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Welcome
With an ACCA survey demonstrating that unethical behaviour is still a concern,
compliance education for professional accountants has never been more important
Strong ethical principles and
behaviour will become increasingly
important in the evolving digital age
and are vital for building trust. For
professional accountants, being ethical

Being ethical
is a necessary
attribute that goes
far beyond being
seen to ‘do the
right thing’

is a necessary attribute that goes far
beyond being seen to ‘do the right
thing’. In this special ethics issue of AB,
we offer a number of articles focusing
on this hot topic.
On page 36 we look at a recent ACCA
survey of the views of professional
accountants on ethics and trust in a digital
age, covering issues from cybersecurity
to cryptocurrencies. Among its findings,

Also in this issue (page 56), as Pakistan

it reveals that 24% of respondents have

prepares to implement new corporate

observed compromising behaviour at

governance rules, economist Sadia Khan

their own organisation, and 19% at a

discusses progress so far and hopes

client’s, in the last 12 months; 47% have

they will lead, among other things, to

seen accountants acting unethically ‘from

more women on boards.

time to time’.

At the practice level, we look at how

In our interview (page 12) we speak

conducting adequate due diligence

to Marios Skandalis FCCA, compliance

when recruiting can help reduce the

director at Bank of Cyprus, which came

risk of unethical behaviour; plus how to

close to collapse in 2013. He explains

improve on your presentations.

AB

how a strong ethical stance has been
integral to the remediation of the

Annabella Gabb, international editor

compliance function at the revived bank.

annabella.gabb@accaglobal.com
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Hurricane Irma, the
longest-lasting topintensity cyclone ever,
wreaked devastation on
the island of Saint Martin
as it rampaged through
the Caribbean and Florida.
Early estimates suggest
the economic costs could
reach US$300bn.

Two rare breeds of lizard
are delaying a prestigious
£5.9bn rail project in
southern Germany.
Protected by European
Union environment
law, the lizards must be
rehomed before work
can start on the land
needed for the project.

Real Madrid’s Cristiano
Ronaldo has denied
committing tax fraud
worth €14.7m, in
a case brought by
prosecutors at Spain’s
tax agency. He said he
has complete trust in his
advisers, who have told
him he is not guilty.

The world’s toughest ban
on the use, manufacture
and import of plastic
bags for commercial and
household packaging
has taken effect In
Kenya. People breaking
the ban risk a fine of
up to US$40,000 and
four years in prison.
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News roundup
This edition’s stories and infographics from across the globe, as well as a look at the
latest developments and issues affecting the finance profession
Sharif removed

real estate. The case was a

relating to its audit of Miller

2011. KPMG is committed

Pakistan’s prime minister

result of the Panama papers

Energy Resources. Miller

to the highest standards of

Nawaz Sharif has been

leaks, which revealed the

was charged in 2015 with

professionalism, integrity

removed from his role after

offshore wealth of various

accounting fraud and settled

and quality, and we have

the Supreme Court ruled

senior politicians and their

the charges. The company

fully cooperated with

him to be ‘unfit for office’.

associates. Shahid Khaqan

had reported assets bought

our regulators to reach

A case was brought by

Abbasi, an ally of Sharif,

for US$2.5m as valued at

a resolution.’

opposition politician Imran

is Pakistan’s new prime

nearly US$500m. KPMG had

Khan, claiming that Sharif

minister.

issued an unqualified audit

PwC fined

report. Engagement partner

PwC has settled charges

had failed to declare family
assets. The court agreed

KPMG charged

John Riordan has been

by the US Public Company

and found that Sharif’s family

KPMG has agreed to pay

suspended from practising

Accounting Oversight

could not prove legitimate

US$6.2m to settle US

for at least two years. KPMG

Board (PCAOB) for US$1m

ownership of valuable assets,

Securities and Exchange

said: ‘This matter is related

over its audits of Merrill

including prime London

Commission charges

to audit work performed in

Lynch. PCAOB found
that PwC issued an audit
report without obtaining
sufficient evidence about
Merrill Lynch’s compliance
with the requirement to
hold customer securities in
segregated accounts. ‘PwC
failed to fulfil its obligations
during a period when Merrill
Lynch exposed billions
of dollars of customer
assets to claims of its
creditors,’ said James Doty,
PCAOB chairman. PwC
did not admit or deny the
PCAOB findings.

EY reports growth

Kazakhstan embraces digital currency

EY has reported that global
revenues increased by 7.8%

Kazakhstan has become the second country in the world to support the use of blockchain

to US$31.4bn in the year

solutions for financial services. The Astana International Financial Center brings together

ending June. This was EY’s

Deloitte, Waves, Juscutum and Kesarev Consulting as partners to develop legislation regulating

seventh consecutive year

cryptocurrency transactions. They will establish an ecosystem for the use of blockchain

of strong growth, which

technology, cryptoassets and blockchain-based projects in Kazakhstan, with the intention of

had been supported by

improving the investment climate for development and support of innovative technologies.

significant acquisitions
and new partnerships.

8
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Take one

In the latest of our series of video interviews with ACCA members, we meet Ajay Shah FCCA,
CFO of entrepreneurial table tennis bar chain Bounce and a UK county-level player in his youth

Taking opportunities
Shah shares his
experiences on
working for a growing
entrepreneurial
venture, the company’s
expansion into the US
and his advice for young
finance professionals

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

Transaction advisory services

regulation; there are many

administrative court ruled

avoidance and evasion. The

grew 15.5%, advisory 10.4%,

different models in place

that Google’s European

agreement will lead to staff

tax 7.9% and assurance 4%.

around the world that

headquarters in Ireland

exchange and investment.

Headcount increased by

work effectively,’ said IFAC

could not be taxed by the

Zambia’s finance minister

7.3%, to 250,000 people

executive director Alta

French authorities as if it

Felix Mutati said that South

globally. The firm promoted

Prinsloo. ‘Understanding

had a permanent base in

African investment in Zambia

669 people to partner

the key principles of

France. ‘Google Ireland Ltd

was ‘progressively creating

and recruited another 385

accountancy regulation,

isn’t taxable in France over

opportunities for tax revenue

partners. Senior leadership

and how they function in

the period 2005–2010,’ the

collection for the Treasury

diversity improved, with

practical terms, helps PAOs

court said in a statement.

through the Zambia Revenue

women comprising almost

[professional accountancy

Google will not have to pay

Authority’.

30% of new partners and 36%

organisations] and their

VAT on sales or corporate

of new partners coming from

key constituents ensure

tax if the judgment stands.

Pipeline project

emerging markets.

the profession’s long-term

The French authorities

Capital raising has begun

sustainability, and their ability

are expected to appeal

to finance a US$3bn crude

IFAC issues guidance

to continue to function in the

the judgment.

oil pipeline for Uganda and

The International Federation

public interest.’

of Accountants (IFAC)

Tanzania, following approval

Zambia/SA tax tie-up

by the countries’ presidents

South Africa and Zambia

Yoweri Museveni and John

has issued guidance on

Google tax win

the regulation of the

Google defeated the French

have agreed to work

Magufuli. The investment is

accountancy profession.

government in a court

together on tax collection

for a joint project by Tullow

‘There is no “one-size-fits-

case involving a €1.12bn

and administration, with the

Oil, Total and China National

all” solution for accountancy

tax demand. A French

intention of reducing tax

Offshore Oil Corporation
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due to begin oil production
by 2020. Finance options
include bank debt and loans

East Asia

63%

from export credit agencies.
Stanbic Bank Uganda and

North America

Sumitomo Mitsui Banking

25%

Europe

11%

are acting as joint financial
advisers for the funding of the
1,445km crude oil pipeline.

Pension investment
Three large Danish pension
funds – PensionDanmark,
PKA and Lægernes Pension

% of trading volume in biggest cryptocurrency markets

– have committed €468m to
a new African infrastructure
fund. It will be managed
by AP Møller Capital. The
three funds intend to double
the size of the portfolio by
attracting other international
investors. The portfolio is

Digital takeover?

expected to operate for

The cryptocurrency market topped US$170bn in August, with

10 years, making 10 to

the value of Bitcoin hitting a market high of over US$4,700 in

15 large investments in

the same month. With more than 900 types of digital currency now

transport and energy. ‘Africa,

in use, 98 digital currency exchanges and tens of millions of active investors

which has a hard working

worldwide, the total market capitalisation is 50 times larger than five years

population expected to

ago. Currently, East Asia, North America and Europe are the biggest markets

reach a billion within the

of cryptocurrencies; in East Asia the percentage of trading volume is 63%,

next few decades, has a

with Bitcoin and Ethereum selling above the global average in the region,

pressing need for more

according to Exchange Union.

investment in infrastructure,’
said Robert Mærsk Uggla,

Source: Exchange Union white paper, Bridging digital currency exchanges globally

AP Møller Holding’s
chief executive.

10

increased regional footprint

Qatar downgraded

led by Saudi Arabia and the

Crossborder banks

of African banks suggests

Fitch Ratings has downgraded

UAE continue their boycott

A pan-African banking

opportunities for a much

Qatar from AA to AA-, in

against Qatar, and their land,

system could generate

greater banking scale. ‘The

response to the regional

air and sea borders with

between US$490bn and

number of cross-border

conflict with Saudi Arabia

Qatar remain mostly closed.

US$950bn in additional

subsidiaries of African banks

and the GCC countries.

International mediation efforts

credit for sub-Saharan Africa,

has almost tripled since

Qatar’s outlook is regarded

are still ongoing but are not

predicts a PwC report. The

2002 and there are now 10

as negative. The agency

showing significant progress.

findings were made in PwC’s

pan-African banks with a

explained: ‘Fitch believes

In our view, the negotiating

latest Global Economy

presence in at least 10 sub-

Qatar’s diplomatic and

positions of Qatar and the

Watch outlook, which says
the region’s financial sector
remains relatively small and
underdeveloped. But the

Saharan African countries,

logistical isolation by some

boycotting countries remain

and one with a presence

of its neighbours is unlikely

far apart.’

in over 30 sub-Saharan

to be resolved for some

countries,’ reports PwC.

time. The group of countries

AB

Paul Gosling, journalist
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Ethics

The conquest of chaos
Marios Skandalis FCCA, Bank of Cyprus compliance director and new head of ICPAC,
discusses bank bail-ins and bringing order to the chaos of looming financial meltdown

I

number of points along his career path

2017

also managing all the bank’s remaining

where the easy option could have been

President, Institute of

banking operations alongside its Greek

to walk the other way. But at every turn

Certified Public Accountants

insurance branches, asset management and

the 46-year-old compliance director of

of Cyprus (ICPAC)

brokerage subsidiaries.

of the Institute of Certified Public

2014

insurmountable at the time, putting my

Accountants of Cyprus (ICPAC) has sought

Director of group

career at risk,’ Skandalis recalls. However,

out the more difficult route.

compliance, Bank of Cyprus

he came out the other end as the Greek

f there is one word that sums up
Marios Skandalis’s career to date, it

i

‘a difficult time’. He was asked to manage

CV

the effective conclusion of the sale and
transfer agreement with Piraeus Bank, while

is ‘challenging’. There have been a

‘It was a task that seemed almost

Cyprus’s largest bank and new president

operations went back to some form

Like many others in the accountancy
profession, Skandalis wrestled with whether

2013

of normalisation after the successful

or not to accept the challenge of leaving his

Head of operations in

completion of this deleveraging strategy.

public practice accountancy firm (EY) for a

Greece, Bank of Cyprus

General Insurance of Cyprus, part of Bank

2010

the haircut of its depositors, and a huge

of Cyprus, back in 2000.

Organisation of overseas

emergency liquidity assistance of €11.4bn

operations manager, Bank of

compared with the €3.1bn capitalisation of

Cyprus

the bank, you can see the size of the issue,’

But that challenge was nothing compared
with his next move, which he describes as a

Skandalis says. He not only decided to stay

potentially ‘suicidal’ challenge. In 2013, he
was offered and took the position of head

2000

on board, but agreed to take on one of the

of Bank of Cyprus operations in Greece,

CFO, General Insurance

bank’s riskiest projects.

having been head of the organisation of all

of Cyprus

It was a decision many might not
have taken, so how did such a daunting

the group’s overseas activities, including
those of Greece, over the previous three

1995

challenge feel? ‘You don’t actually take a

years. To understand why he describes the

Audit supervisor and senior

conscious decision if you go through those

move in such dramatic terms, just consider

management consultant, EY

events, seeing the second-largest bank [in

the context.
When Skandalis was head of the
organisation of overseas activities at Bank of Cyprus, it was
the largest bank on the island. But then in 2013 the country’s

Cyprus] shut down, watching the news day
and night to see what will happen to the
biggest bank,’ he says.
He recalls that ‘many, many’ friends and colleagues lost their

economy collapsed, and Bank of Cyprus infamously became

jobs in Greece. ‘It was a chaotic situation,’ he says. But his job

the only bank globally to implement a ‘bail-in’, which saw

was to bring order to this chaos, a role he carried out diligently

depositors with savings of more than €100,000 converted

until his next challenge appeared in 2014 in the form of director

in part into class A shareholders and take a considerable

of compliance for the whole of the Bank of Cyprus group, a

‘haircut’ or loss in the process. At the same time, in Greece

position he continues to hold today. Again, context is important

all branches shut down and the deposit and loan portfolios

– there had been a wholesale clear-out at boardroom level and

were transferred to Piraeus Bank under a sale and transfer

the change in personnel meant that new leaders wanted a new

agreement. In this process a large number of staff had to

level of compliance and corporate governance.

go through either an obligatory or voluntary redundancy
scheme. It was, as Skandalis describes it in understated terms,

12

‘Having as your employer the only bank
ever to follow a strategy of a bail-in, with

move into business, in this case as CFO of

As such, his terms of reference in 2014 were to ‘successfully
remediate the compliance function of all sectors of the bank, as

Accounting and Business October 2017
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‘My parents
infused me with
the real principles
of “ethos”, taking
the time to explain
the long-term
benefits of being
an ethical person’
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well as its remaining subsidiaries, branches
and all other operational segments in Cyprus

i

Basics

‘The real challenge was that the direction

€1.025bn

through an enhancement of the policy and

Total income (2016)

team devised a strategic approach that
focused on building awareness and coaching
all staff at the bank in an attempt to sculpt
the right culture. At the same time, Skandalis
worked to enhance the policy, procedural

transformation by infusing the necessary

€67m

and monitoring framework to ensure not

values in all areas and sectors of the bank.

Profit after tax

only adherence to the relevant regulatory

‘I took a step back, closed my eyes, put

framework, but to best international

my faith in God and tried to take a holistic

€20bn

standards and practices. ‘In only three years,

view. It was still chaos, but chaos has

Gross loans

we have managed to penetrate the culture

edges, so I stood at one edge and started

of the people working within the bank,

to recognise, one by one, the things that

€16.5bn

infusing the necessary values on which the

should be done. I prioritised them and I

Customer deposits

new Bank of Cyprus operates,’ he says.

myself, delegate them or work in a group

€3.1bn

painful. In the process, the bank has lost

to reach a resolution. This is why, at times

Capital base/shareholders’

more than 3,500 customers, which resulted

like this, you need good associates – ethical

equity

in a reduction in annual net profitability

started to work on each of those aspects

people, supportive people, real people

14

Bank of Cyprus in numbers:

given to me to achieve this was not simply
procedural framework, but through a cultural

also to give valuable feedback.’
Skandalis and his 45-strong compliance

and abroad, adhering to best international
practices and standards’. But as he says:

ready to work hard and take instruction, but

The route to this success has been

of some €9m. However, Skandalis argues

Accounting and Business October 2017
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And he can also see the value inherent in the ACCA
Qualification. It is not, he says, just a professional degree to
provide competency in the area of accountancy, but rather
a solid path and a doorway to any career path its holder

‘I took a step back,
closed my eyes,
put my faith in God
and tried to take
a holistic view. It
was still chaos, but
chaos has edges’

wishes to follow.
Judging by the number of awards Skandalis has won for his
work at the bank, this professional outlook has paid dividends.
Among other accolades, he was Acquisition International’s
2016 Banker of the Year, while Bank of Cyprus won World
Finance’s 2017 Corporate Governance Award and was
awarded Bank of the Year 2017 in Corporate Insider’s Business
Excellence Awards. But the bank’s listing at the start of this
year on the London Stock Exchange is perhaps the clearest
indicator of the success of the remediation programme.
However, Skandalis is well aware that change at the bank
has been down to a number of individuals. The current chief
executive John Hourican, who came on board towards the
end of 2013, has provided the leadership that has allowed
Skandalis as compliance officer to implement the necessary
changes, with the full support of the current board of directors.
‘Unless the board sets the right tone and an empowering
CEO creates the relevant mood through engaging with each
of his managers and finally ensuring that this triggers the
necessary buzz at the bottom, you cannot achieve any cultural
changes,’ Skandalis says.
Recent news at the bank – good and bad – is perhaps a sign
of continuing volatility in the financial sector, though Skandalis
prefers the word ‘challenging’. The good

that this was necessary if the bank was to
create a workable new basis of acting and

i

news was that the bank was able to report

Tips

a return to profit earlier this year along with
a full repayment of the €11.4bn emergency

thinking within itself, while transforming the
compliance function from a regulatory one

A successful career must

liquidity assistance. But it has also been on

into an ethical framework.

be useful and add value

the receiving end of an €18m fine from the

to society as well as the

island’s competition regulator for abusing

of Skandalis’s approach. A founder

business. Skandalis stresses

its dominant market position in credit cards,

member and vice chairman of Transparency

the importance of life

a fine that the bank will appeal ‘through all

International (Cyprus) and vice president

principles and values as work

available court processes’.

of the Association of Certified Fraud

drivers. His tips: always be

Examiners (Cyprus branch), he is an active

humble, always be patient,

here done? Not yet. ‘The general lesson

anti-fraud and corruption campaigner.

always keep focused on your

from the 2013 financial crisis is that the

targets and always respect

building of a robust economy is not a static

the people around you.

task or target,’ he says.

Ethics, along with challenge, is a hallmark

The Cypriot, whose home city of
Famagusta is in the north part of the island

So what of the future – is Skandalis’s work

under Turkish control, puts his commitment

As Skandalis takes over as ICPAC

to ethical behaviour down to the influence

president, he remains committed to

of his parents. ‘They infused me with the real principles of

building an ethical and trusted financial institution. ‘My door

ethos, taking the time to explain to me the long-term benefits

is open to the next challenge, but in the meantime I remain

of being an ethical person and, eventually, allowing me to take

heavily involved and focused in the present one.’

AB

the conscious decision of adopting these principles in my life,
rather than forcing me to adapt to them.’

Philip Smith, journalist
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The view from
Siegfried Kofi Gbadago ACCA, CFO, Hayman Capital,
Yangon, Myanmar, and author of two business books

Executives who say their organisation’s

Since completing my

I’ve found there are

global ethics cultures are strong. Less

ACCA studies in Ghana in

differences between the

than a third are highly confident that

2003, I have been in the

public and private sectors.

their organisation’s employees will

microfinance sector. I have

Development and help for

report unethical behaviour

provided consultancy as well

those in need are the key

Source: Deloitte

as mainstream accounting

determinants in the NGO

and finance functions

sector. However, the private

Samsung boss jailed

for major microfinance

sector combines corporate

organisations across Africa. I was heavily

social responsibility – taking care of

Samsung’s acting chairman, Lee Jae-

motivated by two ACCA members:

workforce and assets – with making sure

yong, has been convicted of corruption

David Bishop, a former ACCA president,

returns are earned for investors.

in South Korea’s latest political and

and my former boss in Ghana, John

business scandal. Lee took over the role

Maxwell Quao.

of company leader after his father, Lee

The ACCA Qualification’s rigour in
terms of technical and managerial skills

Kun-hee, suffered a heart attack three

I’m in charge of fundraising from major

put me in the forefront of business

years ago. The conviction was related

wholesale lenders to microfinance

management. It has enabled me to

to bribes of millions of dollars allegedly

organisations around the world. This

grasp business issues quickly and offer

offered to former president Park

involves leading the due diligence

the solutions needed according to the

Geun-hye in exchange for her support

process, preparing reports, negotiating

demands of the time. By participating

for a restructuring of Samsung. The

terms with investors, and planning and

in the national ACCA programmes

conviction is being appealed.

controls. I find it very satisfying to strike

and taking short courses, I’m ensuring

new funding deals for my employers.

my career development. In the future

I’m responsible for staff training and

I intend to further my education and

The Commonwealth Bank of Australia

development, and for tax and regulatory

hope to lecture at universities.

is facing civil penalty proceedings

requirements in a fast-changing

for alleged failures in complying with

environment. I manage three line

I am very proud of my academic

anti-money laundering requirements.

managers (accounting, admin and ICT)

achievements and also of my

Australia’s financial intelligence and

with a total of 15 staff.

performance in Malawi where I started

Bank faces proceedings

regulatory agency Austrac claims CBA

as CFO for MicroLoan Foundation and

did not comply with its AML programme

became acting CEO. I helped bring

on 778,370 accounts and A$625m

down the high default rate on the loan

(US$505m) of transactions, and did not

book from 19% to 3% in seven months.

report suspicious transactions totalling

Since I came to Myanmar, I’ve greatly

A$77m, mainly via ATMs that allow
anonymous cash deposits. The bank
said: ‘CBA’s response to Austrac’s civil
proceedings, as well as the ongoing
programme of action to strengthen
the group’s anti-money laundering
frameworks, will continue to be overseen
by a committee of the board of the bank.’

I helped bring
down the high
default rate on the
loan book from
19% to 3% within
seven months

reduced the company’s funding gap.
I have written two business books –
18 Laws of Personal Development and
Permanent Wealth. They are aimed
at ambitious young professionals who
would like to make the most of the
business principles that can be learned
from accounting and finance.
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Investor revolt
In uncertain times, protests on pay often reflect wider fears about a company’s future.
Financial reporting that addresses concerns can help to avoid ugly scenes at the AGM
Executive remuneration remains

and 17 no-votes of 10% or more against

management) were prepared to vote

a potential flashpoint in investor

the remuneration report in the ASX 100,

against a company that exhibited poor

relations, with ‘say on pay’

following a similarly difficult UK season

pay-management practices.

mechanisms providing a means for

earlier that year. A recent global survey

investors to register dissatisfaction

of institutional investors by corporate

Basically, performance – and, in the UK,

with corporate performance.

governance consultants Morrow Sodali

the public’s perception of inequality, a

found that all respondents (representing

sentiment fuelled often by the media.

US$24 trillion of assets under

In an uncertain climate, investors

In the 2016 Australian AGM season,
for example, there were eight first strikes

So what’s behind protests on pay?
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in particular are demanding better

*

Join the dots. Much of the

– have the potential to undermine

commentary around remuneration

confidence in management’s

performance is measured and how it

involves complaints about unclear,

understanding of the environment

contributes to shareholder returns. Many

incomplete or inconsistent

and of the business itself. The same

of the companies subject to no-votes in

information. Investors never consider

applies to remuneration. Where

2016 operate in sectors facing significant

the remuneration report alone.

significant changes to remuneration

uncertainty, particularly those from the

Despite this, companies often

are being considered, or where

financial services and resource sectors.

produce remuneration reports in

outcomes are on track to vary from

The stated motivation for the protests is,

isolation from other communications.

previous years, or from this year’s

explanations of how management

Disclosure of performance measures

almost invariably, concern that executive

results, early engagement with

pay did not reflect poor or uncertain

and links to shareholder value in the

investors and proxy advisers can be

corporate performance.

remuneration report should be in

helpful to head concerns off at the

lockstep with the risk and strategy

pass. For companies that struggle

A no-vote is a shot across the bows

discussions in investor briefings and

to get the full attention of market

of the board by disgruntled investors.

the annual report. A complete and

commentators and investors – for

It generally reflects a broader

consistent story reassures the market

example, many small caps and recent

dissatisfaction with management or

that the board and management

IPOs – telling a clear and consistent

the board; remuneration structures and

actually know what they are doing.

It’s often not about remuneration.

story becomes even more critical.

*

outcomes that might sail through other
AGMs become a concern. Of the eight
first strikes in the ASX 100, seven were
price performance, recent scandals or
concerns about the company’s ability to
deliver future results.

Culture and risk
Concerns around corporate culture
and risk management often underpin
investor dissatisfaction. Boards may be
seen as passive or complacent, unwilling

produced ‘chapters’ without any
attempt to meld them into a
consistent story. The root cause of this
is usually structural: each functional
area produces its own material, and
the owners may resist attempts by
investor relations, corporate affairs or
other functions to encroach on their
territory. Intervention by the CFO,
CEO or the board is almost always
required for this situation to change.

to hold senior management to account.
Where pay outcomes do not match
Demonstrating how non-financial

performance or where pay has grown

*

What’s needed – not what’s required.
Despite the sensitivity of the topic,

substantially, investors may conclude that

measures of performance contribute

the remuneration report is frequently

the board is hostage to management

to shareholder value is a particularly

treated as a compliance exercise.

on pay issues – and may well be similarly

thorny issue. Investors are wary of

What’s more, it’s often the only

incapacitated on issues of culture and

the potential for loosely defined

communication with the market on

risk management.

measures to act as a means of

executive pay. Put yourself in the

delivering risk-free virtual pay rises.

shoes of your investors. Consider

vein of cynicism about the inclusion of

Specifics about the calculation

what information they are likely to ask

non-financial performance measures in

and measurement of non-financial

for – or even better, ask them what it

executive pay. These are sometimes seen

performance may be particularly

is they want to know. Aim to weave

as low-risk and, therefore, a means of

warranted where such measures

that information into a clear and

rewarding management for simply doing

are new, linked to a substantial

consistent story, and any compliance-

their job.

proportion of potential earnings, or

led detail that isn’t of interest can be

otherwise contentious.

filled in if necessary.

At the same time, there is a strong

There are a number of lessons for
management in bringing shareholders
along with them:

18

produce the annual report by
binding together a set of disparately

Many annual
reports are a set
of disparately
produced ‘chapters’
bound together,
with no attempt to
meld them into a
consistent story

against the background of poor share

Lead from the top. Many companies

*

AB

Take all year. Ongoing engagement is
critical. Surprises – even positive ones

Vanessa Richards, journalist
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Ethics

Ethics in the frame
A growing number of companies are putting in place ethical frameworks to
help employees understand the moral dimensions of workplace decisions
Imagine for a moment that you are in

This well-known exercise is designed

wallet. There is £1,000 inside and a

the Wild West. You come across train

to test your willingness to behave in a

driving licence. The wallet belongs to

tracks and see a trolley approach at

utilitarian way. If pushed, most people

Bill Gates. Would you return the cash?

speed from a distance. Ahead, there

would probably say they would pull

Or imagine you are driving home late

are five people tied to the tracks and

the lever to save five people, even if

at night on deserted roads. You come to

unable to move. If the trolley continues

it costs one life. But if this wasn’t an

a red light at a junction. There’s no one

on its current course, it will kill all five.

exercise and your actions really would

to be seen. Do you wait for the green

In front of you is a lever. If you pull

cost a life, would you pull the lever and

light or drive through the red?

it, the trolley will be diverted onto

knowingly kill someone, even to save

another track – but there is one person

five others? And what if you knew one of

and in business. Much as we would like

tied to that track. What should you do?

the people involved – would that alter

to think that we would make the ‘right’

If you do nothing, five people will die.

your decision?

decision in any given situation, it is

If you pull the lever, one person will die
but the other five will be saved.

Try another one. Imagine you are
walking along the street and find a

Doing the right thing is tricky, in life

unlikely that will consistently happen in
practice. So the human race invented
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Ethics

Sample framework for ethical decision-making

towards stakeholders
and acting to

Recognise the ethical issue

uphold the public

*
*
*

Could this decision or situation be damaging to someone?

interest’. For this

Does this decision involve a choice between good and bad alternatives?

reason the profession

Is this decision about more than what is legal or what is most efficient?

has consistently

Get the facts

taken a robust and

*

What do I know? What facts are unknown? Can I learn more about this?

methodical approach

*

Do I know enough to make a decision?
Who has an important stake in the outcome? Are some concerns more
important than others? Why?

*

What are my options? Have all the relevant people been consulted?

Evaluate alternative actions

to ethics in training

*
*
*
*
*

Which option will produce the most good and do the least harm?

and in practice.

Make a decision and test it

of the International Performance

*
*

Considering all approaches, which option best addresses the situation?

and Governance Research Centre

If I told someone I respect my decision, what would they say?

at Macquarie University and Rosina

Act and reflect on the outcome

Mladenovic of the University of

*

How can my decision be implemented with the greatest attention to

Sydney Business School looked at the

the concerns of all stakeholders?

impact of formal ethics training on

*

What have I learned from this situation?

students’ ability to identify and think

Which option best respects the rights of all those who have a stake?

Professional accountants

Which option treats people equally or proportionately?

are introduced to formalised ethics

Which best serves the community as a whole?

during their training. A research study

Which option leads me to be the person I want to be?

carried out by Nonna Martinov-Bennie

through ethical issues. It found that

Source: Markkula Center for Applied Ethics at Santa Clara University

incorporating ethics education into
accounting education and training
increases students’ ethical sensitivity

the concept of ethics – the standards of

the financial crisis. Workplace ethics

and helps them to think through ethical

behaviour that dictate how we ought to

are a different beast; difficult ethical

issues in a business context.

act in given situations.

decisions inevitably come with many

Ethics are important because they

accountants increase, though, the

take emotion out of the equation. Ethics

to the fear of losing your job. These

approach to ethical training must adapt.

and feelings are not the same thing –

have become more intense during

This was behind ACCA’s decision to

some people may feel good even when

recent difficult economic times; and as

introduce a new Ethics and Professional

they know they are doing something

we move swiftly into the digital age,

Skills module into its qualification from

that is ethically wrong – although

workplace ethics are changing and

October (see page 80). The module,

feelings and intuition do inform our

becoming more complex.

which has been developed in response

ethical choices. Ethics also deviate from

For professional accountants, ethics

to demand from employers, is designed

time to time from what is legally right

have always been about a lot more than

to allow professional accountants to

or wrong – if a legal framework has

following your conscience. As ACCA

demonstrate that they understand and

become ethically corrupt, for instance,

chief executive Helen Brand says in her

can apply ethical behaviour in complex,

or if the law has been slow to address a

introduction to a new report, Ethics

real-world situations.

rapidly developing issue.

and trust in a digital age (see page 36),
‘being ethical brings with it specific
expectations, such as demonstrating
professional competency in the role
being performed, exercising due care

A different beast
Ethics in the workplace, particularly in
business, has been in the spotlight since

20

As the demands placed on

pressures, from financial incentives

Professional accountants certainly
value their ethical training. A study
of more than 10,000 professional
accountants, trainees and senior
managers carried out as part of
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day-to-day procedures was important
in maintaining ethical behaviour in an

that upholding their own professional

organisation. An ethical framework

code is the most effective way to

becomes even more important in a

contribute to an organisation’s ability to

time of rapid technological change, as

uphold ethics; 75% took the view that

previously unseen or untested situations

‘ethics begins with me’.

are likely to arise; in the paper-based

Ethics

*

the Ethics and trust in a digital age
report found respondents believe

Assess the situation (who is
affected? What is the impact?
Is it illegal?)

world, boundaries were reasonably clear

*

Decide what to do (what are the
options and the implications of
each?)

*

Agree a way forward (is your
decision right? Can you sleep at

Creating a framework

but in the world of big data and instant

night? Would you be embarrassed if

But giving individuals a solid

communication, the ‘right thing to do’

others knew about it?)

grounding in ethics is not enough to

is not always immediately apparent.

guarantee good governance across

For that reason, 80% of respondents to

EY’s global code of conduct, by contrast,

an organisation. So an increasing

ACCA’s study agreed that strong ethical

is a set of principles in five key areas:

number of companies are putting

principles and behaviour will become

in place an ethical framework for

even more important in the digital age.

*
*
*
*
*

So what does an ethical framework

their employees. A framework helps

*

Report and communicate.

working with one another
working with clients and others
acting with professional integrity

managers and employees understand

look like? It will usually take the form of

the moral dimensions and implications

a series of questions or statements that

of situations they might meet, and

help the user clarify their thoughts and

But again, these are supplemented by a

provides a route map for asking the

how they see the issue – which might

series of questions that help employees

right questions and (hopefully) coming

otherwise be clouded by emotion,

decide in difficult situations if they are

to a conclusion that is consistently in

context or external pressure.

upholding the code.

A framework should help users avoid

line with the organisation’s values.

maintaining our objectivity
respecting intellectual capital.

The existence of an ethical framework,

Encompassing ethics in a written

rationalising their immediate reaction,

though, is not the end of the story.

framework is an idea that is as old as

encouraging them to take account of

Ethical behaviour requires good

time (as anyone familiar with the Ten

information that may be disquieting,

leadership and strong support from the

Commandments will attest). Some

and to consider differing opinions and

top; in fact, two-thirds of respondents

professions are built entirely around an

perspectives (see box opposite).

to ACCA’s survey said that tone from

Codes of ethics are not prescriptive

ethical code, most notably medicine’s
Hippocratic Oath.
For organisations, ethical frameworks

the top was crucial in promoting ethical

or a list of simple dos and don’ts –

behaviour within an organisation.

they are an aspiration of excellence,

The message is that good governance

are an important bedrock of corporate

for what people should and could

and robust ethical behaviour takes

governance. Two-thirds of respondents

achieve. An ethical framework is not

awareness and effort from everyone –

to ACCA’s survey agreed, for example,

intended to give the right answer in

but the detailed training undertaken by

that embedding ethical standards into

every conceivable situation; it provides

ACCA-qualified professionals, and the

a principles-based structure for making

pride that professional accountants take

day-to-day decisions that uphold the

in their ethical understanding, ensures

organisation’s values.

that they will lead the way.

Codes of ethics are
not a prescriptive
list of dos and
don’ts – they are
an aspiration of
excellence for what
people should and
could achieve

AB

While the basic format will probably
be similar between organisations –

Liz Fisher, journalist

usually including a mechanism for

More information

reporting unethical practices – it will
be customised for each. PwC’s ethical

See ACCA’s report Ethics and trust in
a digital age at bit.ly/ACCA-ethics

framework, for example, is a code
of conduct for employees, known
as RADAR:

*

Recognise the event (are you being
asked to do something you think
is wrong?)

See also more information about
ACCA’s new Ethics and Professional
Skills module at bit.ly/ACCAEPSmodule
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The view from

15,000+

Jazla Hamad ACCA, audit and assurance manager,
Deloitte & Touche (Middle East), and challenger of norms
When I was young I was

compromising quality, at

always good with numbers,

the same time ensuring

The number of new staff PwC

so I decided at university

compliance with regulations

employs globally every year, including

to major in accounting

and standards.

4,000 interns

and finance. Following

Source: PwC

my degree, I accepted

I enjoy interacting with my

an internship at Deloitte

portfolio of clients. I get

Gupta review for KPMG

in Dubai, which gave me
experience of the working environment.

satisfaction from challenging
the norms and improving service
through innovative tools. Technology

KPMG International is leading a
comprehensive review into the South

I became an auditor because I was

lets us provide services more effectively

African firm’s relationship with the Gupta

ambitious and wanted to challenge

and efficiently – especially by using data

family, which is embroiled in allegations

myself. I also wanted to attempt

analytics. It gives us a new lens through

about its relationship with president

something different for a female Emirati.

which to view businesses and the risks

Zuma and his family. Trevor Hoole, CEO

At the time, it was not customary for

associated with them.

of KPMG South Africa, said: ‘While

women to become auditors in the

the last audit opinions for the [Gupta]

United Arab Emirates. In October 2009

The challenge and diversity of my

group were signed for the 28 February

I became the first UAE national to join

work and the fact that I am constantly

2015 year-ends, it is now clear that,

the audit and assurance practice at

learning is what keeps me interested.

based on publicly available information,

Deloitte UAE.

I have had the opportunity at Deloitte
to work across various departments.

KPMG should have resigned earlier than
March 2016 and should have stopped

In my current role I manage a number

This has been great experience and has

working for the Gupta companies

of clients from a range of industries.

exposed me to different cultures and

sooner than we did.’

Among the most significant challenges

backgrounds.

Crowe Horwath expands

for auditors is gaining an understanding
of different industries and the risks

The ACCA Qualification is well

Crowe Horwath has added member

associated with each. Accountants must

recognised in the UAE. It provides the

firms in Albania, Bulgaria, Hungary,

be able to meet tight deadlines without

management and technical knowledge

Romania, Slovenia, Ukraine, Poland,

required to succeed and gives huge

the Czech Republic and Slovakia. The

career opportunities – it is a differentiator

network already had firms in Croatia

in the marketplace. My biggest career

and Serbia. Kevin McGrath, CEO of

achievement is being one of only

Crowe Horwath International, said:

six female UAE nationals to hold the

‘Market expectations are high for rapid
and increased growth across central
and eastern Europe. The addition
of well-established, high-quality and
innovative firms is critical to our member
firms’ ability, from China to the US,
to effectively serve clients in these
growing markets.’

I get satisfaction
from challenging
the norms
and improving
service through
innovative tools

ACCA Qualification as at 2016. I am
also especially proud of my promotion to
audit manager.
I’m an active person. I enjoy horseriding, jogging, kayaking and shooting,
and dedicate several hours each
week to sports. I also enjoy travelling
and reading.
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Identity check
Ensuring the people you employ are who they say they are is crucial for many reasons,
including reducing the risk of fraud and protecting your firm’s reputation
Pre-employment checks are a sensible,

guarantee problems won’t arise, but it

someone who appoints “ghost

even essential, risk management

is a risk mitigation factor.’

employees” or may assist criminals to

step. ‘For anyone you hire, you need

Gregory Rammego, risk advisory

get access to employee information to

to know who that person is,’ says

Africa leader for forensic at Deloitte,

Nadeem Maniar, director of risk

also sees good reason for employers,

consulting at Crowe Horwath UAE.

including accountancy firms, to conduct

through fraud, organisations with

‘This is especially true for accountancy

pre-employment checks in order to

poor recruitment controls risk

firms, as we have highly confidential

reduce the likelihood of employing

wasting HR investment. ‘The cost

and privileged information. If

dishonest employees. ‘Rogue

of recruiting, hiring, training and

information is leaked into the market,

employees can become involved in

terminating employees is a huge

it could cause reputational damage

fraudulent schemes when working

chunk of any organisation’s business

and financial loss, as well as litigation.

in the finance department,’ he says.

operations,’ Rammego says. ‘By not

So you need employees with integrity

‘A crooked employee working in the

ensuring that the correct candidate

and you need to perform background

supply chain management function can

is employed, these costs may be

checks on them. Even if you have

solicit bribes from potential suppliers.

significantly higher than budgeted for

done background checks you can’t

In the HR department you may have

due to unnecessary high staff turnover.’

commit identity theft.’
Apart from the cost of any losses
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less familiar with foreign

on verifying documentary evidence,

which could make it

such as education, credentials, previous

easier for a candidate

employers, testimonials – anything on

to claim qualifications
or employment with fake
institutions.
Maneesha Garg, a
partner in forensic

would also be normal.
For senior posts, and where local
regulations allow, additional discreet
enquiries could be made. ‘Senior
people tend to have an impact on your

also notes the substantial

organisation from a cultural perspective,

industry involved in providing

so you also want to know some aspects

fake documentation. Garg is

about the individual that aren’t apparent

leader of KPMG India’s corporate

from the résumé,’ Garg says. ‘You might
want to find out about their lifestyle,

the firm’s verification services. ‘In a lot of

including any discrepancies between

countries, not just in India but in Africa

salary and lifestyle, and about behavioural

and in Europe, for example, there are

aspects – such as whether they are a
people person or strategy person.’

is likely to be worthwhile because false

Discreet enquiries could also be made

information in résumés, CVs and job
applications is widespread. Research

Discreet enquiries
could also be made
to see whether
there are any
family issues,
such as property
disputes or ‘tough
divorces’

by the Society for Human Resource
Management in 2003 found that 53% of
all job applications contained inaccurate
information. Based on Crowe Horwath’s
work in the UAE conducting employee
background checks for clients, nearly
three in 10 job applicants had major
discrepancies in their applications in the
period 2015 to 2016.
A major discrepancy would include

to see whether there are any family
issues, such as property disputes or
‘tough divorces’, Garg notes. ‘Sometimes
these give you a hint of the kind of
personality you might not want to hire.’
Rammego emphasises the importance
of only conducting legal preemployment checks. In South Africa,
he says, in accordance with privacy
legislation, ‘it is a requirement that an
employee or candidate for employment
gives their permission before any

the submission of false or forged

screening – whether in-service or at pre-

documents, giving good reason to

employment stage – is done’.

question the candidate’s integrity. Minor

many fake and suspicious education

errors could include a slight error in

institutions – diploma mills and fake

the salary an individual claimed to have

employers – who will set up shop not

particularly in South Africa, increased

been paid by a previous employer or

just to train people to crack interviews,

interest from clients in ‘lifestyle audits’

in the stated period of employment.

but who will give verifications as long as

as an added measure in the employee

‘A 15% discrepancy in salary wouldn’t

they get kickbacks from the candidates,’

due diligence process.

necessarily affect the integrity of

Garg says. Employers therefore need

the individual, but it could give [the

to check the legitimacy of verifying

used in this regard is protected by

prospective employer] a [salary]

organisations carefully.

privacy legislation,’ he says. ‘But with

negotiation point,’ Maniar says.

So what checks should sensible

However, Rammego has also seen,

‘Some information that may be

the proliferation of social media,

employers conduct? ‘The scope of

there is nowadays a treasure chest of

checks is particularly vital in today’s

screening of employees usually varies

information that individuals voluntarily

global marketplace. ‘If you hire people

depending on the criticality of the

disclose about themselves on platforms

internationally, research in their home

roles in the organisation structure,’ says

such as Facebook.’

market is very important,’ Maniar

Garg. ‘For junior and middle levels,

says. Recruiters, for example, may be

the background screening is usually

Performing employee background

24

the CV.’ Checking for a criminal record

services at KPMG in India,

intelligence operation, which includes

Conducting pre-employment checks

consent-based and is primarily focused

universities or employers,
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Sarah Perrin, journalist
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Ethics

Morality tale
Africa must try harder to apply universally accepted principles of integrity, confidentiality
and professional behaviour in its financial dealings, says Alnoor Amlani
ACCA’s report found that one in

Soon after I gained my ACCA
Qualification, I began working in

five accountants had felt personal

financial management and undertook

pressure (as had I all those years ago) to

my first business valuation assignments

compromise their ethical principles in the

in a small sub-Saharan African country.

last 12 months. I believe this figure would

It was the 1990s and I was learning all

be much higher in Africa. The principles

about this type of work and keen to

of integrity, objectivity, professional

get it right.

competence/due care, confidentiality

In accordance with the principle of

and professional behaviour, as identified

confidentiality, I didn’t tell family or

by the International Ethics Standards

friends (some of whom were major

Board for Accountants, are simply not

business people) anything about what

applied as much in the developing world.

I was doing. But eventually some old-

Transparency International highlights

timers confronted me, so I told them

the connection between corruption

what my assignment was about.

and inequality in its 2016 corruption

The first thing they asked me to do

perceptions index. Each year the index

was to compromise my ethics and reveal

ranks countries on how corrupt their

the quantum of the valuations because

public sectors are seen to be (African

they wanted to bid to purchase the

countries are routinely at the bottom of

business. I was shocked, but they simply

the list). Corruption feeds off inequality

smiled and shrugged. ‘That’s the way

and vice versa to create a vicious cycle

things are done here,’ they told me.

that breeds more corruption.

When I continued to refuse to share my

Ethical practices have improved in

findings, they advised me that I would

Africa since the 1990s, as a result of

not go far in Africa with that attitude.

additional scrutiny by the rest of the

ACCA’s recent report, Ethics and trust

world, but also because of enhanced

in a digital age, considers the views of

transparency and a higher standard of

10,000 accountants and students on

ethics being applied. Regular reports

ethical practice in accounting from a

like ACCA’s Ethics and trust in a digital

global perspective. It finds that while the

age and the annual Transparency

digital age has thrown up new challenges,
ethical decisions are still much valued
by business, and accountants must hold
onto their ethics whatever the challenges
of a digital system.
One simply needs to watch the
international news to draw an opinion
on how far this applies in Africa.
With disputed elections, reports of
embezzlement and fraud regularly
occurring, clearly the business of ethics
in Africa is still fraught.

With disputed
elections, reports
of embezzlement
and fraud regularly
occurring, clearly
the business of
ethics in Africa is
still fraught

International index help to lift and
maintain standards of ethics too.
These efforts, combined with the
ethical actions of individual accountants
working in government, industry and
practice in Africa, will bring about
further improvement. But, sadly, Africa
still lags behind the rest of the world in
the application of ethics in finance.

AB

Alnoor Amlani FCCA is an independent
consultant based in East Africa
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Blockchain reaction
Even if blockchain’s potential to revolutionise the way we do business is over-hyped,
the profession needs to take notice of this new technology, says Ramona Dzinkowski
According to an EY report, Blockchain:

modes of working could benefit. For

How this technology could impact the

example, for importers/exporters, the

CFO, ‘advanced financial applications

ledger would contain the contract,

are in development now, and global

letter of credit, shipping receipt, and

systems that could revolutionise

regulatory documentation for customs

traditional finance operations will be

and insurance. Multiple parties, such

implemented in the coming year’.

as the importer, exporter, their banks,

But surely this is old news for any

shipping company, regulatory bodies,

senior finance executive? Well, not

shipping/port authorities, etc, would be

really. While most of us have heard

able to access the ledger.

some hype around blockchain, the

For management, the distributed

concept in my mind is still quite esoteric

ledger removes disjointed internal

and ethereal.

and external databases of records that

Let’s remind ourselves what

need reconciling, and should reduce

blockchain is. By consensus, it can

the risk of missing transactions through

be defined as a global digital ledger

timing mismatches or booking errors.

of economic transactions that is

For the accountant, distributed ledgers

transparent, continually updated by

could help transaction-level data to be

countless users and almost entirely

compiled, checked or reconciled.

secure from cyber attacks.

As to why accountants might be

According to the latest survey on

sceptical, perhaps it’s due to its

the subject by Deloitte, nearly 40% of

association with Bitcoin. In 2014, Charlie

senior executives polled had little or no

Shrem, the founder of BitInstant, was

knowledge of blockchain. While some

sentenced to two years’ jail time after

of its proponents see the technology

he admitted to aiding and abetting an

as democratising markets, and

unlicensed money transmitting business.

revolutionising the monetary system as

‘Blockchain presents new areas for

For example, of the 60% of executives

analysis and consideration, and the

in the Deloitte study who claimed some

sooner professional accountants increase

knowledge of the technology, one third
considered it over-hyped.
So why are accountants sceptical and
what do the leaders of the profession
have to say about the potential impact
of blockchain?
Not surprisingly, ACCA was among
the first of the professional bodies to
connect the dots. First, it says, industries
that involve a large amount of manual
processing, have ‘legacy’ systems or
rely heavily on outdated and/or offline

26

But bad blood aside, ACCA believes

we know it, others are not convinced.

While most of us
have heard some
hype around
blockchain, the
concept in my
mind is still quite
esoteric and
ethereal

their awareness, the better prepared
they will be to engage with it.’

AB

Ramona Dzinkowski is a Canadian
economist and editor-in-chief of the
Sustainable Accounting Review
More information
You can read ACCA’s report
on blockchain, Divided we fall,
distributed we stand, at
bit.ly/acca-blockchain
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Have your say
In the run-up to this year’s AGM, ACCA president Brian McEnery urges members to
engage with the organisation’s strategic vision by ensuring that their voices are heard
My term as ACCA president is nearing
its end, and this is my penultimate
column for Accounting and Business.
This column has been important to me:
while it is, on the one hand, a vehicle
for me to update you on the comings
and goings of the ACCA Council, it is
also a monthly reminder for me to step
back from my immediate work and
instead think about the topics that are
currently most relevant to members –
all 198,000 of you – around the world.
If there’s one thing that my presidency
has instilled in me, it’s that ACCA is,
in its entirety, a member-driven and
-focused organisation. Members are
the frontline of the ACCA designation:
we set the agenda, drive the future,
live the values and embody the spirit of
this organisation.
I am lucky enough to steer the
organisation from the president’s chair,
but it’s very much on the wings of
member engagement and feedback.
It has been fantastic to meet so many
passionate ACCA member advocates
in person, and also to see first-hand the

Ethics focus

value of your contributions, interactions

This year marks the tenth anniversary of the global financial crisis – and it’s clear that

and feedback via Council-led webinars,

business still can’t afford to be complacent about ethics. It’s great to see Accounting

the national office network, member

and Business focusing on this important topic in this issue, and I hope the insights help

satisfaction surveys, the feedback

you in your daily lives. The lessons we learned a decade ago are just as valuable today.

section of the ACCA members’ website,
member focus groups and through the
Annual General Meeting – a once-

window opens on 6 October, and

yearly opportunity for members to

you will receive your ballot instructions

my last columns to remind all members

elect the Council members that lead

and candidate profiles shortly. I hope

of the important role we play in this

on our behalf, and engage with our

many of you join me in taking part –

organisation, and to encourage you to

organisation’s strategic vision.

your vote matters!

global contact centre.
So it’s important to me to use one of

use your voice and to get involved.

AB

I encourage you to participate and
vote. Last year’s AGM saw a record

Brian McEnery is a partner specialising

channels are available all year round,

voting turnout, and I’m hoping the

in corporate restructuring and

we are this month approaching ACCA’s

trend will continue this year. The voting

healthcare consulting at BDO Ireland

While the aforementioned feedback
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A challenging audit
Non-profit organisations operating in conflict zones face numerous obstacles to their
operations, making accounting for their activities a task fraught with difficulties

aid agencies and charities are under increased

N

scrutiny as regards AML/CFT practices as the unavoidable

pressure to abide by international and domestic

disruption makes it hard for the authorities, where they exist,

regulations to demonstrate their financial probity. But while

to maintain control. A key current focus of regulators has been

there is often effective oversight in their home countries, in

the refugee crisis in Syria, as well as the conflicts in Yemen

the field, NGOs can struggle to adapt and navigate local rules

and Afghanistan, where operating conditions are particularly

to ensure appropriate procedures are in place.

challenging. NPOs have to abide not only by local legislation

on-governmental organisations (NGOs), international

There are some 10 million NGOs or non-profit organisations

28

NPOs operating in conflict zones have come under particular

and controls but also by international regulations – and

(NPOs) operating worldwide, according to a report from the US-

sometimes these can be incompatible. Syria is a case in point;

based Public Interest Registry and global governance platform

sanctions put in place by the US and the European Union in

The Global Journal, and the United Nations estimates their
combined annual expenditures at US$2.2 trillion a year. With
such large sums involved, NGOs need to be able to reassure
donors that their money is being well spent. Meanwhile,
demand growth for regulatory oversight of NPOs has been
driven by anti-money laundering (AML) and combating the
financing of terrorism (CFT) concerns within the US government.
‘All the NGOs and charities I speak to are carrying out
extensive due diligence, which includes external auditors to
verify country offices and audit parties they’re involved with.
The larger organisations also have their own auditors. There
is definitely a lot of work happening, but the fundamental
instability of these environments creates challenges,’ says
Andrew O’Brien, head of policy and engagement at the UK’s
Charity Finance Group (CFG).

2011 cut the country off from the international financial system.
With an estimated 6.3 million Syrians displaced internally
due to the conflict, NPOs operate both inside Syria and in
neighbouring Lebanon, Jordan and Turkey – which have taken
in some 5.1 million refugees in total, according to the United
Nations High Commissioner for Refugees (UNHCR).
NGOs are required to operate in line with local legislation.
An added complication is that NGOs working in governmentcontrolled areas of Syria cannot operate in a rebel-controlled
area at the same time. ‘It would be very risky, so most NGOs
are either in Damascus or across the border,’ says a Beirutbased financial manager at a major European NGO.
The first priority of an NGO in most jurisdictions is to be
legally registered to file taxes. That said, in Syria, there are
currently no rules on NGO activities, so organisations do
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not have to file; instead they work in cooperation with the

To address the different reporting requirements in force,

government-approved Syrian Arab Red Crescent. Meanwhile, in

NGOs have developed country-specific handbooks with

next-door Lebanon, where there are estimated to be more than

standard operating procedures, revised every few years.

a million Syrian refugees, registering NGOs for tax purposes is

At the operational level, larger NGOs use enterprise

a struggle, according to the finance officer, who did not wish to

resource planning (ERP) software for fleet management,

be named. Here a sponsor is required to secure a place for the

asset management, warehousing, procurement and human

application on the agenda of the Lebanese president, who signs

resources. ‘Proper handling of donor funding is crucial to

all applications – a particular problem between May 2014 and

continuing operations. We have 300 staff, six offices and 80

October 2016 when Lebanon had no president.

vehicles, so we need a clear picture of our financial coverage

‘If you aren’t registered you try to be as compliant with the
law as possible, as if you’re in the registration process you’re
considered registered by the government,’ says the finance

to report to donors,’ he says. Payrolls in cross-border
operations are usually handled locally.
Accounts are compiled at the end of the tax year by

manager. However, not being registered brings additional

headquarters, which carry out double entries through external

problems, as unregistered organisations are unable to get

accountants, as NGOs often do not employ professional

work or residency permits for foreign staff or pay social security

accountants in the field. Certain countries will then be selected

for local staff as they have no finance ministry registration

for inspection by an external auditor. In the case of Syria, a Big

number. ‘Some NGOs put money aside for this, others pay it

Four firm from Jordan carried out an audit of a major European

directly to employees,’ he says, adding that this must therefore

NGO, recalls a Damascus-based NGO financial manager.

be budgeted for.

But smaller NGOs that cannot afford specialised

Vetting of local staff and suppliers is a further complication.

accountancy firms’ fees simply lack the financial resources to

Vetting is required by donors, particularly government bodies

have their books and accounts professionally audited. ‘Most

such as the US Agency for International Development (USAID),

charity specialist [accounting and auditing service] providers

the US Bureau of Population, Refugees and Migration, and the

work with larger organisations as there’s less profit in the

UK’s Department for International Development (DFID). ‘We

smaller ones,’ he noted, so smaller NGOs rely on private

have to check specific databases [for names] but the problem

accountants which may not deal with many NGOs and the

is that the US database is not the same as the EU’s or DFID’s.

regulations specific to charities.

There has been a push for harmonisation, but it’s highly

Despite these difficulties and the obvious security issues,

politicised, so progress is slow,’ says

the Damascus-based financial

the finance manager.

manager says Syria has proved less

While NGOs operate according
to the humanitarian principle of
impartiality, they can get into hot
water if they unwittingly work
with individuals or entities that
are members of, or are linked to,
sanctioned or designated terrorist
organisations, such as Lebanon’s
Hezbollah. The US Congress passed
a Hezbollah International Financing
Prevention Act (HIFPA) in 2015.
The same applies to rebel-

challenging than many sub-Saharan

Vetting of local
staff and suppliers
is a further
complication. Vetting
is required by
donors, particularly
government bodies
such as USAID

controlled areas in Syria where
Islamic State, or Daesh, operates.

African countries he has worked
in, mainly because of Syria’s more
advanced financial sector.
Sub-Saharan Africa is probably one
of the hardest regions to carry out
effective accounting and auditing
due to the reliance on cash. ‘In the
likes of Sudan and Somalia, which
were cash-based economies, the
collapse of the formal banking
system or sanctions has made
cash even more dominant. That
also makes verification harder,’

‘You might have employees linked to Daesh, but how would

says O’Brien. ‘From an accounting and auditing perspective,

you know?’ he says. ‘As the US requires us to vet all suppliers,

anything that creates uncertainty in the paper trails adds

many NGOs no longer apply for grants from the US.’

issues, and makes it hard to harmonise between home rules

O’Brien reports that charities say their biggest risk is third

and those in the country a charity is working in.’

AB

parties, as it is not always possible to carry out due diligence in
conflict zones or in newly formed countries.

Paul Cochrane, journalist in Beirut
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Ethics

Guardians of EU finances
The European Court of Auditors plays a key role in building public trust across
the EU’s institutions, says Lazaros S Lazarou FCCA

A

As the external auditor of the European Union’s (EU), the

CCA’s report, Professional accountants –
the future: 50 drivers of change in the public

European Court of Auditors (ECA) – which celebrates its 40th

sector, which was published in late 2016, rightly

anniversary this year – has a three-part mission:

indicates that ‘professional accountants are generally
viewed as the ethical conscience of organisations
and, as a result, they carry a particular responsibility
for ensuring that trust in government organisations is
maintained at all times’.

30

*
*
*

to contribute to improving EU financial management
to promote accountability and transparency
to act as the independent guardian of the financial
interests of EU citizens.

From its base in Luxembourg, the ECA warns of risks,
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‘EU added value’, through its performance audit work. In

and offers guidance to EU policymakers and legislators

coming years we will strengthen our annual reporting on

on how to improve the management of EU policies and

performance and on information on EU action in member

programmes and ensure that Europe’s citizens know how

states and regions.
In applying its 2018–2020 strategy, the ECA plans to focus

their money is being spent.
Last month the ECA hosted an ACCA event entitled

further on assessing the performance of EU action by refining

‘Bringing governments closer to citizens and businesses

its approach in the following ways:

in a digital age through ethics and trust’, which explored

*
*
*

improving our assessment of added value

*
*

better comparison of methods and results

*

providing insight into EU action against fraud and

two themes: digital transformation – challenges and
opportunities, and ethics, integrity and accountability of
the public sector.
These themes are fundamental elements of the ECA’s 2018–
2020 strategy, entitled ‘Fostering trust through independent
audit’. The public sector and its auditors, including the EU
and the ECA, face legitimate questions. The ECA is well
placed to address the challenges and opportunities of EU

taking a broader view of EU action
providing rapid answers to pressing and targeted
questions
increasing the impact of its recommendations on
achieving improvements
corruption.

governance and the appropriate

Our scrutiny of EU action can

spending of EU funds and

increase trust in the EU only if

therefore, through independent

we manage to communicate our

audit, to help EU citizens decide

findings and recommendations

if they can trust EU institutions to
deliver results for them.

Transparency is key
While the public sector differs from
one country to another, a common
aspiration among all member states
is to serve the community and
protect the public interest. The aims
and consequences of public sector

Ethics

provides assurance, indicates shortcomings and successes,

clearly. So in our most recent annual

In recent years the
ECA has vigilantly
overseen how EU
rules and procedures
on compliance audit
have been applied in
EU spending

report, published last month, we
have used less technical language
where possible and a more visual
presentation.

EC governance
In 2016 the ECA published a
special report on governance at
the European Commission (EC) (SR

actions are driven by circumstances,

27/2016). This also addressed the

resources and (political) choices.

follow-up of internal and external

As such, ethics is at the root of trust in the public sector.

audit work and recommended that the EC should establish

Transparency and full accountability are key elements

an audit committee with a majority of independent, external

in ensuring ethical behaviour, providing options for the wider

members and expand its mandate to cover risk management,

public to uncover possible unethical behaviour.

financial reporting and the work and results of ex post

As the ethical conscience of organisations, professional

verification units and audit directorates. We will continue

accountants and the ECA as auditors should make

to address high-level governance and ethical topics, as for

it their mission to maintain core ethical values. In its

example in planned work on conflict of interest and ethics in

2018–2020 strategy the ECA emphasises its core values

EU institutions.

of accountability, transparency, professionalism, integrity,
impartiality and responsiveness.
In recent years the ECA has vigilantly overseen how EU rules

Ethics is at the basis of public sector work, including
that of independent auditors. As auditors we help citizens
by providing assurance on information they receive. The

and procedures on compliance audit have been applied in EU

ECA’s 2018–20200 strategy aims to foster trust through

spending. However, following rules is not enough. Spending

independent audit. ACCA’s reports and events help us to

taxpayers’ money should benefit the community as a whole,

make this happen.

AB

and value for money is as important, if not more important, a
consideration as oversight.
So the ECA has steadily increased its work reporting on

Lazaros S Lazarou FCCA is a member of the European Court
of Auditors
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Taxing times for the US
US tax managers are facing new challenges around compliance, process and data
requirements in the face of transformational change for 2018, says Ramona Dzinkowski

F

or US finance chiefs, 2018 is a year of uncertainty.
The main conundrum is the implications of tax
reform relating to financial management, reporting,

risk, control, systems and processes. How this year will
pan out is yet to be seen, which means that planning for
change is no mean feat.
Besides cutting rates, one of the fundamental objectives
of tax reform in the US is to curb avoidance created by
current legislation and the manipulation of corporate
structures – commonly referred to as base erosion and
profit shifting (BEPS).

The President’s Framework for Business Tax Reform, a
joint report by the White House and the Department of the
Treasury, outlining the need for reform of the business tax

CPD

system, stresses that the combination of the relatively high
US corporate tax rate and the complicated system for taxing
multinational businesses has resulted in billions of dollars of
lost tax revenue due to profit-shifting, increasing corporate
tax inversions and an erosion of the tax base. For example,
according to the report, only seven corporations created
inversions outside US borders between 2003 and 2011, but this
figure rose to 27 between 2012 and 2015. The Organisation
for Economic Co-operation and Development (OECD) reports
the magnitude of the BEPS problem, with estimates indicating
annual losses of anywhere between 4% and 10% of global
corporate income tax (CIT) revenues, amounting to US$100bn
to US$240bn annually.
To date, the US tax environment remains in a state of flux

32
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and the outcome of current federal proposals for reform will

monitored, managed and evaluated in terms of risk exposure

create a labyrinth of issues that not only impact corporate

varies widely, along with the potential impact on management

tax practitioners but also have implications across the

processes and information systems. Tax managers are

entire enterprise. Among the proposals considered was

facing new challenges around compliance, process and

replacing the corporate income tax with a consumption-like

data requirements – such as country-by-country reporting

tax, or destination-based cashflow tax (DBCFT). However,

requirements – that will eventually lead to a transformational

the potentially disruptive DBCFT was set aside in the Joint

overhaul of their tax functions.

Statement on Tax Reform released by the White House and

To deal with the new environment, integrating the tax
function across the entire organisation is essential. Companies

Congress on 27 July.
The US currently taxes worldwide income, but income from

must: design a strategic roadmap for transforming the tax

foreign subsidiaries is typically deferred until the earnings are

function; determine key drivers for change; and evaluate what

repatriated. Foreign taxes paid receive a credit against the US

it all means for their current tax model.

tax payable. Current proposals to move to a territorial system

Tax managers will be asking themselves several questions.

would exempt profits earned outside

What is the role of big data

the US from US tax (whether or not

and artificial intelligence? What
systems improvements need to be

such profits are remitted to the US
parent).
According to Vince Capurso, tax
counsel for GAMCO Investors, a
publicly traded investment firm
based in New York, a more detailed
joint statement is expected to be
to press) that is likely to include
anti-BEPS measures. A minimum
tax on foreign earnings is among
the ideas being considered to

made to ensure a seamless flow
of information between business
units, functions and managers;
and what assurances need to be
put in place around data security,
internal controls and audit to create
a wholly integrated, effective tax

CPD

released in September (as AB went

One of the
fundamental
objectives of tax
reform in the US is
to curb avoidance
created by current
legislation and the
manipulation of
corporate structures

management system?
Opportunities for transforming
the tax function can’t be taken
in isolation. The changes

protect the US tax base in a shift to a

needed to respond to evolving

territorial system. ‘The impact of the

regulatory demands, technological
developments and opportunities

potential tax changes on planning,
data collection and reporting may surprise those who are

to reduce risk/improve control will require a cross-functional,

unprepared, and companies are well advised to think about it

team-based approach.

now,’ he says.

In its 2016 report, The Tax Function of the Future – Building
the Business Case for Change, PwC predicts that many
jurisdictions will legislatively require the adoption of a tax control

For US companies, tax planning in this fluid and uncertain
environment is a challenge. How these issues are being
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framework which follows guidelines

would be due under the deemed

similar to Sarbanes-Oxley and
COSO (Committee of Sponsoring
Organizations of the Treadway
Commission), and that most global
tax preparatory compliance and
reporting activities, including data
collection and reconciliations, will
be performed within the company’s
shared service centre or co-sourced
with a third party.
The Big Four firm also envisages
that corporate tax functions will

repatriation proposals.

‘The impact of
the potential tax
changes may
surprise those who
are unprepared and
companies are well
advised to think
about it now’

*

If the US tax on repatriation
of foreign profits is lower than
the tax liability under president
Donald Trump’s proposals or the
blueprint, consider repatriating
profits before any changes are
made in the law.

*

Certain companies should avoid
repatriation until the potentially
favourable rates on a deemed
repatriation are available. In fact

use real-time collaboration tools to

for most US corporations, the

automate their workflow, document

US tax on repatriation, after the

management, calendaring and internal controls. Ultimately,

foreign tax credit, will be greater than the proposed tax

the report says, ‘more companies will use their enterprise-wide

liability under Trump’s proposals or the blueprint.

financial systems to prepare tax calculations, thereby replacing
spreadsheets and/or traditional tax technology solutions’.
So what should finance executives should be doing now,

*

Consider borrowing in the US to fund cash needs
and deferring repatriation of foreign profits until after
legislation has passed.

AB

while the tax environment is in a state of flux? John Kelleher
and Howard Wagner of tax advisory firm Crowe Horwath,

Ramona Dzinkowski, Canadian economist and editor-in-chief

writing recently on CFO.com, suggest the following financial

of the Sustainable Accounting Review

strategies to prepare for moving to the proposed territorial
system, with a lower corporate tax rate:

*

34

Determine if you repatriated profits today, whether the
US tax paid would be greater or less than the tax that

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

You’re fired
More CEOs are being forced out of office due to ethical lapses, according to a
recent survey by Strategy&. A far higher level of accountability is being demanded
Fall from grace

Big isn’t best

Firings for ethical lapses have been rising as a percentage
of all CEO successions, according to a report by consultancy
Strategy&. Its 2016 CEO Success study finds chief executives are
being held to far higher levels of accountability than in the past.

CEOs at large companies are more likely to be
ousted for ethical lapses than previously.
Percentage of Western CEOs in the US, Canada
and Western Europe forced out for ethical lapses

Percentage of dismissals for ethical lapses

2007-11

5.3%
2012-16

2007-11

3.9%

7.8%

2012-16

4.6%
3.3%

3.0%

2.4%

1.8%

Power of more than one

3.2%

0.8%

The share of incoming CEOs who also serve as chair of the board
at the world’s 2,500 biggest companies is declining:

■ Largest quartile ■ Third quartile
■ Second quartile ■ Smallest quartile
48%
2016

2002

10%

More information
See the Strategy& survey CEO Success at
strategyand.pwc.com/ceosuccess

Forced out
Although there is room for improvement, boards are getting better at planning smooth successions and bolstering corporate
governance. Over the last 10 years, the number of forced turnovers among the largest companies has dropped significantly.
2007–11
2012–16
2007–11
2012–16
2007–11
2012–16
2007–11
2012–16

27.2%

68.9%

Global

26.2%

72.1%

US and Canada

3.9%
15.0%

79.7%

80.9%
63.4%
68.0%

Western Europe

Brazil, Russia, India, China

69.7%

15.8%

32.4%

1.6%
3.3%
4.2%

26.1%

5.9%
3.6%

26.7%
83.2%

5.3%

8.1%

8.8%

■ Planned ■ Forced (other) ■ Forced (ethical)
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Ethics

Finding the right path

CPD

Should you pay a ransom to restore hacked data? It’s one of the new set of ethical
dilemmas thrown up by the digital age that accountants face – and must resolve

‘Technology may
have an impact
on the details, but
it doesn’t change
the importance of
being ethical’

36
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Ethics

in which we interact with each other, beyond all

T

compromise their ethical principles, half said the fundamental

recognition. A fundamental transformation of the

principle compromised was integrity; 44% said professional

workplace is under way, as automation and digitisation

behaviour; 42% said the principle of objectivity was at risk.

replace jobs, processes and tasks. This, as ACCA’s report

Dealing with stakeholders in government or the regulator

Professional accountants – the future points out, is driving

was cited most frequently as the source of ethical pressure by

significant change in the skills that accountants need if they

respondents in both business and practice. What is of concern,

are to continue to be effective in the workplace.

though, is that 41% did not report the incident.

echnology is changing our world, and the way

That research identifies ethics as one of the key skills needed

Of those accountants who had felt under pressure to

The report says that the reluctance of a substantial

by professional accountants for continued success – in fact,

minority of accountants to report incidents ‘may suggest

it predicts that ethics will become even more important

the need to explore whether there is sufficient support and

in the years ahead. But has our understanding of ethics
changed in a digitised world? Will the five fundamental ethical
principles set out by the International Ethics Standards Board
for Accountants (IESBA) – integrity, objectivity, professional
competence and due care, confidentiality, and professional
behaviour – remain relevant as we enter the machine age?
This is the question that a new ACCA report, Ethics and trust
in a digital age, addresses in detail. It revisits what it means
for the professional accountant to be ethical in a technologyled world. Using the results of a survey of more than 10,000
accountants and students across 158 countries, as well as

CPD

roundtable discussions with senior practitioners, the report
builds a clear picture of how ethics is valued and applied by
professional accountants every day, as well as the challenges
they face in practice.
The report finds that despite technology introducing new
ways of working, the majority of accountants around the world

The digital age brings new challenges such as the Petya
global ransomware virus that struck earlier in 2017

still see ethics as a very important attribute. Some 90% of

The hack challenge

those questioned agreed that ethical behaviour helps to build

The ACCA Ethics and trust in a digital age report imagines

trust in the digital age, while 95% of senior executives said

several examples of ethical dilemmas in a digitised workplace.

that an accountant’s ethical behaviour helps the organisation

One scenario is a ransomware attack, where an organisation

to build trust with internal and external stakeholders. ‘In other

finds that all its data has been deleted, and the hackers are

words,’ says the report, ‘technology may have an impact on

demanding a payment of 0.5 bitcoins to return it; the data has

the details one needs to understand in order to be ethical, but

not been backed up internally.

it doesn’t change the importance of being ethical.’

There is a challenge here to an accountant’s ethical principle
of objectivity, as the threat that the data will be misused

Ethical dilemmas

or destroyed might override their professional judgment;

The researchers asked respondents about their experience of

the right thing to do may be not to pay the ransom. And

dealing with ethical challenges at work. One in five (19%) said

whether or not the customer data is covered by contractual

they had personally felt pressure to compromise their ethical

confidentiality clauses, exposing it to unauthorised parties

principles in the previous 12 months. Nearly a quarter (24%)

may breach the accountant’s fundamental ethical duty

said they had seen behaviour within their own organisation

of confidentiality. For an internal auditor, the case raises

that compromised their ethics policy and standards, while 19%

issues of professional competence and care (are they aware

had seen instances of compromise within a client company

of developments in cyber attacks that could lead to the

(see graphic, page 39). Among the C-suite executives

organisation’s data being compromised?) and integrity

questioned, 43% said they believe from their experience that

(if patches were available to secure the system but were not

accountants act ethically at all times, but 47% said they had

installed, why were they ignored?).

seen accountants acting unethically from time to time.
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Ethics

The IESBA fundamental
principle most often seen as
being at risk of compromise
in the digital age is
professional competence
and due care. This may be,
says the report, a reflection
of the extent to which ethical
situations in a digital age can
present new information that
has not been seen before.
When asked if accountants
need to be better prepared
to deal with ethics in a digital
workplace, 53% of C-suite
Fred Goodwin, former CEO of Royal Bank of Scotland,
left the bank with an enhanced pension despite being at
the helm at the time of the bank’s crash in 2008

executives surveyed said
some improvement to their
skills will be needed (see

CPD

graphic opposite). They
encouragement to ensure that professional accountants feel

argued that while accountants have a generic understanding

able to report inappropriate ethical behaviour’. But it adds

of issues such as cyber risk, they may not have considered

that the context of each individual organisation is important:

how the organisation’s digital operations will evolve and the

‘“Speak-up” behaviours may flow more naturally when the

ethical issues this may pose in the future. A new Ethics and

culture is more aware and supportive of ethical conduct;

Professional Skills module for the ACCA Qualification replaces

in other words, forcing a policy may not always be the

the existing module in October this year (see the ACCA section

most effective method.’ Fewer than half of the accountants

in this edition). It has been designed to develop essential

questioned in the study said
they would be in favour of a
formal speak-up policy.

Protesters in Berlin demonstrate against Germany’s diesel
car industry (and its close ties with government), which is
under investigation by antitrust authorities over emissions

Impact of digital
To explore how digitisation
changes ethical dilemmas and
decisions that accountants
come across in their working
lives, the report considers
modern ethical situations
across six digital themes:

*
*

cybersecurity

*
*

big data and analytics

*

automation, artificial

platform-based business
models
crypto currencies and
distributed ledgers
intelligence (AI) and
machine learning

*
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procurement of
technology solutions.
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Ethics

Ethically challenged

Ready for digital?

Respondents who observed behaviour in the past 12 months

C-suite executives’ views on whether professional accountants

that compromised ethics at their own organisation or at a client

in their organisation are ready for the digital age

53%

24%

19%

32%
15%
No improvement Some improvement

Own organisation

Client

ethical judgment and behaviour by exposing students to
realistic business situations.

required

required

Significant
improvement required

Overall, the message of the report is that while accountants
have the basic tools and skills to make the sound ethical
decisions that are so valued by employers and business,
the digital age will throw up new challenges. ‘Ultimately,’

So what are the responsibilities of accountants in encouraging

the report concludes, ‘ethics is about human behaviour –

and upholding ethical behaviour at work? It seems that

technology merely changes the context within which an ethical

the vast majority of accountants (more than three-quarters)

decision must be made.’ Even so, professional accountants

believe that upholding their own professional code is the

will need to develop a rounded skillset that complements their

priority – the approach that ‘ethics begins with me’. Two-thirds

technical capability – and the ethical quotient lies at its heart.

of respondents said that embedding ethical standards in

IESBA’s five principles will still provide the foundation

day-to-day procedures was the best way to contribute to the

for behaving ethically and instilling trust in a digital age.

organisation’s ability to uphold ethics.

Professional accountants will need to learn new information

Only about half of respondents, though, said that

CPD

Ethics begins with the individual

relatively quickly and apply their judgment to this information,

embedding ethics into the strategy of a business or the

often in situations they may not have experienced before.

business plan was the best way to contribute. This, says the

It will be important to have an open mind – recognising the

report, ‘may suggest a need to combine a procedural or

value of what has been learnt so far, but also understanding

tactical understanding with a wider view – something that

that this knowledge must be placed in the context of new

may become particularly important when looking ahead to

situations as they evolve.

AB

new or previously unseen situations in a digital context’. It is
particularly important to understand the underlying strategy
and purpose when it comes to new procedures that do not
have years of testing and understanding behind them, it
adds, such as when platform-based operations are adopted.
Taking a strategic view, argues the report, can help to reduce
unintended consequences.
Strong leadership was cited as the top area where support
is needed to promote ethics in organisations. This is essential,
as ethics depends on the tone at the top. It is also important
because, as automation of the workplace progresses, good
ethical judgment will become even more important for senior
decision-makers to ensure that ‘innovation is supported in a
way that does not compromise the right way of doing things’.

Liz Fisher, journalist
More information
For ACCA’s Ethics and trust in a digital age report and
further reading, go to bit.ly/ACCA-ethics
Read about ACCA’s new Ethics and Professional Skills
module at bit.ly/ACCA-EPSmodule
Read ACCA’s research insights into the future of the
profession at future.accaglobal.com
Get CPD units by answering questions on this article at
accaglobal.com/abcpd
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Lifting the carbon cloud
More systematic corporate disclosures about climate-related risks are needed to
improve investment capital allocation and speed up the shift to a low-carbon economy

H

ad Exxon Mobil reported its reserves differently in

have resulted in a different figure. It would transform investor

2016, investors might have taken a different view

perceptions if replicated across the whole oil and gas

of its future trajectory. The company had stated

sector. ‘If the company were to integrate climate risk into its

that its Kearl oil sands were reserves, but was subsequently

assessments, it would highlight that these assets show a high

ordered to debook them by the US Securities and Exchange

propensity to become impaired,’ he says. ‘They would have

Commission (SEC), the country’s financial regulator. A

been downgraded to a resource rather than a reserve, and this

major shift in the company’s disclosures ensued in March

problem would have been foreseen.’

2017, with proved reserves cut by 3.3 billion oil-equivalent

all its competitors, might follow if they acted this way, as

quantities of oil, such as those associated with the Kearl

recommended by the Task Force on Climate-Related Financial

oil sands operations in Canada, will not qualify as proved

Disclosures (TCFD), set up by the Financial Stability Board (FSB).

reserves at year-end 2016,’ Exxon admitted in October 2016.

TCFD’s final report was presented to the G20 group of major

According to Tarek Soliman, senior analyst at CDP, a notfor-profit charity that campaigns for global carbon disclosure,
the systematic consideration of climate-related risk would

40

A redirection of energy pathway, not just for Exxon but

barrels. ‘Under the SEC definition of proved reserves, certain

economies in July by Bank of England governor Mark Carney.
Classifying assets, liabilities and acquisitions under the lens
of climate-related risk would, according to TCFD, lead to
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more appropriate pricing of risks and allocation of capital in

The second major type of risk is physical risk due to

the context of climate change. This would work as a voluntary

changing weather patterns. These may have financial

initiative, helping speed the transition to a low-carbon

implications for organisations, such as direct damage to assets

economy, and shift the corporate

and the indirect effect of supply

perspective beyond immediate

chain disruption. Organisations’

concerns. In Exxon’s case, it might

financial performance may also

identify a potential stranded asset.
TCFD divides climate risk into two
categories: transitional and physical.
Policy, legal, technology and market
changes are all classified as transition
risks. Examples include policy actions
that promote adaptation to climate
change, such as governments’
carbon pricing mechanisms.
Technology transition risk includes,
for example, the development

‘If climate risk were
integrated into
risk assessments,
it would highlight
that oil sands
assets show a
high propensity to
become impaired’

of batteries that could affect the
competitiveness of industries such
as the automotive sector. Market risk is another transition risk,
in which supply and demand for certain commodities change
once suppliers start taking climate change into account.

availability and quality, and food
security, while extreme temperature
changes can affect premises,
operations, supply chain, transport
needs and employee safety.
However, TCFD also identifies
market opportunities, such as
resource efficiency and cost savings,
new products, diversification and
better resilience. Examples include
shifting consumer preferences, lowemission goods and services and

reduced water usage and consumption in agribusinesses.
But as Soliman observes, most industries are not reporting
in depth on these values-based assumptions. Oil and gas
Most of the economic costs associated with climate
change will result from shifts in the frequency of extreme
weather events, such as Hurricane Harvey in Texas
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Tar sands oil production has attracted heavy criticism
from campaigners because of its high carbon emissions
as well as its potential for polluting local water sources

be affected by changes in water
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companies are understandably among the least likely to
want to report through a channel that undermines their very
existence. But improvements have been made over the past

Norwegian oil company Statoil quantified the predicted
consequences for its balance sheet of a 2˚C rise in
temperature – a possible 6% rise in its net present value

decade as they have responded to demands for data on
historic greenhouse gas emissions. These disclosures have

ceased exploring the Burger prospect in Alaska. However, this

usually appeared in corporate responsibility statements.

is not explicit. Clarifying its decision, the company in 2015 said

The pressure, as expressed by TCFD, is now to disclose

it was due to ‘high costs associated with the project, and the

consistently for the first time in financial filings, and to look

challenging and unpredictable federal regulatory environment

much further into the future.

in offshore Alaska’.

TCFD’s recommendations require more in-depth information

Hence, some companies apply a carbon price to projects

rather than any innovative accounting. ‘It would change what

under assessment, but there is no evidence they screen

the directors are telling us in the strategic report but wouldn’t

out projects on this basis. ‘I have not seen a case where the

change [the structure of] the balance sheet and profit and

company has said: the project makes sense, but we are going

loss account,’ explains Russell Picot, special adviser to TCFD

to veto it because the carbon price is too high,’ says Soliman.

and former chief accounting officer at HSBC. In the case of

The TCFD report comes at a time of transition. Some of

hydrocarbons, categories such as reserves and resources in

the major players in oil and gas are talking about climate

strategic reports would be the numbers most likely to alter.

risk, others are not. Some are acting accordingly, others are

CPD

paying lip service. An obvious example of directional shift is

Mixed picture

Italian company Eni, which is increasing the share of gas in

Leaders have already emerged in this space, and the picture

its portfolio. In its 2015 annual report, it states: ‘Companies

is mixed. CDP finds Norwegian company Statoil the best

operating in energy business have to face challenges…such as

performer on carbon disclosure for the longer-term horizon in

climate change and a gradual decarbonisation process. In this

its 2016 study of the sector, In the Pipeline. Canadian company

context, natural gas represents an opportunity for a strategic

Suncor is listed as the worst of 11 major global oil and gas

repositioning, thanks to gas low-carbon intensity.’
But the task force wants more.

companies, and Exxon last but one.

If the corporate community

‘Statoil is the only company that
quantifies what a world with a twodegree Celsius temperature increase
would do to its worth,’ says Soliman.
Indeed, in its 2016 annual report,
Statoil states that the International
Energy Agency’s ‘450ppm scenario’,
compatible with that temperature
rise, ‘could have a positive impact
of approximately 6% on Statoil’s
net present value [NPV] compared
to Statoil’s internal planning
assumptions as of December 2016’.

‘Implementing TCFD
recommendations
would change what
the directors are
telling us in the
strategic report but
not the balance
sheet and profit and
loss account’

While most companies employ
conventional economic metrics

recommendations, balance sheet,
income statements and strategic
reports would most likely need
modifications, as Picot points out:
‘Including climate risk would sharpen
disclosures on the impairment of
cashflows arising from assets.’
Investors would be able to access
a scenario analysis for each major
sector. This would relate to a 2°C
temperature rise scenario as well as,
for instance, a scenario based on
nationally determined contributions

to justify decisions in financial filings, CDP finds they also

or a business-as-usual (greater than 2°C) temperature increase.

increasingly publish carbon pricing. This can be seen as

But the actual frameworks have yet to be shaped. ‘We need

another way to express or at least accept the risk of regulation

to see a period of experimentation. Three or four years down

on carbon emissions, and to test the company’s resilience

the road we could potentially be assessing what is useful in

in that light. Eight out of the 11 companies use an internal

the voluntary disclosures, and see it codified by institutions

carbon price, which ranges from US$22 to US$57 a tonne,

through, for example, stock exchange guidelines,’ says Picot.

while three (Chevron, Occidental and Petrobras) are silent on

42

systematically adopted its

However, he suggests that the most significant progression

the matter. As Soliman suggests, internal carbon pricing may

will be found in strategic discussions in financial statements.

have affected Royal Dutch Shell’s announcement that it had

‘This is not going to result in a huge data drop by companies
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but rather a thoughtful narrative description from board

carbon economy. This could mean that power demand in the

directors. It will hopefully be used as an engagement tool

transport, industry and services sector will rise as oil and coal

as well as a divestment tool,’ he says. A move towards less

are displaced.

carbon-intensive business models could result. However, Picot

In the very different international political environment since

declares: ‘We’re not saying they should alter their business

last year, opinion on climate risk might change. Clearly, there

model, but that the information needs to get out there so that

is more to this movement than a shift in reporting standards.

the market can decide.’

It is about using investor activism and peer group pressure to

Disclosures on climate-related risk have been improving,

nudge big carbon emitters away from fossil fuels. However,

but, as the Statoil case demonstrates, the view of risk is always

given the new US administration and the US withdrawal from

subjective. ‘The company had the previous year assessed a

the Paris Accord, the full-scale international adoption of TCFD

5% loss in NPV, so the 6% improvement estimated in 2016 was

suggestions may well be delayed.

AB

an interesting flip,’ Soliman points out. Arguably, the risks to
financial performance are considerable if a company moves
away from its traditional business model or abandons its store
of expertise. Shell’s announcement that it is to move into the
electricity market is an example of such a risk, and has been
attributed to its acceptance of the move towards a low-

Elisabeth Jeffries, journalist
More information
Get CPD units by answering questions on this article at
accaglobal.com/abcpd
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The art of persuasion
If you want something done in the workplace, you need to explain why it needs doing.
Our talent doctor Rob Yeung explains why it’s important to ask in the right way
Getting things done in the workplace
often involves persuading people to
do what we would like them to do.

Putting it in perspective
Watch Dr Rob Yeung’s video on how
to be persuasive at bit.ly/Y-persuasion

The reality, however, is that even quite
intelligent individuals often fail to do so

many employees, and even fairly

effectively.

senior managers, often do not properly

In a classic psychology experiment,

the team or wider organisation. It’s easy

her colleagues hired two research

to forget that other people do not have

assistants to wait near a photocopier in

access to all of the information that we

a library. When a member of the public

have – they are not telepathic.

approached the photocopier, one of the

thinking behind what we want people

photocopier first, using one of two scripts.

to do is not always enough. In particular,

CPD

when asking colleagues to engage in

assistant asked: ‘Excuse me, I have five

or support major projects or changes

pages. May I use the Xerox machine?’

that are not entirely to their liking, the

When asked this somewhat brusque

ethical approach must surely be to take

question, 60% of the members of the

additional time to seek their thoughts

public allowed the assistant to use the

and feelings on what we are proposing.

copying machine first.

This requires more effort on our

On other occasions, the research

part than simply giving people time to

assistant added a short explanation:

express their concerns and objections.

‘Excuse me, I have five pages. May I use

Even if we can only change minimally

the Xerox machine, because I have to

the details of a proposal or initiative,

make copies?’ In these instances, 93% of

we at least have a moral obligation to

the members of the public allowed the

demonstrate that we have heard what

research assistant to use the copier first.

they are saying.

Note that that second request is

44

However, simply explaining the

assistants rushed forward to ask to use the
On some occasions, the research

People are often
swayed more
by irrational desires
and their feelings
than by facts – by
their hearts as
much as
their heads

comprehend the overarching goals of

Harvard University’s Ellen Langer and

Researchers such as MIT investigators

somewhat tautological. Giving the

Emile Bruneau and Rebecca Saxe call this

explanation ‘because I have to make

process ‘perspective-giving’ – allowing

copies’ doesn’t make much sense – of

people to express their opinions but also

course the copying machine will be used

ensuring that they feel they have been

to make copies. However, the addition

properly heard. In practice, this means

of the word ‘because’ still boosted the

taking extra time to paraphrase what our

request’s persuasiveness.

colleagues have said using phrases such

This is a useful reminder that we must
take time to explain the reasoning
behind our requests. We may assume

as ‘I hear you are concerned that…’ and
‘I understand that you feel…’
Consider also that people –

– especially when we are busy – that

colleagues, clients or even financially

the rationale for a request is obvious.

savvy investors or shareholders – are

However, multiple surveys show that

rarely completely rational. A perfectly
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well-reasoned and logical argument

Dr Rob’s talent clinic

can still fail to win people over. Think of

Q

all the things people know that they
should do in life yet fail to do – eat
more vegetables, and avoid sugary

I work in a client-facing role
and, when I am not with clients,

I take full advantage of being able

foods, for example.

to work from home. As a result, I am

People are often swayed more

physically in the office only a handful

by irrational desires and their

of days a month. I am beginning to think that I am

feelings than by facts – by their hearts

losing out on opportunities because of my physical

as much as their heads. Political

remoteness. However, I am conflicted because I am much

scientist Costas Panagopoulos has
shown that people who were induced
to feel either the positive emotion of
pride or the negative emotion of shame
were more likely to take action than those
who felt merely indifferent.
Sometimes negative emotions such

more productive at home, plus it allows me more time with my

A

family too. How can I make the best of my situation?

Life involves many trade-offs. Working from home allows you to get more of
your short-term, day-to-day work tasks done, but you now recognise that this

may be affecting your long-term, year-on-year career progression. Even that little bit
more time spent at home with your family may be impacting your career.
You are the only person who can decide what trade-offs you are willing to make. It’s

as sadness or fear may provoke people

human nature to want everything. But the reality is that there are only 24 hours in the

to take action; at other times, positive

day. If you spend one hour doing any activity – whether that’s to do with clients, work

emotions such as hope or joy may be

administration or family – that means an hour less to spend on something else.

more appropriate. There is no formula

What matters most to you? Is career progression your priority? If the answer is yes,
then you may need to spend more time in the office to hear the latest news, gain

for best effect when trying to influence

access to interesting projects and build your profile within the organisation.

or persuade others. The larger point is

Even if career progression is not your number one priority, do plan how you spend

merely this: rely only on facts and logical

time in the office. Make a list of the most strategically important decision-makers

arguments and you will likely hamper

who have the largest say in your career. Don’t leave it to chance that you will meet

your chances of winning people over.

all of the right people enough times throughout the year. Schedule meetings with

Of course, having the means to

key individuals. Decide what you need to find out from them and what you wish to

change people’s minds does not mean

convey to them. Keep track of such meetings to ensure that your limited face-to-face

that it is always ethical to do so. Heavy-

time is as productive as possible.

handed influence and persuasion could
be viewed by others as manoeuvring or

Tips for the top

manipulation. Might is not always right –

As a psychologist, I get asked to run workshops on stress management. Remember

and deciding whether to influence others

that stress is not something that passively happens to you. Two people can face

is a choice you may need to consider

similarly heavy workloads and pressure from their bosses. One individual may feel

very carefully indeed.

stressed while the other may feel fine. Remember that your mindset and attitude can

AB
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that can tell us the right emotion to use

greatly affect the stress response. For example, try to distance yourself from negative
Dr Rob Yeung is an organisational

emotions. Whenever you feel stressed, name the emotion that

psychologist at leadership consulting

you are feeling. But don’t say ‘I am anxious.’ Say ‘I am

firm Talentspace: talentspace.co.uk

experiencing a feeling of anxiety.’ Yes, you may feel

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

anxious. But saying ‘I am anxious’ implies that you are
defined solely by that negative emotion.
Or simply breathe. Sit or stand quietly and focus your
attention on the sensations of your breath as it enters
and leaves the body. When you notice other thoughts
entering your mind, nudge them gently aside. Use
this simple technique to provide yourself with a short
psychological respite when you feel under pressure.
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The digital rush
Organisations need to have a bold vision for digital change – and to make sure that
they have a culture that supports it, explains Alison Young in the first of two articles
‘Our digital agenda’. ‘Our digital

noted as the prize of yesteryear’s early

strategy’. While these phrases may

movers. Instead, this is profit simply

be part of nearly every corporate

to stay in the game, to survive. The

narrative at the moment, fast forward

message is clear: organisations need to

a few years and the word ‘digital’ will

get on with their digital changes, and

become completely redundant.

fast.

CPD

This is because digital will simply be

But before rushing to start the digital

another channel. Just as digital natives

transformation, organisations must

already see no distinction between

consider whether this process is in

the different ways that they consume

reality any different from a ‘regular’

content – online or elsewhere, it’s all

organisational transformation. There

just ‘stuff’ to them – so businesses will

is the same need in both for a clearly

follow. In a few years, we will all expect

articulated vision, accessible and

to consume any product or service in

authentic leadership, and transparent

some kind of digital form.

communication. No matter what type of

But there is some way to go. With less
than 40% of industries digitised, there’s
a lot of change still to come in the race

transformation, a leader and their team
need to communicate regularly the
trigger for the change, and the ways

to the digital ‘new normal’. And a race

in which the organisation needs to

it is, with speed being of increasing

respond. Creating a crisis around the

importance. Early movers in their

trigger, as every management textbook

industry peer group will be the ones to

advises, can help to kick-start action

make much better profit from digital

and keep the momentum going when

activities than the latecomers. But

energy begins to flag.

profit from digitisation is not
the super profit economists

Obsession with the journey
So far, so the same. But as the change

Changing room

effort turns its attention towards the
customer, the elements that make

How can corporate culture become a fully digital outfit? First, create awareness of

digital transformation different begin

what needs to change and how the company needs to operate in future:

to show through. Irrespective of the

*
*

Expose people at all levels to different technology and customer trends.

starting point of the digitisation – the

Consider partnerships with tech startups and more established tech companies

product or service itself, in marketing

and universities. It helps stimulate new thinking, builds confidence and creates

and distribution, with operational

excitement about what might be possible.

processes or with the supply chain –

Second, equip the organisation to implement the digital vision:

there needs to be an obsession with the

*

Buy (recruit), borrow (through hired consultants who share learning) and build

customer journey. This maps end-to-

(train and develop) the skills in your business.

end the different points of interaction

*

Bear in mind that, although there will always be people who won’t or can’t make

the organisation will have with its

it, with some confidence and skills building, even the most unlikely people can

consumers; targeting the top customer

become digital champions.

journeys will probably unlock the most
value in the shortest amount of time.
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But success will come from more than

need to be changes in the wider culture

two key attributes of a digital culture.

just digitising what happens currently;

and capabilities to support the new

Culture is key, named by CEOs as one of

the digitised customer experience will

efforts; without them, digital new growth

the biggest barriers to digital initiatives.

need to be enhanced.

will wither on the vine. Digitisation

There are a number of activities that

needs collaboration right across the

companies can embrace to help change

needs to be built, and agile software

organisation and any legacy silos will

the culture and ways of working (see

development will allow new

have to be eradicated. In addition,

box on page 46). But be quick: the race

software features to be tested and

the rapid release of software requires

is on. Leaders need to create a bold

launched quickly.

agile decision-making informed by a

vision based on where digitisation will

relentless focus on customer data. In

add the biggest value to the customer.

The user journey defines what

This is a shift from classic project

They will need to move fast in their

management and requires a highly

fact, analytics will need to play a larger

collaborative mindset as well as new

part in how resources are allocated

execution, taking steps at every turn

skills, roles and ways of working. Many a

at all levels.

to make sure that the organisation

leader’s eyes have rolled on first hearing

is equipped through its capabilities

Alongside these more tangible

and its culture.

about the need for a scrum master,

changes prompted by the journey

chief experience officer or head of trust.

to digital, there are some other less

As the appearance on the company’s

obvious – but equally important –

Alison Young is director of Leaders in

payroll of new job titles accelerates,

shifts that need to take place. The

Change @Leader_Insights

so does the separation of the digital

organisation will need to embrace those

transformation from a ‘normal’

who think a little differently and who

journey of change.
Beyond the teams working directly on

always done it like that’ will become
a block on iteration and innovation –

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

CPD

new digital products or process, there

perhaps challenge the norm. ‘We’ve

AB

Accounting for the Future

Registrations open in October 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 guiding force
David Parmenter looks at the missing link in management theory: critical success
factors. Too often managers do not put these above their team’s own priorities
arrival and departure of aeroplanes.

An organisation that does not know

I imagine King was not impressed,

its critical success factors is like a
football team that goes to the World

as everyone in the industry knows the

Cup without a goalkeeper, or at least a

importance of timely planes. However,

competent one.

the consultants pointed out that while

The term critical success factors (CSF)

British Airways might know that the

does not seem to be addressed by

timely arrival and departure of planes

some of the leading writers of the past

was a success factor, it had not been

30 years: Peter Drucker, Jim Collins,

separated out from all the other success

Gary Hamel, Tom Peters, Robert Kaplan

factors, and so staff members were

and David Norton all appear to ignore

trying to juggle too many things.

their existence. Yet, to my mind, this is a

With this CSF identified and isolated,
it was a relatively short step to find
the appropriate measure that would

For a CEO to steer
the ship, everyone
needs to know the
journey. Employees
should know what
makes the ship sail
and what to do in
difficult weather

missing link in management theory.

transform the organisation. Was it timely

teams are often working in directions

planes or late planes? Analysis would

very different from the intended course.

have pointed them quickly to selecting

This mayhem stems from a complete

planes that are late over a certain time.

lack of understanding of their CSFs.

I believe the main purpose of

While most organisations know their

performance measures is to ensure

success factors, few organisations have:

that staff spend their working hours

*

worded their success factors

focused primarily on the organisation’s

appropriately

critical success factors. So unless the

*

segregated success factors from

operational CSFs are ascertained,

strategic objectives

managers, in their own empire, won’t

*

sifted through the success factors to

have what is important to them

find the ones critical to them

embedded in the way things are done.

*

communicated the CSFs to staff.

Many counterproductive activities will

If the CSFs are clarified and

occur based on the false premise: ‘What

to be done well, day in, day out, by all

communicated, staff will be able to

is important to me is important to the

staff. Many organisations fail to achieve

align their daily activities closer to the

organisation’.

their potential because they aren’t clear

strategic direction of the organisation.

CSFs are operational issues that need

about the more important things that all
staff should be focusing on.
This lack of clarity means that staff

48

Even though a strategy is in place,

One successful CSF example

For a CEO to steer the ship, everyone
needs to know the journey. Employees

centres around former British Airways

should know what makes the ship sail

chairman John King, who set about

and what to do in difficult weather.

AB

will often schedule their work around

turning the airline around in the 1980s.

their team’s priorities rather than

King appointed some consultants

David Parmenter is a writer and

around the organisation’s priorities,

to investigate and report on the key

presenter on measuring, monitoring and

that performance measures are

measures he should concentrate on

managing performance

often meaningless, and that many of

to revive the fortunes of the ailing

the reports that are prepared serve

company. They reported back that he

no purpose.

needed to focus on one CSF: the timely

More information
davidparmenter.com
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Full disclosure?
The IASB is developing new – and clarifying existing – guidance in response to
concerns about disclosure in financial statements. Adam Deller explains
Watch and learn

The central theme for the International

See videos by Jane Fuller on
the IASB’s materiality practice
statement and its project on better
communication in financial reporting,
at bit.ly/ACCA-playlist

Accounting Standards Board’s (IASB)
work over the next five years is better
communication in financial reporting.
It has identified three main concerns
about disclosures in the financial
statements:

*

Not enough relevant information,

contents of the discussion paper and

leading to inappropriate investing

the questions raised by the IASB.

or lending decisions.

*
*

Effective communication
The IASB has identified seven principles

reduce the understandability of

of effective communication, stating that

financial statements.

information contained within financial

Ineffective communication,

statements should be:

which can also reduce the

*
*
*
*
*
*
*

understandability of financial
statements.
In response to this, the IASB has drawn
up the disclosure initiative, which has
two aims: to develop new principles of
disclosure and guidance, and to clarify
the existing principles.
The disclosure initiative covers a
whole suite of projects, rather than
being one piece of work. It is heavily
linked in with the current materiality

The disclosure
initiative covers
a whole suite of
projects rather
than being one
piece of work

entity-specific
clear and simple
free from unnecessary duplication
in an appropriate format
comparable
linked to relevant information
organised to highlight important
matters.

It believes that information tailored to
the individual entity should be more
relevant than generic disclosures. This
could potentially clash with the sixth

implementation projects and the work

principle of comparability, which is

being undertaken on the Conceptual

where judgment must be exercised by

Framework and Primary Financial

preparers to strike that balance.

Statements project.
Alongside all of this, the IASB

The IASB also believes that
information does not need to be

released a discussion paper in March

duplicated across various parts of the

2017 looking specifically at the

financial statements and annual report.

principles of disclosure. The ultimate

Instead, it could be linked to other

result of the disclosure initiative is likely

parts of the annual report if they are

to be either the issue of a new general

disclosed there. And they believe that

disclosure standard, or amendments

communication should be clear, stating

to IAS 1, Presentation of Financial

that lists and tables may be more useful

Statements, which currently covers
general disclosure requirements.
Here’s a look at some of the key

than ordinary narrative.
The discussion paper asks if these
principles should be mandatory within
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Irrelevant information, which can
obscure relevant information and
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an accounting standard or included

distinction between ‘IFRS information’,

within education material.

required for compliance with IFRS
Standards and ‘non-IFRS information’,

Role of financial statements

and has opened up the discussion as

Currently IAS 1 states that a complete

to where this information should be

set of financial statements comprises

included.
Of course, IFRS information will

the statement of financial position;
the statement of profit or loss and

generally be included within the

other comprehensive income; the

financial statements, with non-IFRS

statement of changes in equity; and the

information included in other parts

statement of cashflows. It also comprises

of the annual report. The IASB notes

significant accounting policies and other

that improvements can be made to

explanatory information, in the notes.

provide further guidance and remove
duplication.

Following feedback, entities perceive

It is looking to clarify that information

that the information contained in the
complete set of financial statements

necessary to comply with IFRS can

used to be used more frequently and be

be provided outside of the financial

subject to more scrutiny from users than

statements as long as it is provided in

the information in the notes.

the annual report, its location makes the
annual report more understandable, and

To address this, the IASB proposes to
specify that the statements covered in

CPD

the financial statements are the ‘primary
financial statements’. It has also included
a suggested definition of the role of the
primary financial statements, which is to
provide a structured and comparable
summary of the entity’s assets, liabilities,
income, expenses and capital.
Clarifying the distinction between

The IASB is
seeking to make
the distinction
between ‘IFRS
information’
and ‘non-IFRS
information’

is identified in the financial statements by
means of a cross-reference made in the
financial statements.
This is consistent with principles
already established in more recent IFRS
Standards, such as IFRS 7, Financial

Instruments: Disclosures, which explicitly
mentions that disclosures need not be
duplicated in the financial statements if

the primary financial statements and

they are included in the annual report

the notes seeks to emphasise the fact

and cross-referenced.

that users initially study the primary

In addition, the IASB is discussing

financial statements and use this for

whether non-IFRS information can be

comparison with other entities. A key

included within the financial statements.

role of the notes is commonly accepted

This could include items such as

to be to provide further explanation of

performance measures if they are clearly

information contained within the primary

explained, stating why the information is

financial statements.

useful and has been included.

In light of this, the IASB’s preliminary
view of the notes is that their role

Performance measures

is to provide further information to

Entities use a variety of performance

disaggregate or explain the items in

measures in their financial statements,

the primary financial statements and

and most users support entities

to supplement the primary financial

having some flexibility in presenting

statements with other necessary

these. However, a number of users

information.

have expressed concerns over some
performance measures. These concerns

50

Location of information

included that calculations are not

The IASB is seeking to make the

explained by the entity; it is difficult to

Accounting and Business October 2017

GL_T_DellerCPD.indd 50

07/09/2017 14:42

compare, as entities calculate items

developing requirements:

financial statements, and that relate

differently; and there is inconsistent

*

to material items, transactions

classification of items as unusual or
infrequently occurring.

use of measures in the statement(s) of

or events

incidentally related to the entity’s
ordinary and typical activities, given

Most of the concerns around
performance measures relate to the

Unusual: highly abnormal and only

the environment in which it operates.

*

*

Category 2: policies not in category
1 but that relate to items in the

Infrequently occurring: not

financial statements that are

reasonably expected to recur in

material in size or nature

financial performance, and the board is

the foreseeable future given the

focusing on two areas:

environment in which an entity

a) when presentation of earnings

operates.

*

Category 3: any other accounting
policies applied by the entity.

The board’s view is that category 1 and

before interest and taxes (EBIT) and/

These definitions could start a debate

2 items must be disclosed in the notes,

or earnings before interest, taxes,

around terms such as ‘foreseeable

whereas it is unnecessary to disclose

depreciation and amortisation

future’. The IASB asks respondents to

policies contained within category 3.

(EBITDA) in the statement(s) of

comment on whether people agree with

The disclosure initiative is wide-

financial performance can be
considered a fair presentation in
accordance with IFRS Standards

Expenses classified by nature

b) whether to provide guidance on
Statement of profit or loss (by nature)

infrequently occurring items.

Revenue

X

Change in inventories of finished goods and work in progress

(X)

Raw materials and consumables used

(X)

fair presentation if the expenses are

Employee benefits expense

(X)

classified by nature – see table (right).

Other expenses

(X)

Under (a), the IASB’s preliminary view
is that showing EBITDA as a subtotal
in the statement of profit or loss is

The IASB believes that fair

EBITDA

X

Depreciation and amortisation expense

(X)

would potentially be confusing due to

EBIT

X

depreciation and amortisation being

Interest

(X)

Profit before tax

X

presentation is unlikely if entities
classify expenses by function, as this

included within categories such as cost
of sales or administrative expenses,

CPD

the presentation of unusual and

rather than being shown separately.
Whether an entity analyses expenses
by function or nature, the IASB deems

the proposal to develop these definitions

ranging, and attempts to bring clarity

that showing EBIT as a subtotal would

and identify requirements for presenting

and consistency to disclosures. The IASB

result in fair presentation and so would

such events in the financial statements.

hopes to maintain the use of judgment

be acceptable under either method.
As for (b), there has been much

from entities while not compromising

Accounting policies

comparability between entities.

debate here. Many users feel separate

Some users feel that the accounting

presentation or disclosure of unusual or

policies section of financial statements

infrequently occurring items is helpful

is often long and unhelpful, making

in decision-making. However, there

it difficult for users to identify which

Adam Deller is a financial reporting

are concerns that entities are applying

policies are important and which less so.

specialist and lecturer

unusual or infrequently occurring items
inappropriately and/or inconsistently.
Based on a previous staff paper,
the following definitions are to be
taken forward as a starting point for

The IASB has identified three
categories of accounting policy:

*

Category 1: accounting policies
that are always necessary for
understanding information in

The deadline for comments on the
discussion paper is 2 October 2017.

AB

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 financial reporting, audit, taxation
and legislation from the European Union, the OECD and elsewhere
National
Australia clout control
The Australian government has
proposed reforms to section 46 of the
Competition and Consumer Act to give
regulators more ability to prevent large
companies using their market power
to stifle competition in their sectors.
An effects test would be introduced
to lower the threshold used by the
regulators to establish that market

Global tax transparency

power had been misused. The move has

The Global Forum on Transparency and Exchange of Information for Tax Purposes

been welcomed by Australia’s Institute

has released the first 10 reports from a new and enhanced peer review process

of Public Accountants.

assessing compliance with international standards for the exchange of information
on request between tax authorities. Ireland, Mauritius and Norway were rated

US updates hedge standard

compliant; Australia, Bermuda, Canada, the Cayman Islands, Germany and

The Financial Accounting Standards

Qatar (above, Doha) largely compliant; and Jamaica partially compliant, said the

Board (FASB) has issued a final

Organisation for Economic Co-operation and Development body.

accounting standards update to
improve and simplify hedge accounting

Africa

European Union

expands hedge accounting for

End for SA tax break

Lighter data admin burden

both financial (eg interest rate) and

South Africa’s National Treasury and its

The European Commission is mulling

commodity risk, boosting transparency

Revenue Service (SARS) have proposed

enabling the systematic exchange of

in financial statements and footnotes. It

ending tax exemption for South

customs-related information between

comes into force for public companies

African residents working overseas for

EU and non-EU countries. The current

in 2019, private companies in 2020.

more than 183 days (at least 60 days

system makes for ad hoc solutions and

continuously). Such private employees

burdensome administration.

rules in the US. The revised derivatives
and hedging standard refines and

Self-laundering a crime

are currently exempt from SA tax even if

The Financial Action Task Force

they do not pay tax overseas.

Exemption extension

(FATF), the global anti-money

The European Commission has

laundering body, has recommended

Nigeria SIM card crackdown

extended the exemption of insurers

in an evaluation report on Denmark

The Central Bank of Nigeria (CBN)

from IFRS 9 until 2021 so that the

that the country criminalise the

and the Nigerian Communication

insurance arms of EU-based financial

self-laundering of dirty money by

Commission (NCC) are developing rules

conglomerates are covered. The

the criminals who stole such cash or

for greater control of mobile phone SIM

commission did not want them to suffer

collected on a fictitious invoice in the

cards. The aim is to prevent fraudsters

competitive disadvantage against

first place. FATF added that all modern

pretending to own a phone account

standalone insurers.

anti-money laundering legislation

then claiming a replacement SIM card to

should criminalise the practice.

gain access to a victim’s bank accounts.

AB

Keith Nuthall, journalist
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Transparent on tax
The EU is pushing ahead with legislation to make multinationals operating in member
states publish country-by-country tax data, but will it provide a watertight solution?
Some big companies might see the

and should therefore be open about

the European Parliament over the

decision by the European Union to

their books as a way of controlling

proposed directive on the disclosure

push ahead with legislation forcing

the narrative. They also believe that a

of income tax information by certain

them to publish key country-by-

proposed exemption in the EU proposals,

undertakings and branches are now

country tax data as superfluous,

allowing multinationals to keep data

taking place. While there will no doubt

given that they are already obliged

deemed commercially confidential

be amendments, where parliament and

by the Organisation for Economic Co-

under wraps, should be permitted only

council’s views have coincided some key

operation and Development (OECD)’s

in exceptional circumstances (ie, where

themes have emerged.

base erosion and profit shifting (BEPS)

tax transparency poses a genuine risk to

initiative to report information to tax

competitive positions).

authorities on this basis.

Turnover threshold
A key issue is the size of the companies

by-country reporting transparency

that will have to publish key financial

more relaxed about the prospect. They

law looks likely to reach the EU

and legal data. The parliament wants

think that major companies will remain

statute book. ‘Trilogue’ negotiations

the directive to cover companies with

under pressure to be more transparent

between the Council of Ministers,

worldwide turnover above €750m, and

about their tax policies come what may,

the European Commission and

the council seems to concur.

Senior accountants, though, are

54

Certainly, a significant country-
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Chris Morgan, head of global tax
policy at KPMG International, believes
a €750m threshold (as used by the

granted exemption and a summarised

find a way to tell their story in their own

explanation of the reasons.

words – before someone else does. As

Irish MEP Matt Carthy said: ‘This

politics teaches us, the cover-up can

OECD’s BEPS initiative) makes sense.

is a loophole you could drive a truck

often cause more damage than the

‘This reduces the administrative burden

through. Make no mistake, its purpose

original wrongdoing,’ she adds.

of complying with the new rules,’ he

is to allow profit-shifting to tax havens to

points out. ‘The OECD estimated that

continue unhindered.’

around 85% to 90% of multinationals

Morgan advises major companies
to assume transparency will come,
and review their tax strategy and

Anti-corruption group Transparency

would be exempt from reporting,

International (TI) agrees. Elena Gaita, its

planning to ensure there is nothing too

but that those which would have to

policy officer for corporate transparency,

embarrassing to defend. ‘Then they

report account for around 90% of the

says: ‘Despite the hard work by MEPs

should consider which stakeholders

corporate tax take. The level therefore

on this legislation… the text is about as

will be looking at the information, what

seems proportionate.’

watertight as a sponge.’

they need, and how best to explain

There is also a consensus forming

Yen-Pei Chen, ACCA manager for

on what information these companies

corporate reporting and tax, accepts

should not request an exemption as a

should publish. Based on the

there is a potential loophole but thinks

default position, but only if there are

original proposal from the European

it could be avoided by providing stricter

real commercial concerns. They should

Commission, both the European

criteria on what qualifies as commercially

use this as an opportunity to proactively

the numbers,’ he says. ‘Companies

Parliament and the European Council

communicate with their stakeholders

want country-by-country reports to

and inform the tax debate.’

include the following information,
broken down by tax jurisdiction:

*
*
*

company name
the number of employees
net turnover, stated capital, and
the amount of profit or loss before
income tax

*

current tax expense recognised
on taxable profits or losses of the
financial year

*

income tax paid during the

‘Businesses need to
recognise that tax
information will
find its way into
the public domain,
whether through
leaks or voluntary
disclosure’

Extra-territorial parents
Another potentially hot potato concerns
the reporting duties of multinationals with
headquarters outside the EU. As it stands,
the directive would force qualifying
multinationals to publish data if they have
a subsidiary or a branch operating in an
EU member state. However, the council
wants such offshoots to be exempted
from the country-by-country reporting
requirements if they have asked their

relevant financial year by the

non-EU parent for the information but the

company and its branches resident
for tax purposes in each relevant

sensitive information. She argues that

tax jurisdiction

in an increasingly interconnected world,

amount of accumulated earnings.

multinationals cannot realistically expect

tightening up. ‘As it stands, it could

While the consensus on this aspect is

their tax policies to remain hidden,

provide an excuse for widespread

encouraging, there is concern among

and so will not abuse the opt-out. ‘Tax

non-compliance,’ Chen says. ‘Instead,

some members of the European

transparency is happening, whether

we’ve suggested that if a subsidiary

Parliament (MEPs) about the proposal

large companies like it or not. Businesses

or a branch earns in itself more than

to allow member states to exempt large

need to recognise that tax information

€750m of turnover, they should publish a

groups from the requirement to publish

will find its way into the public domain,

country-by-country report.’

on grounds of commercial sensitivity.

whether it’s through leaks or through

With some multinationals likely to

Multinationals would be required to

voluntary disclosure.’ As a result, they

complain the EU is overreaching into

inform the European Commission

should consider how to present a

extra-territoriality by demanding the

that they wanted to claim exemption

balanced picture of how they contribute

publication of group-wide data, this

and explain why. The EU executive

to local and national economies –

exemption will need careful drafting.

would then publish on its website

through tax or otherwise.

*

a list of companies that had been

‘Multinational companies need to

latter has refused to provide it.
ACCA believes the exemption needs

Keith Nuthall, journalist
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The spirit of the law
Sadia Khan, the guiding light of corporate governance in Pakistan, has a simple goal:
to make the country’s boards of directors transparent, accountable, fair – and diverse

56

Khan has literally written the book

Economist and business executive

sectors. As Pakistan prepares to

Sadia Khan is recognised as Pakistan’s

implement new corporate governance

on the subject, which she hopes will

leading advocate of better corporate

rules, she hopes that they will lead,

help the country’s business leaders,

governance for her work over the past

among other things, to more women

policymakers and regulators move to

two decades in the public and private

on corporate boards.

the next stage. As the lead author and
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editor of The Corporate Governance
Landscape of Pakistan, she says: ‘In my

i

made it illegal for individuals to hold

CV

the positions of chairman and CEO
simultaneously, and required boards

country we have a tendency to reinvent
everything. I wanted to record what

2017

to establish human resource and

has been accomplished in corporate

Co-author and editor, The Corporate

remuneration committees.

governance in the last 15 years for

Governance Landscape of Pakistan

Khan is a member of several corporate
boards herself, including those of

people to take it to the next stage.’

2008–13

Karachi-based Engro Fertilizer and

the country has advanced significantly

Member of task forces to revise first

a subsidiary of Malaysian telecoms

since Khan spearheaded the adoption

code of corporate governance and

infrastructure services company Edotco.

of Pakistan’s first code of corporate

then formulate corporate governance

She has also been a non-executive

governance in 2002, as executive

guidelines for state-owned enterprises

director of several others, so she is well

Corporate governance reform in

placed to monitor the progress of the

director of the Securities and Exchange
Commission of Pakistan (SECP). To that

2003–05

current governance reforms. ‘There has

effort she brought experience gained

Head of strategic management, State

been a change in people’s perceptions,’

as a financial economist at the Asian

Bank of Pakistan

she says. ‘Company officials are more
open to the concerns of all business

Development Bank, helping countries
in south-east Asia implement corporate

2000–03

partners, including minority shareholders

governance reforms in the wake of the

Executive director, Securities & Exchange

and creditors, and corporate social

region’s 1997 financial crisis.

Commission of Pakistan (SECP)

responsibility programmes are
becoming more prominent.’

Pakistan’s first steps towards a
national corporate governance regime

1996–2000

were not universally welcomed. The

Financial economist, Asian

new Companies Act 2017, which came

recommendations of the 2002 task force

Development Bank

into force in June, specific provisions

While the latest rules form part of the

were prompted by revelations made in

were ‘subjected to all kinds of abuse

the Panama papers last year, notably

from the corporate sector’, Khan recalls.
The family-owned firms that dominated

corporate patriarchs, who moved to

concerning the then prime minister

the landscape ‘didn’t like the concept’

delist their businesses. A decade later,

Nawaz Sharif and his family, who were

of independent directors, for example.

however, with Khan again playing

found to have controlled offshore

As a result of this opposition, Khan says

a major role in the task force that

bank accounts.

the final document was ‘truncated’.

developed a second round of reforms,

Even so, the 2002 reforms introduced
the basic provisions of corporate
governance for publicly traded firms.

In consequence, the provisions

attitudes had begun to change and

include, for example, a requirement for

have continued to evolve since.

directors, officers and shareholders to
disclose their interests in any foreign

‘There has been a mind-shift due to

They addressed several issues related

a greater awareness of the business

entity. The aim is to boost transparency

to directors – conflicts of interest, and

case,’ Khan says. ‘Well-governed firms

in financing and help identify money

their roles, powers and obligations –

are in a better position to attract foreign

laundering.

and imposed a maximum limit on the

capital, and executives now understand

number of directorships an individual

how more robust accounting affects

Khan calls her pet project – greater

can hold. The code also mandated audit

the bottom line. They have realised the

participation of women as directors

committees, and prohibited auditors

importance of corporate governance,

on corporate boards. The 2012 code

from providing non-auditing services.

instead of just doing things to

encouraged companies to appoint

In his contribution to The Corporate

satisfy regulations.’

women to boards.

The new law also helps advance what

Governance Landscape of Pakistan,

The 2012 code reflects the new

While the new provisions do not

Ebrahim Sidat, retired former chief

mindset. Among other provisions,

stipulate that women participate on

executive of EY in Pakistan, described it

it stipulated that at least one board

all corporate boards, they give the

as a ‘pioneering framework’.

member should be independent, and

SECP power to insist that women be

set a target for one-third of members

appointed to the boards of what it

to be independent in future. It also

regards as public interest companies.

Nevertheless, the code’s provisions
proved too much for a handful of
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Progress on governance

*

Pakistans’s first code of corporate
governance for publicly traded
companies addressed director
issues such as conflicts of interest,
and powers and obligations. It also
mandated audit committees, and
barred auditors from providing nonauditing services.

*

A second code made boards include
at least one independent member,
and set a target of one-third
independent directors. It barred
individuals from simultaneously
holding the positions of chairman
and CEO.

*

The Companies Act 2017 adds
disclosure requirements for any
interests that directors, officers and
shareholders have in foreign entities
and makes it obligatory for every
public interest company to appoint
a female director on its board.

on the supply side,’ she says, ‘and

with businesses all too often respecting

receive greater attention in Pakistan as

resentment on the demand side.’ Yet

the letter of the law, not the spirit.

a result. She says there is a whole body

she is not entirely closed to the idea.

Education is one of the important keys

of literature suggesting diversity leads

‘Certain countries and societies may

to change here, which helps explain why

to better decision-making. Women are

need a push,’ she says. ‘And Pakistan

students are one of the target groups

also the primary customers for many

may be a case in point. We need to

for Khan’s book. ‘From the students’

products and services. ‘Most of the

have that discussion. More importantly

perspective, we address the principles:

spending is done by women, even in

we need to step up our efforts to train

transparency, accountability and

male-dominated households. If your

women for board positions.’

fairness,’ she says. ‘It is not just about

Khan hopes gender diversity will

customers are women, you need to be
in touch with them.’

the task force preparing the latest

appointing two independent directors.
You need to appreciate the essence.’

Women board members can also play

proposals, but her voice will continue

Alongside her involvement in corporate

a part in breaking up the old boys’ clubs

to be heard. She says it remains to be

governance, Khan runs her own business,

that have dominated boardrooms, she

seen whether the new rules will be

Selar Enterprises, an export management

says, with the directors’ concomitant

implemented in both letter and spirit

and advice company. A graduate of

unwillingness to criticise each other.

across all segments of society.

INSEAD’s MBA programme, she is also

Yet Khan is wary of imposing quotas to

58

Khan is not formally involved in

One of the big challenges is putting

boost the number of women directors,

the rules into practice. ‘We have some

in part because of the reaction to them.

of the best regulations and laws, but

‘Quotas lead to a sense of entitlement

implementation is lacking,’ Khan says,

the current president of the business
school’s global alumni association.
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Well presented
Eric Fitzpatrick offers tips for engaging with your audience to convey complex
and technical information in a way that’s entertaining and easy to understand
Business presentations can be

that story, which makes it easier for

daunting. Standing in front of a group

them to relate to both the speaker and

of people who are watching you and

the message.
Try to take your audience’s

waiting to hear what you have to say
can be a real challenge. When the

temperature regularly. Focus solely on

subject matter of your presentation

the content you want to deliver and

is complex or technical and your

you will lose your audience. The way to

audience is not familiar with it, the

avoid this is with audience engagement

pressure ratchets up even further.

techniques – something that generates

Use the following techniques and

an internal reaction within the listener

ideas to make complex and technical

– intellectual, emotional or physical.

presentations more engaging and easier

Intersperse engagement techniques

to understand.

throughout your presentation, such as

First, focus on the audience. Your

humour, stories, questions, metaphors,

presentation is not about you or what

of physical risk. You might describe the

analogies and getting your audience to

you want to say. It’s about your audience

former as being like playing chess with a

physically do something.

and what they need to hear. Audience

friend in a park, while the latter would be

members come to a presentation

jumping to Earth from the edge of space

One message

thinking, ‘What’s in this for me?’ Give

– like the skydiver Felix Baumgartner.

Whether you are speaking for five or

them the answer to that question and

Your audience sees the game of chess

45 minutes, remember to give your

you will keep them engaged.

and Baumgartner jumping from space,

listeners one single message. Make

and can contrast the two investments.

three to five points in support of it, but

Metaphors and similes

People are wired for stories. They

limit yourself to one message only. If

The best way to explain abstract ideas or

allow us to create pictures in our minds

you give your audience more than one,

technical information is with metaphors

that help us to understand the message

you run the risk of confusing them – and

or similes. Comparing complex or

and connect with the speaker. When

confused audiences stop listening.

technical subjects with strong or

a presenter tells a story, listeners are

familiar images will make them easier

transported into their own version of

Before creating your presentation,
ask yourself the following question:

to comprehend. Picture a bicycle, a

‘What do I want my audience to do or

sunflower or a red double-decker bus

think at the end of this presentation?’

(you’re doing it now), and images come
easily to mind; whereas terms such
as taxation, derivatives or investment
are difficult to picture. The key is to
connect the concept to an image.
Let’s imagine you want to outline
the different levels of risk attached to
certain types of investment. One way
to help your audience differentiate
between a capital protection fund
and an indexed Japanese equity fund
would be to compare each to a level

Focus on the
audience. Your
presentation is not
about you or
what you want to
say. It’s about
them and what
they need to hear

The answer to that question will be the
message you want to get across.
There you have it: ways to help you
make complex subjects engaging and
easier to understand, and get audiences
to buy in to you, your organisation and
your message.

AB

Eric Fitzpatrick is the author of Persuade
on Purpose: Create Presentations That
Influence and Engage, published by
Mercier Press
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Ethics

Behavioural issues
Big data, information security and the exploitation of private details pose ethical
questions, and good risk management means accountants must address them
Leblanc also recommends

The digital age is creating
new ethical and trust

that boards review their

challenges for professional

members’ skills. ‘You need to

accountants and their

have people with IT literacy

organisations. So important

at the board table,’ he says.
Siobhan Pandya, director

is the issue that it was the
subject of a panel discussion

of continuous improvement

organised by ACCA Canada

at cosmetics company Mary

at its AGM. ‘The finance

Kay, sees an important role

profession plays a major

for finance professionals.

role in maintaining ethical

‘Accountants play the

standards for companies,’

critical role of gatekeepers

explains Julie Missimore,

at any organisation –
they are responsible for

ACCA head of policy for
the Americas. ‘Finance
professionals handle so

Pondering ethical questions: [l to r] Richard Leblanc, Julie
Missimore, Shahid Qureshi and Siobhan Pandya

to a higher standard,’
she says. ‘This includes

much data – from customer
data to financial data – on

holding the organisation

The data supply chain is

‘Any employee, or a rogue

systematising, defending and

a daily basis. The digital

also an issue, says Qureshi.

stakeholder, by using

recommending concepts of

age is raising a whole host

‘What methods were used to

YouTube can put your brand

right and wrong conduct.

of new issues surrounding

extract data? Was consent

or reputation at risk very

big data and cybersecurity,

obtained? What biases have

quickly,’ he says. ‘A year ago

important to accountants

so ethics will become even

been introduced during

directors would say they had

in a digital age because

more important.’

manipulation? How secure is

24 hours to respond. Now

they can be compromised

the data? For how long and

they tell me it’s 10 minutes.’

much more easily than

Panellist Shahid Qureshi,

‘Ethics are particularly

previously – they can be both

a member of the audit

for what purpose would this

Leading boards are

committee of the City of

data be used?’ Considering

addressing this risk and

exposed and hidden with

Calgary, says: ‘The internet

such questions can help

overseeing ethical business

minimal difficulty.’

of things has created new

finance professionals

conduct in four ways. ‘They

ways of observing human

manage risk and build trust

are asking for culture surveys

risk related to ethics and

behaviour, consumption,

in data-driven decisions,

to be reported directly to

trust in a digital age requires

communication and interest.

Qureshi suggests.

the board,’ Leblanc says.

clear communication on

‘They’re making sure that

what is considered right

As we collect more and

Richard Leblanc, an expert

Pandya believes managing

more data, there are basic

on corporate governance

whistleblowing is anonymous

and wrong conduct. ‘There

questions about what we

and accountability, believes

and goes right to the audit

should be no grey areas,’

collect, how we collect it

that the risk posed by ethics

committee. They want

she says. ‘Accountants

and what we do with it. The

and trust has increased

internal audit to assess

can help to set the rules,

ethical questions are about

because of the ease and

culture and tone throughout

monitor their adherence and

what we should not collect,

speed with which ethical

the organisation. And

report performance on a

what we should not do

breaches can be captured

they are asking for crisis

regular basis.’

with data, and who decides

(eg on smartphones) and

management protocols for

whether it’s OK or not.’

shared (via social media).

social media and reputation.’

AB

Sarah Perrin, journalist
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Sustainability winners
Vietnam Sustainability Reporting Award title conferred, plus new members welcome in
Sri Lanka, inspiring young people in Pakistan, and membership drive in Caribbean
Vietnam
ACCA Vietnam was at the
country’s 10th Annual Report
Awards (ARAs) in Ho Chi
Minh City in August to confer
the Sustainability Reporting
Award, which it co-organises.
Started in 2012, the
Sustainability Reporting
Award is a joint initiative
between ACCA and the
International Finance
Corporation (IFC), a member
of the World Bank Group. It
aims to support and promote
Five companies were honoured in this year’s
Sustainability Reporting Award in Ho Chi Minh City

best practice in environment
and sustainability reporting.
ACCA takes the lead role in

e
public

providing judging criteria

In recognition of its role in

Hanoi stock exchanges,

to ensure successful career

and panel members. This

the initiative, ACCA Vietnam

Dragon Capital and Vietnam

progression. Fellow speaker

year, five winners were

was awarded a trophy of

Investment Review.

Nandika Buddhipala, CFO

selected out of 77 reports

appreciation and medal of

that included sustainable

honour by the Ministry of

Sri Lanka

is also a member of the

development issues.

Finance at the ARA event.

In July, ACCA Sri Lanka held

member network panel,

a ceremony at the Cinnamon

stressed the networking

Dairy company Vinamilk

The ARAs are organised

of Commercial Bank, who

took first place, with Hau

by the State Securities

Grand Hotel in Colombo for

opportunities offered by

Giang Pharma second.

Commission of Vietnam,

77 new members. The new

the ACCA member network

Pharma company Traphaco,

Ho Chi Minh City and

cohort were welcomed to

across the world.

ACCA by Adrian

Viet and IT company FPT

Perera, chairman

ACCA’s global president

were commended.

of the ACCA Sri

Brian McEnery, who

Lanka member

highlighted the important

transparency, recognise

network panel.

role of professional

excellence in environment

He encouraged

accountants in the future

and sustainability

the new members

and explained how the

to keep up their

seven skills for success

training and

– intelligence, creativity,

development

digital, technical and ethical,

through

emotional intelligence,

continuous

vision and experience –

professional

incorporated in the ACCA

development

Qualification can be used

The award aims to reward

reporting, improve
stakeholder information,
and promote the
sustainability report
as a highly effective
communications tool that

ACCA Pakistan
has been showing
school-age
students the fun
side of accounting

enhances public credibility.

62

The keynote speaker was

insurance company Bao
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to help business and the
national economy grow and
prosper. He stressed the
importance of ethics, which is
integral to the ACCA code of
conduct, and cited examples
of how ACCA members had
demonstrated these values
in their working lives.
McEnery, Perera and
head of ACCA Sri Lanka
Nilusha Ranasinghe
presented awards and
certificates to the newly
qualified members. Also
An ACCA Pakistan summer school for young people used
activity-based learning to encourage entrepeneurial skills

honoured were members
of ACCA Sri Lanka’s CPD
subcommittee for their
work in ensuring members

Pakistan

and 16, were asked to come

On-demand access to

stay up to date with their

ACCA Pakistan recently

up with innovative business

the webinar, a direct email

technical competencies

hosted a summer school for

ideas that were practical and

campaign and telephone

and professional outlook.

20 young people to foster

addressed a real social need.

support from the Caribbean

Mementos of appreciation

entrepreneurial skills through

were also presented to

activity-based learning.

pioneering innovative

helped 90 long-term affiliates

former heads of ACCA Sri

The two-day programme

engagement with schools,

to become ACCA members

Lanka, Rajiv Casie Chitty and

encourages participants to

showing the fun side of

over a six-week period.

Danushka Samarasinghe, in

think outside the box and

accounting and encouraging

appreciation for their work in

explore creative solutions.

take-up of the ACCA

an important part in these

enhancing the ACCA brand

Among other tasks, the

Qualification in the future.

activities. At a recent panel

in Sri Lanka.

attendees, aged between 12

ACCA Pakistan has been

Member advocates play

discussion in Trinidad

Caribbean

attended by 100 affiliates,

More than ever, there is a

four member advocates

need for ACCA-qualified

highlighted the benefits

finance professionals

of ACCA membership and

to support challenged

provided a walkthrough of

economies, stimulate

the practical experience

business growth and lead

requirement and the ethics

organisations. With this in

module. It was an opportunity

mind, ACCA Caribbean has

to show affiliates they are not

put special focus on helping

alone on their journey.

long-term affiliates convert to

A new member receives his certificate from ACCA
president Brian McEnery at a ceremony in Colombo

team to answer questions

With the closest island to

ACCA membership. The team

ACCA Caribbean’s Trinidad

has recently conducted face-

headquarters being an

to-face sessions in Barbados,

hour’s flight away (and the

Guyana, St Lucia and Jamaica

furthest potentially requiring

and held a webinar to support

all-day travel via connecting

a particular category – long-

flights), technology is a vital

term affiliates who graduated

tool for keeping in touch

more than five years ago.

with our members.

AB
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Ethics

Ethics in the real world
As part of a series of innovations to the ACCA Qualification, a new Ethics and
Professional Skills module is being introduced. Judith Bennett sets out the vision
Ethics have a real place in

and Professional Skills –

the real world. This is why,

builds on ACCA’s pioneering

New module’s units

from 31 October 2017,

Professional Ethics module.

ACCA students will be

It will continue to develop

*

required to consider ethical

the vitally important

professional skills and behaviours, while providing a

behaviour, in the context of

concepts of ethical

framework to guide behaviour.

other professional skills, in

behaviour and judgment,

a new module. It provides

while complementing

a unique blend of real-

broader skills such as

world simulated examples

communications, innovation,

to ensure professional

analysis, evaluation and

accountants remain at

commercial acumen that

the forefront of business

employers have come to

leadership.

expect of ACCA members.

The move follows feedback

professional accountants to

told ACCA what they expect

make an immediate impact

of those who hold the ACCA

in the workplace.

Qualification. They look for

that ethics still have their

of technical, ethical and

place at the heart of our

professional skills. These are

qualification. Through

the skills that all professional

developing a high standard

accountants need today, and

of ethical and professional

the new module will ensure

behaviour, alongside the

future professionals are well

strategic and technical

equipped going forward.

expertise acquired through

The new module – Ethics

*

Unit 3 – Innovation and scepticism: encourages open-

*

Unit 4 – Commercial awareness, analysis, evaluation and

the quantity and quality of work output, make the most of
available resources and interact with others.
mindedness and innovative thinking for imaginative
problem-solving.
problem-solving: helps view situations from a commercial
or business perspective while understanding business
process, relationships, risks and costs.

*

Unit 5 – Leadership and team working: demonstrates

*

Unit 6 – Communication skills: helps understand more

*

Unit 7 – Assessment: sets comprehensive and interactive

different types of leadership approach and how effective
leadership involves inspiring and supporting teams.
about effective communication with clients, customers,
colleagues and external authorities in different contexts.
challenges that require effective ways of delivering
solutions.

your CPD requirement.

passing the exams, ACCA

Knowledge exams and

professional

starting their Strategic

The module has seven

accountants

Professional exams, as

interactive units (see box

will be able

the module has also been

above). Using real-world

to make an

designed to introduce the

scenarios, each unit

immediate

skills now being assessed

highlights a set of challenges

impact in their

as part of the Strategic

that professionals are likely

workplace.

Professional exams.

to face in the workplace.

ACCA is able to
have the utmost
confidence in its
members as they
seek to maintain
the highest ethical
and professional
standards

64

Unit 2 – Personal effectiveness: sets out ways to maximise

The new module ensures

an unparalleled combination

ethical and professional values that underpin all other

*

These are the skills that allow

from employers, who have

Unit 1 – Ethics and professionalism: introduces the

Students

In addition, the module will

Participants will be asked to

will usually

be freely available, as part

provide solutions and ways

complete

of members’ subscriptions,

of delivering these to ensure

the module

to those interested in taking

the best possible outcome

between

it as part of their continuing

for the business. They will

finishing

professional development

receive a certificate once

their Applied

(CPD) – it will count towards

they complete the module.
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These changes ensure

important part of the

that students working

innovations that ACCA

towards membership are

is introducing to its

equipped with the skills

qualification. They are

that are needed and able

market-leading and designed

to support businesses in

to fuel the demand for ACCA

reaching their goals.

members. Importantly, they

Members who have already

will safeguard the reputation

completed the current ethics

the ACCA designation has

requirements of the ACCA

for being the mark of a

Qualification will still be able

professional that is trained to

to find real value in the new

the highest global standards

module, which will help them

and who has the relevant

stay ahead of the curve.

blend of skills and real-world

ACCA also offers a variety of

focus that employers need

other free CPD resources on

now and into the future.

ethics and professional skills

These innovations are

Ethics

This new module is an

– see box below.

Experience (XQ)

Intelligence (IQ)

Creative (CQ)

Technical and
ethical (TEQ)

Vision
(VQ)

Emotional
intelligence
(EQ)

Digital
(DQ)

Seven key qualities for success

All developments in

Research from ACCA on the qualities finance professionals

carried out for Professional

the ACCA Qualification,

will need to succeed in the future has found that technical

accountants – the future,

including the new module,

and ethical competencies remain at the core of professional

which defines the skills and

have the full backing of

accountants’ expertise, but these must be combined with

qualities required for the

regulators and continue to

additional qualities or quotients. It is this combination that will

future (see box, right). These

meet the rigorous standards

enable professional accountants to succeed and add value to

are skills that successful

set by the International

their employers and clients. You can find out more and take an

professional accountants

Federation of Accountants.

interactive skills test at future.accaglobal.com

a result of the research

acquire and develop

In this way, ACCA members

throughout their working

can continue to be proud of

Technical and ethical (TEQ): The ability to perform activities to a

lives. They are skills that are

their membership, knowing

defined standard while maintaining integrity, independence and

demanded by employers

we are protecting all that

scepticism.

across all sectors. And they

it stands for. And ACCA is

Intelligence (IQ): The ability to acquire and use knowledge:

will create the strategic

able to have the utmost

thinking, reasoning, solving problems, and the ability to

and forward-thinking

confidence in its members

understand and analyse situations that are complex and

professionals needed to drive

as they seek to maintain

ambiguous.

organisations and business.

the highest ethical and

Creative (CQ): The ability to use existing knowledge in a new

ACCA is building these

professional standards

situation to make connections, explore potential outcomes and

skills and qualities into the

wherever they are in the real

generate new ideas.

qualification through the

world.

Digital (DQ): The awareness and application of existing and

AB

Ethics and Professional Skills

emerging digital technologies, capabilities, practices, strategies

modules and the Strategic

Judith Bennett, ACCA’s

and culture.

Professional exams, which will

director of professional

Emotional intelligence (EQ): The ability to identify your own

be introduced in 2018.

qualifications

emotions and those of others, harness and apply them to tasks,

More information
Read more about the new Ethical and Professional Skills
module at bit.ly/ACCA-EPSmodule
Find a free webinar on professional ethics at
bit.ly/ethics-acca

and regulate and manage them.
Vision (VQ): The ability to predict future trends accurately by
extrapolating existing trends and facts, and filling the gaps by
thinking innovatively.
Experience (XQ): Understanding customer expectations, meeting
desired outcomes and creating value.
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Still hopeful

AB International Edition
October 2017
Volume 20 Issue 9

The confidence of the world’s finance professionals in the
economic outlook remains higher than in recent years
ACCA’s latest Global

The biggest concern

International editor
Annabella Gabb
annabella.gabb@accaglobal.com

to focus on niche products

Economic Conditions Survey

cited by respondents

(34%). Worryingly – in terms

(GECS) reveals a more

remains rising costs (47% of

of the outlook for the next

positive economic outlook

respondents), both in terms

few quarters – just 13%

than the past couple of

of wages and raw materials.

of respondents consider

years despite a slight drop

Second on the worry list is

increased orders the main

in confidence.

decreased income (40%),

positive development.

The quarterly survey

followed by securing prompt

The inconclusive result of

of finance professionals,

payment. Suppliers going

the UK’s general election

including CFOs, conducted

out of business comes

in June appears to have

by ACCA and IMA (the

bottom of the list – cited by

had an adverse impact on

Institute of Management

just 9% of respondents.

the country’s economic

Accountants) found that

confidence, which fell sharply

The main positive

North America is the most

development listed

and is now at its second-

confident region, followed

by respondents is the

lowest level since the survey

by South Asia. Confidence

opportunity to benefit from

began in 2011.

levels are lowest in the

innovation (41%), closely

Middle East.

followed by the opportunity

Download the report at
bit.ly/ACCA-gecs2-17.

AB

Digital editor Jamie Ambler
Video production manager
Jon Gilmore
Sub-editors Lesley Bolton, Dean
Gurden, Peter Kernan, Jenny Mill,
Eleni Perry, Vivienne Riddoch,
Rhian Stephens
Design manager Jackie Dollar
Designers Bob Cree, Suhanna
Khan, Robert Mills
Production manager Anthony Kay
Advertising
daniel.farrell@educate-direct.com
+44 (0)20 7902 1221
Head of ACCA Media
chris.quick@accaglobal.com
Printing Wyndeham Group
Pictures Getty
ACCA, The Adelphi, 1-11 John Adam
Street, London, WC2N 6AU, UK.
accaglobal.com

Global confidence eases back

Accounting and Business is published
by ACCA 10 times per year. All
views expressed are those of the
contributors.
The Council of ACCA and the
publishers do not guarantee the
accuracy of statements by contributors
or advertisers, or accept responsibility
for any statement that they may
express in this publication. The
publication of an advertisement does
not imply endorsement by ACCA of a
product or service.

60
40
20
0

Copyright ACCA 2017
Accounting and Business. No part of
this publication may be reproduced,
stored or distributed without the
express written permission of ACCA.

-20
-40

Accounting and Business is published
by Certified Accountant (Publications)
Ltd, a subsidiary of ACCA.

Confidence index
Capital expenditure index
Source: GECS

Government spending index
Employment index

Q2 2017

Q4 2016

Q4 2015

Q4 2014

Q4 2013

Q4 2012

Q4 2011

-60

66

Editor-in-chief
joanna.malvern@accaglobal.com

Accounting and Business (ISSN:
1460-406X, USPS No: 008-761) is
published monthly except July/August
and Nov/Dec combined issues by
Certified Accountant (Publications)
Ltd, a subsidiary of the Association of
Chartered Certified Accountants, and
is distributed in the USA by Asendia
USA, 17B South Middlesex Avenue,
Monroe NJ 08831 and additional
mailing offices. Periodicals postage
paid at New Brunswick NJ.
POSTMASTER: send address
changes to Accounting and Business,
701C Ashland Avenue, Folcroft, PA
19032, USA. ISSN No: 1460-406X

Accounting and Business October 2017

INT_A_Backpage.indd 66

12/09/2017 11:09

-INT_ads-Oct17_600dpi.indd 5

12/09/2017 11:41

-INT_ads-Oct17_600dpi.indd 3

12/09/2017 11:41

