risks for numerous football clubs. Grimtown has received very little funding from

regulations in its materiality judgments.

the government, so faces no such risk, but the information that Grimtown is not

It can provide more information than

exposed to these future funding issues is useful to primary users, even though it

required by IFRS Standards, as long as

does not constitute a significant amount in the financial statements.

that does not obscure items deemed

Example 4

material by IFRS Standards. An entity

Grimtown FC has identified profitability measures as those of greatest interest to

may not provide less information than

its primary users. During the year, it signed a three-year contract with Foodtown,

required under IFRS Standards, even if

a catering company, to provide catering services at all its fixtures during the year.

local regulation allows it.

The catering company is owned by a key management executive of Grimtown, so
it represents a related party.
From a quantitative perspective, the agreement is not material. Grimtown

*

When assessing whether information

Example 2

The IASB’s practice statement also
presents the following four steps that an
entity may follow in making materiality

concluded that the qualitative threshold was lowered because the transaction

judgments when preparing financial

was with a related party but that the impact was large enough to be expected to

statements. We will look at each step

influence primary users’ decisions, and disclosed the transaction accordingly.

using the Grimtown FC examples cited.

Example 5
Grimtown FC sold an old ticket-printing machine to Funtown, another company

Step 1: Identify

owned by a key management executive, which makes it a related party. The

Identify information that could be

machine was almost fully depreciated and was transferred at an amount

material. The entity should also consider

consistent with its market value and carrying amount.

the common information needs of its

From a quantitative perspective, the transaction is not material – Grimtown

primary users. In our example, Grimtown

concluded the qualitative threshold was lowered because the transaction was

will have identified a set of potentially

with a related party. However, in this case, it deemed the impact too small

material information.

to reasonably be expected to influence primary users’ decisions. It therefore
assessed the information about the transaction as immaterial and did not disclose

Step 2: Assess

it in the financial statements.

Assess whether the information
identified in step 1 is in fact material.

50
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This assessment involves quantitative
and qualitative considerations.
Quantitative factors include the
size of the impact on the transaction
or event, as well as the size of any
unrecognised items, such as contingent
assets or liabilities. There could also be
factors that do not have a significant
size impact on the financial statements,
but might have an impact on similar
entities in the industry (see Example 3).

The IASB is
reinforcing
the idea that
judgment is
required in the
assessment of
materiality

financial statements.

Step 4: Review
Review the draft financial statements
to determine if all material information
has been identified. An entity needs to
assess whether information is material
both individually and in combination
with other information in the context of
its financial statements as a whole. This
review gives the entity the opportunity

make information more likely to

to step back and consider the

influence the decisions of the primary

information from a wider perspective

users. These can include transactions

and in aggregate. The output of step 4

with related parties, uncommon

is the final financial statements.

transactions or unexpected variations
in trends.

In producing this practice statement
and an exposure draft on the

While there is no hierarchy among

definition of materiality, the IASB

materiality factors, it may be efficient

has attempted to clarify the need

to consider an item from a quantitative

for judgment in conjunction with the

perspective before assessing the

specific requirements of individual IFRS

presence of qualitative factors.

Standards. It reinforces the current

In highlighting these issues, the IASB

focus of the IASB to look at disclosures

is reinforcing the idea that judgment

within the financial statements

is required in the assessment of

as much as looking at specific

materiality. Items such as Example

accounting standards.

5 also reassert the IASB’s position

CPD

Qualitative factors are those that

The output of step 3 is the draft

Comments on the exposure draft on

that IFRS Standards requirements

the definition of materiality must be

need only be applied if their effect is

submitted by January 2018.

AB

material in the complete set of financial
statements. The output of step 2 is a

Adam Deller is a financial reporting

preliminary set of material information.

specialist and lecturer

Step 3: Organise
Organise the information identified as
material in a way that communicates
clearly and concisely to primary users.

More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd
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Technical update
A monthly roundup of the latest developments in taxation, financial reporting and
combating fraud from the European Union, the United States and elsewhere
Australia
ID numbers for directors
The government is introducing a unique
director identification number (DIN)
for each company director in Australia.
Kelly O’Dwyer, minister for revenue
and financial services, said the DINs
will enable regulators to check director
activities and spot any wrongdoing.

European Union
New digital tax regime

Whiter than white on tax transparency

A new policy paper indicates that the

Greenland, Cambodia, Madagascar and Haiti have joined the Global Forum on

European Commission is considering

Transparency and Exchange of Information for Tax Purposes, pledging to follow

short-term solutions to protect tax

international standards for swapping such data. The Global Forum Secretariat, based

revenues from the migration of digital

at the OECD, will work with Cambodia, Haiti and Madagascar, as emerging market

businesses to online platforms hosted

countries, to create automatic exchange systems. Meanwhile, Brunei has signed the

outside the EU. The ‘communication’

OECD multilateral convention on mutual administrative assistance in tax matters.

from the Commission looks ahead to
early next year, when the OECD will
present an interim report on digital

of counterfeit or falsified non-cash

Africa will come into force for annual

taxation to the G20. But mindful that

payment instruments.

reporting periods beginning on or after

international solutions may take time
to agree, the Commission says the EU

1 January 2017. Smaller businesses

Africa

will be exempted from: accounting

must consider interim solutions ensuring

for investments in shares; measuring a

that companies pay tax where they

Financial harmony

liability to pay a non-cash dividend; and

profit. These could include equalisation

The Organisation for the Harmonisation

consolidating subsidiaries in financial

taxes on local turnover of digitalised

of Business Law in Africa (OHADA)

statements (if the intention is to dispose

companies, and a withholding tax on

has distributed software systems to

of them within one year of acquisition).

digital transactions.

the governments of Mali and Burkina
Faso so they can harmonise local and

United States

Virtual controls

national financial records in a trade and

The European Commission has also

securities register. OHADA said this will

New lease of life

proposed a new directive on combating

provide reliable information and boost

The Financial Accounting Standards

fraud and counterfeiting, with the key

investment and business regulation.

Board has streamlined its 2016 guidance

aim of criminalising scams associated

on leases, to simplify how companies

with virtual currencies. This legislation

Accounting rule reforms

and property owners value the impact of

would force EU member states to

Simplifications and exemptions in

rights of way and other easements.

treat as crimes the possession, sale,

reporting standards for small and

procurement, import and distribution

medium-sized businesses in South

AB

Keith Nuthall, journalist
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Stick to what you know
Has the IASB had its day? Roger Hussey argues that its great successes guarantee its
future so long as it concentrates on its core activity – issuing IFRS Standards
Most observers would agree that in the

decline since 2010. The increase in

16-plus years since its establishment,

2014 resulted from a contribution of

the International Accounting Standards

£1,839,231 from the Financial Accounting

Board (IASB) has been a success.

Foundation, which if subtracted leaves a

Certainly, it can claim substantial

figure of £766,734. Although no formal

progress on the acceptance of

announcement was made, it became

international standards, with well over

apparent in 2012 that the US did not

100 jurisdictions having adopted these.

intend to continue with the project.

Across the globe, however, there are

In 2016 salaries and related costs for

wide variations in the rigour and extent

the IASB’s 137 employees amounted to

of that adoption. In some instances,

£16m. So what can it do to ensure its

adoption is no more than partial, with

survival? The options are limited, but can

only certain types of organisations in

be summarised under three headings.

a particular jurisdiction compelled to
comply with the standards.
Along the way there have also been

adopting jurisdictions. This would

then recently appointed chair of the

require substantial work and cost for

IASB, Sir David Tweedie, made clear his

those involved and there may be a lack

aim of spreading international accounting

of enthusiasm for giving up control over

standards to the US. He argued that

internal regulations. Furthermore, some

you could not claim standards were

jurisdictions may only partially adopt,

‘international’ if one of the largest

which may lead them to argue that they

markets in the world did not use them.

should not make any contribution.
Moreover, when the idea of

sense. A succession of financial scandals

international standards was promoted

had weakened confidence in US financial

in the early 1970s it was argued that

regulations. Combining the efforts of

the reasons why countries had different

the US Financial Accounting Standards

accounting regulations were to do

Date

US

Board (FASB) and the IASB would, it was

with culture, national legislation, types

2010

£1,897,808

thought, lead to improved standards.

of organisation and ownership, and

There was also the advantage that the

tax. This situation has not changed –

US would bring technical expertise and

individual countries have retained their

swell the IASB’s coffers.

own distinct cultures and legislation

2011

£1,737,169

2012

£1,220,628

2013

£1,151,635

2014

£2,605,965

2015

£796,539

2016

£760,236

Source: IFRS annual reports

The US has indeed been a major
contributor, its donations usually ranking
among the top three. The table (left)

and there are still differences in
organisational structures and ownership.
Recent world events suggest there is

shows annual contributions from the US

no great desire for internationalisation,

for the period 2010–16, converted into

indeed rather the opposite. US

sterling on the date received.

president Donald Trump has made

Apart from the spike in 2014, US
contributions have been in steady

54

The first option would be to seek more

significant setbacks. Back in 2002, the

The argument for convergence made

US contributions to IASB

Options for survival

it abundantly evident where he
considers his country’s interests should
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be focused. On the other side of the

about the role and responsibilities of

Atlantic, Brexit has weakened the EU

corporate bodies in society.

and one assumes that international

Although the IASB has every right to

accounting standards used by UK

contribute to the debate, its view may

companies will no longer append the

be restricted. It claims it is a privately

expression ‘as adopted by the EU’.

organised, not-for-profit organisation set

A second possibility would be to

up to serve the public interest. But there

issue more regulations. The IASB

is always difficulty in trying to understand

cannot be criticised for lack of activity.

what is meant by the public interest. A

Currently, it has 25 work projects

comparison of the IASB’s opinion on

on its agenda and we can expect

the objective of financial statements

a steady flow of amendments and

and that of the UK’s Financial Reporting

revised standards. However, what do

Council (FRC) reveals differences.

preparers and users think about the
amount of material and the possibility

The IASB’s proposed Conceptual
Framework states that ‘The objective of

Council’s Corporate Reporting
Research Activities (December 2016),
it states: ‘(i) Listed companies are
required to prepare their consolidated
financial statements in accordance
with International Financial Reporting
Standards (IFRS) as adopted in the
European Union, and other companies
may choose to use these; and (ii) The
FRC’s policy is that, wherever possible,
UK GAAP should be based on the
principles of IFRS.’
Although the question posed is
whether the IASB has a future, the
answer must be yes. Its past record has

of increased costs?
Although the IASB welcomes
comments on individual changes, it
does not take a broader view. It is now
impossible to do a trend analysis of a
company over five to 10 years without
making substantial amendments to
the figures. Indeed, if you made an
investment in a company last year
and its performance this year does
not match up to your expectations,
you might ask whether it is because
the company is underperforming or
because there have been yet more

In my opinion, the
number of new
amendments,
revisions and
standards must
be limited

changes in regulations? In my opinion,
the number of new amendments,
revisions and standards must be limited.
The third option would be for the
IASB to extend its brief. The original
International Accounting Standards

general purpose financial reporting is

been excellent. But the environment

Committee, the forerunner to the IASB,

to provide financial information about

in 2017 is not the same as that at the

was set up specifically to produce sound

the reporting entity that is useful to

start of the convergence project. I

accounting standards. The intention

existing and potential investors, lenders

suspect that a management consultant

was that standards should apply to

and other creditors in making decisions

would advise the IASB to concentrate

financial statements. That role is now

about providing resources to the entity.’

on its core activity – the regulation of

the responsibility of the IASB.
Beyond that, corporate reporting,

The FRC’s view is much wider and

information in a company’s financial

frequently uses the term ‘stakeholders’

statements. This would require a smaller

in the wider sense, is attracting much

in referring to those interested in

organisation but would allow it to focus

attention. The IASB has expressed an

disclosures by companies. It is also

on the task in which it excels – issuing

interest in expanding into this area.

evident in its documents that it is the

IFRS Standards.

However, the debate is not just about

body with the authority for corporate

what information companies should

reporting in the UK.

disclose and what should be the
regulations on such disclosures. It is

AB

Roger Hussey is emeritus professor at

On page 2 of a consultative
document, The Financial Reporting

the University of the West of England
and the University of Windsor, Canada
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Gearing up for VAT
With VAT looming for the countries of the Gulf Cooperation Council, businesses affected
could be in for a bumpy ride, with nearly half having failed to prepare for its introduction
The ticks of the clock are getting louder

AED187,500 (US$50,900). However,

as a group of Gulf states gear up for

more detail is expected to be revealed

What’s exempt in UAE?

the introduction of value added tax in a

in executive regulations, which at the

VAT will be charged at 0% in respect

move that will mark a radical departure

time of writing are yet to be published.

of the following main categories of

from current tax policy in the region.
It is a radical move because such a tax

A number of sectors will be zerorated, while others will be exempt

goes against years of reliance on oil and

altogether (see box). Surprisingly, no

gas revenues to provide government

foods will be zero-rated, even though

funds. The tax base will be broadened

the GCC agreement allows for this. The

out of all recognition, with many

treatment of financial services has yet to

businesses having to register and pay

be settled. Sharia-compliant financing

tax for the very first time.

will fall within the VAT exemption, but

The six members of the Gulf
Cooperation Council (GCC) – Bahrain,

again clarity is being sought on how
loopholes can be avoided.

Kuwait, Oman, Qatar, Saudi Arabia

*

exports of goods and services to

*

international transportation and

*

supplies of certain sea, air and land

outside the GCC
related supplies
means of transportation (such as
aircraft and ships)

*
*

investment-grade precious metals
(eg gold and silver of 99% purity)
newly constructed residential

and the United Arab Emirates

Soft landing

(UAE) – are now at various stages of

‘The legislation itself is succinct, but we

first time within three years of

implementation. UAE and Saudi Arabia

still need clarity, so there needs to be a

construction

both set their sights on bringing in the

soft landing for business when it begins

tax by 1 January 2018, a date that is now

in January 2018,’ says ACCA’s head of

looming over the myriad of businesses

tax Chas Roy-Chowdhury. ‘Multinational

and other organisations that will be

companies are bringing in expertise

affected by the new tax.

from elsewhere, but smaller firms now

In the UAE, the drive to implementation

*

properties supplied for the

supply of certain education
services, and supply of relevant
goods and services;

*

need to gear up. They will all cross

supply of certain healthcare
services, and supply of relevant
goods and services.

has been punctuated by a number of

the line, but some businesses could

The following categories of supplies

announcements, the most notable in

struggle or get caught out.’

will be exempt from VAT:

August, when Federal Decree-Law No 8

According to the UAE’s Ministry

of 2017 was issued. This confirmed the

of Finance, all businesses should be

VAT rate would be 5%. Businesses with

preparing to maintain records of their

annual taxable supplies and imports

financial transactions, whether they think

that exceed AED375,000 (US$102,000)

they are covered by the new tax or not.

must register to pay the tax, though

56

supplies:

But a survey carried out by ACCA and

registration will also be open to those

Thomson Reuters earlier this year found

that exceed a voluntary threshold of

that nearly half (49%) of businesses in

*

the supply of some financial
services (to be clarified in VAT
legislation)

*
*
*

residential properties
bare land
local passenger transport.

Source: UAE’s Ministry of Finance
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the GCC had not started to assess the

amount of effort involved in being

impact of the tax, let alone prepare

VAT-compliant by 1 January 2018. This

Saudi Arabia: The General Authority

for its introduction. This means that if

is both from a business impact point of

of Zakat and Tax published its draft

they were waiting for the decree, then

view, such as pricing strategy, contract

VAT law in May. This has now been

they had only four months to complete

reviews and transactional reviews, and

approved by the Shura Council

their preparations.

also IT specific. A lot of companies have

Other GCC provision

*

and carries a 5% rate of VAT to be

*

could be relying on a postponement

banking systems, that cannot support

implementing regulations were

of implementation that may fail to

any VAT logic. Therefore, an extensive IT

published on 29 August.

materialise. In Saudi Arabia, which will

project has to be undertaken in addition

Qatar: In May, Qatar announced the

also commence its VAT system on 1

to the business effort.’

approval of its VAT Law and Excise

January 2018, small businesses with a

Law and Executive Regulations

turnover of less than SAR1m (US$266,670)

10 businesses that said they would

(Qatar Tax Laws). The Qatar Tax Laws

will be given the opportunity to delay

not be ready had been waiting for the

are understood to be in line with

registration until 1 January 2019.

relevant law to be published. This has
now happened, but many could still be

terms of rate and general approach

waiting for the executive regulations

to exemptions. It is expected that

in the UAE.

Kuwait: It was announced on the
Kuwait News Agency on 7 August
that the Kuwaiti Cabinet had
approved draft bills giving effect to
the GCC agreement. It is expected
that Kuwait will implement VAT at
the same rate and conditions and on

‘They have
underestimated
the amount of
effort involved
in being VATcompliant by
1 January 2018’

published and a clear date hasn’t been
communicated to the market so far,’
notes Arman. ‘Certain key areas such as
“free zones” still need to be addressed.’
Arman adds that the UAE has diverged
from the GCC framework, unlike the
Saudis, on certain areas, so it is difficult
And what of the other GCC states?

the GCC.

‘Very little information is available,’

Bahrain: In February, Bahrain’s
minister of finance signed the GCC

‘Only the UAE Federal Tax Authority
knows when the regulations will be

to predict what treatments will apply.

the same time-scale as the rest of

*

According to Deloitte, nine out of

both the UAE and Saudi Arabia in

Law as of 1 January 2018.

*

source systems, such as ERPs and core-

introduced on 1 January 2018. Final

Qatar will also give effect to the VAT

*

The fear is that some businesses

‘Both the UAE and Saudi Arabia

Arman says. ‘Kuwait seems to be aiming

agreement. Bahrain is expected

have made it crystal clear publicly that

for 1 January 2019, while the others are

to issue supporting legislation

the VAT go-live date is January 2018,

still aiming at 2018.’

and regulations in line with the

so all companies should get ready

framework commitments.

according to this timeline,’ says Pierre

prospect of further taxes being

Oman: It is understood that the

Arman, market development lead for

introduced on the back of a successful

Ministry of Finance in Oman is

tax and global trade management at

VAT implementation. ‘If they get this

currently in the process of drafting

Thomson Reuters.

right, then there could be a move

its VAT and Excise laws.

According to the ACCA/Thomson
Reuters survey, a quarter (26%) of

Source: Simmons & Simmons

businesses in the GCC had completed a
high-level analysis, while only one in 10

Roy-Chowdhury also raises the

to other taxes in the future, such as
corporation tax,’ he says.
It is an issue that the UAE has not
ruled out.

AB

(11%) said they had drafted a VAT policy
and compliance process. Worryingly,
12% confessed they did not know how
VAT would apply to their business.
‘A lot of companies are behind in
terms of their preparation,’ Arman
says. ‘They have underestimated the

Philip Smith, journalist
More information
The UAE’s Ministry of Finance
maintains a set of FAQs. Visit:
bit.ly/UAE-Budget-FAQs
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‘I don’t actually
think of work as
being work, as I
enjoy being part
of this industry
so much’
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On the right track
Paul Lamphee FCCA, financial accountant at the Australian Turf Club, is combining his
passion for racing with the business’s drive to bring the sport to a wider audience
If he were a betting man, Paul
Lamphee FCCA would probably have

i

and 30,000 turn up to Royal Randwick’s

Basics

25 race meetings held each year.

placed long odds on his chances of
ending up on the ‘wrong’ side of

The Australian Turf Club manages four

International pedigree

the tracks.

racetracks in suburban Sydney: Royal

Nevertheless, the club looks beyond

Randwick, Rosehill Gardens, Canterbury

race-day patronage to shore up

Park and Warwick Farm.

its financial viability. An AU$170m

With horseracing in his family’s blood,
he’d once fancied himself as a jockey –
until a teenage growth spurt hobbled

redevelopment, completed in 2014,

that idea. He then considered becoming

AU$228.3m (FY 2015-16)

created a multipurpose facility aimed at

a school teacher. But accountancy

Annual revenue

funnelling a range of revenue streams

offered better career prospects, so off

and reinstating Royal Randwick’s

the Sydneyite went to London to earn

AU$96.2m (FY 2015-16)

international pedigree. The five-level

his ACCA Qualification.

Annual prizemoney

grandstand, where 80% of the seating

Upon his return to Australia, the

is now either undercover or inside, is

Australian Turf Club (ATC) – home

113

used as a venue for all kinds of private

of four race courses in Sydney – was

Number of annual race days

social occasions, such as weddings, and

advertising for an accountant. ‘That’s my

corporate events. In addition, it serves

job,’ thought Lamphee, who has held

14,000+

as an examination facility for the nearby

the post for five years.

Total membership

University of New South Wales, which

From his ‘office’ – which apart from

overlooks the course. A 4,500-capacity

the usual four walls encompasses

480,000 (across all courses)

Theatre of the Horse, a parade ring

a glamorous amphitheatre of the

Annual race-day crowds

adapted from the UK’s Royal Ascot, may

prestigious Royal Randwick racecourse,

also be hired for cocktail parties and

where the sport of kings has been

1,900 (across all courses)

product launches as well as allowing

played out since 1833 – Lamphee

Staff headcount (including casuals)

patrons on race days and after concerts

forms part of a finance team that

an up-close viewing of the horses.

oversees a business with an annual

1,600

revenue of AU$228.3m.

Horses trained on ATC tracks

Lamphee is part of the team charged

Royal Randwick, Lamphee explains, is

with working out which activities are
the most lucrative. Exams, he says, are

one of only two racecourses in the world

quite a good moneyspinner, as ‘we’re

to bear the royal name, the other being

there are so many more entertainment

generally just providing the venue,

Royal Ascot. The title was bestowed

options vying for fans’ attention. There’s

not the meals, so overheads are low.

following a visit by Queen Elizabeth II

also the question of image – a 2011

We also do a lot of gala evenings for a

and Prince Philip in 1992, and Lamphee

McKinsey report, commissioned by the

variety of causes related to racing and

describes his pride at working for such a

US Jockey Club, found that the average

other sports.’

prestigious organisation.

fan was 51 – as well as concerns about

Yet for all its glamour and heritage,
ATC is part of an industry facing

animal welfare.

Another big area is charging the
trainers for stable rent and track fees

In that context, the fact that

so they can accommodate and train

unprecedented challenges. Around the

attendance at ATC’s venues remains

their horses throughout the week.

world, wagers on horseracing are in

stable is something of an achievement.

This helps to finance maintenance

decline. Punters don’t need to be on the

Membership stands at more than

and upgrades of the racecourse and

course to place their bets anymore and

14,000, and anywhere between 10,000

its infrastructure.
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club has launched a Chinese language

his own horse to lose – and he regularly

the racing aspect of the business, such

website, accessible from China,

submits ownership information.

as setting prize-money budgets, which

providing regular content through

fits with his love of the sport.

the Chinese social media platform

being work, as I enjoy being part of this

WeChat to educate both the domestic

industry so much,’ he confides.

But Lamphee is more involved with

‘Obviously, with my interest in racing,

But so, too, is ATC riding high in

it’s great to be involved from a finance

and international Chinese markets on

point of view – to understand what

its racing entertainment products. A

a business sense. In the 2016 annual

might be in the pipeline in the racing

dedicated owners’ experience manager

report, ATC CEO Darren Pearce

calendar, and the plans for where ATC

has also been appointed to make the

described the ATC as being in ‘a position

is heading as a club and as an industry,’

race day experience more accessible

of great strength with a tremendous

he says.

to Chinese owners looking to invest in

balance sheet’, its revenue from

the Australian racing industry. Further,

operations growing from AU$171m in

the ATC and Racing New South Wales,

ATC members are eligible for reciprocal

2013, to AU$228.3m in 2016.

the industry’s regulatory body, which

privileges with the Hong Kong Jockey

also funds some of the purse. In order

Club, including attendance at its

major upgrade of its racing and training

to remain competitive, says Lamphee,

international races.

assets, rebuilding all of its racetracks

Prize pools are worked out between

the club considers how its prize

For Lamphee, Royal Randwick is more

The club is currently planning another

over the next decade. Pearce believes its

money compares with other states in

than his workplace; it has been a home

scope of works will represent the biggest

Australia as well as other feature races

from home throughout his life. ‘My

long-term infrastructure programme in
the history of Sydney racing.

throughout the Asia-Pacific region. Its

As a turf club, says Lamphee, one of

biggest race in terms of prize money is
the AU$10m Everest, now the richest
racing event in Australia. Held for the
first time in October, it’s based on the
world’s richest race, the Pegasus World
Cup, held in Miami, Florida, a course
Lamphee visited on a recent holiday
to learn more about the business
internationally. He also attends meets
in Flemington, home of Australia’s
most famous race, the Melbourne Cup,
several times a year.

‘We are trying
to move with
the times and
get our brand
out there as an
exciting live
entertainment
option’

the main challenges is trying to remain
relevant in today’s society – an issue not
unfamiliar to the accountancy profession
itself. A push to reconnect with the
younger and future generations of
racegoers, via investment in technology
and social media channels, is part of
that strategy.
‘We are trying to move with the
times and get our brand out there as
an exciting live entertainment option,’
Lamphee says.

‘I’m always interested to hear what’s

Lamphee credits his ACCA

going on in the wider arena of the
sport,’ Lamphee says. As an accountant,

mother, just recently retired, worked for

Qualification with opening the doors to

he believes that a well-rounded

this club for almost 40 years, and we

his dream job, its rigorous accounting

understanding of the industry aids his

children would often go to the races

examinations providing foundation

ability to provide a better service to

with my father while she was working,’

career cred. He has also just received

the business.

Lamphee says. ‘It’s a very sociable sport

reciprocal membership with Chartered

to come to with friends and sit on the

Accountants Australia & New Zealand

Chinese market influence

lawn; the sun’s out, you’re very close to

(CA ANZ), ‘which is another great

The club also considers the growing

the action. It’s a great day out.

advantage of being an ACCA member’.

influence of the Chinese market an

60

‘I don’t actually think of work as

In keeping with his passion, Lamphee

As for this one-time aspiring jockey,

important factor in its future and that

owns shares in eight horses, which

Lamphee never did learn to ride. But

of the industry in general. In 2016,

between them have won close to 30

he did go the 2km Royal Randwick

ATC launched Australia’s first racing

races in the last six years. As a racecourse

racetrack once, ‘to see what it felt like

festival dedicated to the Asian market,

employee there is no restriction on

for the horses’.

The Star Chinese Festival of Racing.

ownership and he’s also allowed to bet

Alongside this bespoke event, the

on races – as long as he doesn’t back

AB

Peta Tomlinson, journalist
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Council highlights
At its meeting on 21 September 2017, Council discussed a range of issues, including
apprenticeships and ACCA’s research on ethics and trust in a digital age
ACCA’s Council met on
21 September 2017 at
The Adelphi in London.
It discussed and agreed
a number of issues that
included the following:

*

Council confirmed
the appointment of
Andrew Steele as
secretary in accordance
with bye-law 38.

*

The president
updated Council
on recent activities
on behalf of ACCA
members, including
representational events
in Canada, Guyana,
Ireland, Malaysia,

*

*

highlighting ACCA’s

the US and Vietnam.

strategic performance

The deputy president

to the end of July 2017.

being prioritised as part

Board, including the

and vice president also

Council noted ACCA’s

of the flexible delivery

ratification of the June

informed Council of

continued improvement

strategic priority in

2017 examination results.

representational events

in member, affiliate and

2017/18 and beyond to

they had attended

student satisfaction

transform ACCA’s digital

during the same period.

following the latest

capabilities.

the chairmen of the

Council discussed

results from the second

Council noted a paper

Audit Committee,

a report on ACCA’s

quarter of surveys

on the formation of

Remuneration

apprenticeships,

conducted.

a Market Adoption

Committee and

Council received a

Oversight Group,

Resource Oversight

presentation and

including membership

Committee. Council

Trailblazer initiative.

considered a paper

and terms of reference.

also noted a report

Council agreed

based on ACCA’s

This group oversees

from the Audit

ACCA’s approach

research, Ethics and trust

the strategic direction

Committee covering risk

to the development

in a digital age.

of ACCA’s market

management, internal

Council approved the

adoption work, which

audit, information

renewal of the Mutual

aims to ensure ACCA’s

security assurance and

in England.

Recognition Agreement

markets are ready to

ACCA chief executive

with the Malaysian

deliver the next phase

Council’s next meeting

Helen Brand delivered

Institute of Certified

of developments to the

will be in London on

a report to Council

Public Accountants.

ACCA Qualification.

30 November 2017.

including an update on
the UK government’s

of Trailblazer
apprenticeships

*

*

Singapore, Sri Lanka,

*

*

*

Council received an
update on the activities

*

Council noted a report
from the Qualifications

Council received
presentations from

legal risks.

AB
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Shaping the future

More than 60 delegates from around the world attended the 2017 International
Assembly in London to consider the theme ‘ACCA shaping and leading the profession’
ACCA’s annual event, held

ahead about how they can

over two days at its London

advocate for ACCA and the

headquarters, this year

profession.

addressed a number of

International Assembly (IA)

topics under the theme of

welcomed guest speaker

‘ACCA shaping and leading

Philippe Arraou, past-

the profession’.

president at the French

Members took part in

institute of chartered

workshops and discussions

Accountants (Ordré des

on a wide range of areas

Experts-Comptables) who

including ACCA’s role in

spoke compellingly about

the Belt & Road Initiative;

the impact of technology on

delivering member value;

the future of the profession.

and ACCA’s recent research

Closing the event,

Ethics and Trust in a Digital

deputy president Leo Lee

Age. There was a preview

encouraged IA members to

of ACCA’s new Ethics and

continue to play their part

Professional Skills Module

in leading and shaping the

ahead of its 31 October

profession, concluding that

launch. Member advocacy

members’ views are crucial

was also on the agenda,

‘in helping ACCA to maintain

with members thinking

its global perspective’.

AB

Delegates joined ACCA president Brian McEnery
(seated, centre), deputy president Leo Lee (right)
and vice president Robert Stenhouse (left)
Alice Yip, chairman, ACCA Hong Kong
Matthew Wong from China
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Gezahegn Worku Deressa from Ethiopia
Babajide Ibironke from Nigeria (r) and ACCA director
of Sub-Saharan Africa Jamil Ampomah
Marta Rejman, Council member
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Oz finance takes on tech
ACCA/CA ANZ Tech Fest conference identifies hot issues in digital adoption race, plus
career karma in Perth, training Vietnam in IFRS Standards, and internships in Greece
Festival of tech

technologies. Driving brilliant

A joint conference co-

collaboration across the

hosted by ACCA’s Australia

business, changing the

team and our alliance

culture of the finance function

partner CA ANZ (Chartered

in the face of digital, and

Accountants Australia and

the adoption of robotics

New Zealand) at Sydney’s

all featured.

Manly Beach in October

Other hot issues identified

showcased the digital

included building an effective

transformation ambitions

business case for tech

of some of Australia’s

innovation in the finance

leading enterprises.

department, and harnessing

Over 250 CFOs and senior

big data, the cloud and

executives attended the

artificial learning for

two-day event, titled Finance

competitive advantage.

Innovation and Tech Fest

Guest speakers at the

Recruitment consultant James Fairbairn shared his career
karma tips with ACCA and CA ANZ members in Perth

Australia, which built on

event, which was sponsored

the digital and technology

by Deloitte, included Ken

portfolio head, Brendan

Career karma

work carried out by ACCA’s

Goldman, former group CFO

Sheehan, ACCA Council

There’s something

professional insights team

at Yahoo, and Ken Gallacher,

member and founder of CFO

particularly dispiriting

and other industry experts.

outgoing general manager

2020, and Paula Kensington,

about not even getting the

Delegates heard how finance

for technology at Australian

chair of the ACCA ANZ

opportunity to apply for your

leaders are addressing core

Broadcasting Company. Also

members network panel

dream job let alone land it,

challenges and opportunities

appearing on the podium

and CFO of cloud services

or failing to get a job offer

presented by transformational

were Jamie Lyon, ACCA

provider Bulletproof.

after thinking you’ve aced
the interview. At a CPD
event in Perth, Australia, in
September, organised by
ACCA’s Australian team in
collaboration with CA ANZ,
James Fairbairn, director
of recruitment consultancy
Lester Blades and author
of two books on career
development, explained
why these disappointments
happen – and how to
avoid them.
Fairbairn shared with
45 CA ANZ and 48 ACCA

Tech Fest Australia, held at Manly Beach, looked at the
challenges and opportunities of digital transformation

64

members the secrets of
how to take control of your
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for supporting Greek
economic recovery and to
submit their CV.
Forty of the more
than 90 graduates who
responded were invited to
an assessment day in Athens
in September where they
were split into groups and
took part in a roundtable
discussion, an audit-focused
case study, and a group
project management task (to
Officials from a new Vietnam government taskforce were
among the attendees at an IFRS Standards training course

build a product and set up a
business in 90 minutes).
Representatives from

career destiny and maximise

as well as from universities,

response to a fall in the

the five firms assessed the

the impact of your personal

businesses and accountancy

number of young people

candidates and offered

brand. He explained how to

firms, plus ACCA members.

entering higher education

internships to 16.
A senior audit manager at

The training course

and the very high level of

path, unlock the hidden job

discussions helped the

youth unemployment in

EY summed the initiative up

market that most people

taskforce develop an agreed

the country.

as ‘an excellent opportunity

never access, network with

approach to specific IFRS

impact, make the most of

Standards and IAS. Ideas

year’s initiative included

profession to younger

your digital footprint, write

were shared, agreement

Deloitte, EY, Grant Thornton,

people’, adding: ‘This kind

a killer CV, and significantly

reached on the concepts,

Mazars and SOL (the Greek

of initiative supports the

improve the odds of your

and understanding arrived

member of the Crowe

development of young

interview success – whether

at as to how these concepts

Horwath network). It took

graduates with limited or no

face to face or online.

and related transactions

the form of a competition

prior working experience

might work in Vietnam.

targeted at graduates, asking

and fosters employment in a

IFRS to Vietnam

The course will form the

them to outline their solution

currently weak market.’

In response to a request

model for subsequent IFRS

from Vietnam’s Ministry of

Standards courses to be

Finance, ACCA Vietnam

developed by the taskforce.

strategically plan a career

organised an intensive

The firms involved in this

for us to promote the audit
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A roundtable discussion was one of three tasks set for
40 graduate internship candidates in Athens

Nguyen Van Phung,

training course on IFRS

Vietnam’s director general

Standards and International

of taxation, expressed the

Accounting Standards (IAS)

tax department’s support

in the country in September.

for IFRS adoption. Course

The course attracted 170

attendees were welcomed

participants from a new

by Vu Duc Chinh, director

IFRS taskforce set up by the

general for accounting and

ministry. Attendees included

auditing, who thanked ACCA

officials from the Ministry

for its support.

of Finance, the State Audit
Office of Vietnam, the State

Greek internships

Bank of Vietnam, the State

For the second year running,

Securities Commission and

ACCA has run an internships

the Department of Taxation,

initiative in Greece in
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This year’s ACCA

accountants and the topic of

scepticism, Belt and Road,

Accounting for the Future

a major global ACCA study

and much more.

virtual conference, running

published this year, Ethics

on 4–6 December, will

and trust in a digital age. This

choose to attend, they all

focus on technology and

session emphasises a key

deal with the real challenges

its increasingly important

survey finding: that ethical

and opportunities facing the

role in shaping the

behaviour will become

profession. The aim is to give

professional landscape.

increasingly important for

you the knowledge to be

securing public trust in an

able to meet both head-on.

The line-up of authoritative
speakers will discuss
changes to roles in finance,

As always, sessions will

The whole event will offer
21 units of CPD.
If you cannot make the

audit and management

range far and wide, taking

accounting through the lens

in tax, reporting, regulation,

live event, the sessions will

of technology.

blockchain, data analytics,

be available on demand

international trade, small

until March 2018. Register

on ethical behaviour – a core

business issues, talent,

now at accaglobal.com/

attribute for professional

social mobility, professional
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