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Welcome
The highs and lows of the Fifa World Cup, managing assets that include one of the
biggest energy projects ever commissioned, and getting the right managing partner
The month of June sees football

how companies can insulate themselves

fans around the world set aside club

against corporate failure by asking six

rivalries and line up in support of

internal audit-relevant questions, and

their national teams as the Fifa World

why internal auditors should act like

Cup kicks off in Russia. Having been

shareholders in the company.

mired in scandal, governing body Fifa

We also talk to Tin Latt FCCA,

is trying to rebuild its reputation, but

managing director at MAT Audit &

has struggled to fill all the sponsorship

Professional Services in Myanmar (page

slots, with some advertisers pulling out

56). He explains why the profession has

or refusing to renew their contracts.

a vital role to play in supporting the

We look at the financial wins and losses

country’s continuing economic transition.

expected from this year’s tournament

ACCA is working in partnership with

on page 36, and our columnist Alnoor

the Myanmar Institute of Certified

Amlani considers the importance of

Public Accountants to lay down the

integrity in sport on page 22.

foundations for a stronger, sustainable

We have a number of interesting

profession in this emerging economy.

interviews this month. On page 12

For members in practice anywhere

we meet Lorraine Holleway FCCA,

in the world, the future of the firm

controller at Qatar Shell. She has charge

depends upon getting the right

of assets that include one of the largest,

managing partner in place. An article

most complex and challenging energy

on page 20 explores the qualities

projects ever commissioned – the Pearl

required to take on this role. Meanwhile,

Gas-to-Liquids plant, operated by Shell

articles on valuation of SMEs (page 26)

and developed in partnership with

and forecasting (page 28) also provide

Qatar Petroleum.

food for thought.

AB

On page 30, we speak to Verra
Marmalidou, chairman of the Institute of

Annabella Gabb, international editor

Internal Auditors Greece. She explains

annabella.gabb@accaglobal.com
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Leadership

The leading monthly magazine for
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finance professionals, available in seven
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Maya Beach, Thailand, is
closing for four months
to give its coral reefs
a respite from tourists.
With over 4,000 visitors
a day, it is one of many
places around the world
– including Venice and
Dubrovnik – that is being
swamped by tourism.

US guitar firm Gibson,
lauded by generations of
musicians including Guns
N’ Roses’ Slash, filed for
bankruptcy protection
as it struggled with
US$500m of debt. In 2014
the company acquired
Philips’s consumer audio
division for US$135m.

All villages in India now
have access to electricity,
Prime Minister Narendra
Modi has announced.
The final village was
connected to the grid in
April as part of a US$2.5bn
scheme to electrify all
Indian households by
December 2018.

Christie’s has raised a
record US$832m and
broken 21 other world
records at its New York
auction of Peggy and
David Rockefeller’s
private collection. The
collection included rare
paintings by Picasso,
Monet and Gauguin.
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News roundup
This edition’s stories and infographics from across the globe, as well as a look
at the latest developments and issues affecting the profession
Island disclosures

saying: ‘Under the cloak of

in false accounting in

cars to celebrities, including

Some of the world’s most

secrecy, money made from

order to inflate the value

former test cricketer Shane

secretive offshore financial

modern-day slavery, from the

of Autonomy, which was

Warne. Fiat Chrysler Australia

centres will be forced into

sex trade, from money stolen

acquired by HP for US$11bn

was overcharged by A$9.6m

making public the ownership

from the African people

in 2011. HP later wrote

as a result of the fraud. FCA

of companies registered in

by corrupt politicians, evil

down the value of the

said it was pleased with the

their jurisdictions, following

dictators and warlords – much

acquisition by US$8.8bn

outcome of the case.

a vote in the UK’s House

of all this is washed through

and sold it as part of a

of Commons. The Cayman

these secretive havens.’

disposal of its software

Commission grilling

business. In a statement,

AMP’s chief executive Craig

Islands, the British Virgin
Islands and Bermuda are

CFO convicted

HP welcomed the Hussain

Meller and chair Catherine

among the British Overseas

Former Autonomy CFO

verdict, saying: ‘That Mr

Brenner have resigned

Territories required to make

Sushovan Hussain has

Hussain attempted to depict

after an Australian royal

the information public from

been convicted of fraud

the fraud as nothing more

commission heard allegations

2020. Former UK international

by a California court. The

than a misunderstanding

of systematic overcharging of

aid minister Andrew Mitchell

prosecution alleged that

of international accounting

customers and the provision

led the demand for reform,

Hussain had been engaged

rules was, and still remains,

of misleading information to

patently ridiculous – and

financial regulators. AMP has

the jury has now held him

been seriously embarrassed

accountable for his role in

by an intensive investigation

defrauding HP.’ Hussain had

by the commission, but

pleaded not guilty and his

other financial providers

defence lawyer complained

have also been damaged

that some of his evidence

by disclosures of unethical

was ruled impermissible.

activity. In one session, head
of Dover Financial, Terry

8

Fiat Chrysler case

McMaster, collapsed and

The former managing

was rushed to hospital after

director of Fiat Chrysler

being accused of giving

Australia (FCA), Clyde

misleading information to

Panasonic settles over bribery charges

Campbell, has been found

the commission.

A unit of Panasonic has agreed to pay around US$280m to

by a judge at London’s High

the US government to resolve criminal and civil charges that

Court to have taken A$2.5m

Crypto action in Asia

the company falsified financial records to conceal payments

in bribes in exchange for

India, Pakistan and Iran

to sales agents. The alleged payments by Panasonic Avionics

awarding a contract. An IT

have taken action against

Corporation included US$875,000 to an official at a state-

company, Motortrak, had

cryptocurrencies. India’s

owned airline after it assisted the company to win business.

paid the money to Campbell

central bank told retail banks

The payment was made through an unrelated third party and

in exchange for the award

not to conduct transactions

was for a consultancy role that was largely nominal. The SEC

of its contract for car dealer

with dealers of bitcoin and

concluded that the Panasonic subsidiary lacked sufficient

websites. Motortrak also

other cryptocurrencies.

internal accounting controls and failed to keep proper records.

generated false invoices

Pakistan’s central bank

to cover its free supply of

issued a statement saying
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that cryptocurrencies are

(US$22bn) and Egypt

not legal in the country

(US$20bn). Remittances are

and told retail banks not to

charged an average fee of

assist customers seeking to

7.1% per transaction.

deal in them. It warned of
prosecutions of individuals

Wiese sues Steinhoff

who tried to remove

Steinhoff’s former chairman,

funds from Pakistan using

South African billionaire

cryptocurrencies. Meanwhile

Christo Wiese, is suing

Iran banned retail banks from

the company for R59bn

dealing in cryptocurrencies.

(US$4.8bn). The claim relates

Iran also banned informal

to cash investments dating

ACCA set to make impact at WCOA

money changing, as it seeks

from 2015 and 2016. Wiese

Future-shaping research from ACCA looking at the role of

to defend the value of the

is also seeking to cancel

emotional intelligence in finance will be in the spotlight at

country’s rial currency.

an agreement under which

this November’s World Congress of Accountants in Sydney.

his Titan Group accepted

ACCA members – who are entitled to a gold sponsor

Latvia bank quiz

shares in Steinhoff in

discount for the event – will also be able to explore the

One of Latvia’s largest

exchange for ownership of

results of upcoming research on the role of artificial intelligence

banks, the Rietuma, is faced

the Pepkor clothing chain.

on finance professionals, and China’s Belt and Road initiative.

with ‘material uncertainty’,

Wiese said he wants to work

which ‘may cast significant

with other shareholders to

reception where they will be able to see their name on ACCA’s

doubt’ about its going

make Steinhoff financially

member wall, currently touring the world to celebrate the

concern status, according

sustainable, but this would

200,000 member landmark, as well as network with fellow

to KPMG, its auditors. Latvia

require the restructuring of

members and representatives of ACCA’s Council.

is strengthening its banking

current debt.

Members attending the congress are also invited to a

Much of ACCA’s research is undertaken with partners,
including KPMG and strategic alliance partner Chartered

regulation following the
liquidation of ABLV, the

KPMG SA scrutiny

Accountants Australia and New Zealand. This will be

country’s third largest bank,

KPMG’s South African

highlighted as part of ACCA’s theme of ‘partnership’ for

earlier this year. Rietuma

practice has begun a

the event. A packed conference agenda addresses a range of

is a third owned by one of

process of in-depth review

issues, and includes high-profile speakers such as former UN

Ireland’s richest individuals,

in response to criticisms of

secretary general Ban Ki-moon, Olympus whistleblower Michael

Dermot Desmond, who

its relationships with the

Woodford and historian professor Niall Ferguson.

also sits on the bank’s

Gupta family, who were close

governing council.

to former president Jacob

Leaders, with a programme centred around building prosperity

Zuma. KPMG’s South African

and acting in the public interest.

The theme of the congress is Global Challenges/Global

Jump in remittances

firm will conduct detailed

There has been a big

background checks on all

increase in remittances sent

its partners, their spouses

home by foreign workers,

and their own partners.

KPMG dropped

had proposed that KPMG

reports the World Bank.

KPMG will also conduct a

Big Four firm KPMG has

be reappointed as one of

Some US$466bn was sent

programme of extensive

been dropped as one of

the auditors, subject to

home to low or middle

quality file reviews, examining

Barclays Africa’s two external

continued monitoring of

income countries last

the work of all audit partners.

auditors. EY remains an

developments, but, the

year, up from US$429bn in

Additional non-executives

external auditor and a

company said, ‘ongoing and

2016. The largest recipient

will be appointed to

‘formal process’ will begin

more recent developments

nation was India (US$69bn),

the board to strengthen

to appoint a second audit

were evaluated by the board,

followed by China (US$64bn),

independent scrutiny,

firm, as required by the

which decided that it is no

the Philippines (US$33bn),

backed up by an expanded

South African Reserve Bank.

longer able to support the

Mexico (US$31bn), Nigeria

whistleblowing programme.

Barclays Africa’s board

reappointment of KPMG Inc.’

For more, see page 66 or visit accaglobal.com/wcoa.
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BEPS and miners

Ethiopia port stake

environment through

The Organisation for

Ethiopia is to acquire a

privatising government

Fragmentation in global

Economic Co-operation

portion of the Djibouti port.

services.’ The programme

financial regulation costs

and Development (OECD)

The deal was finalised by

aims to help increase the

more than US$780bn

has published proposals

Prime Minister Abiy Ahmed

percentage of private sector

a year, a survey by the

designed to tackle

on his first overseas visit

contribution to GDP from

International Federation of

profit shifting by mining

since taking office. Over

40% to 65%.

Accountants and Business

multinationals through the

95% of Ethiopia’s import

at OECD has found.

use of excessive interest rate

and export trade passes

Qatar reform

Regulatory Divergence:

deductions. Its publication

through Djibouti’s port. The

Qatar is to accelerate

Costs, Risks, Impacts notes

Limiting the impact of

percentage to be acquired

its economic reform

that regulatory divergence

excessive interest deductions

will be determined by

programme, as it benefits

is resulting in material and

on mining revenues is the

professional assessments

from renewed growth

increasing costs in the

latest aspect of the OECD’s

of the value and profit

despite the blockade

financial sector globally,

base erosion and profit

margins of the port. It was

mounted last year by Saudi

consuming an average of 5%

shifting (BEPS) project. The

also agreed that Djibouti will

Arabia, the UAE, Bahrain and

to 10% of annual turnover.

OECD is also strengthening

take equity stakes in some

Egypt. Qatar has responded

Respondents included risk

its demand for careful due

Ethiopian companies.

by improving trade links with

management officers and

diligence on the sourcing

senior leaders in the global

of minerals.

A question of cost

financial sector.

75%
Cost of regulatory
divergence is
material to financial
performance

73%
Cost of regulatory
divergence has
increased over the
past five years

Turkey, Iran and Oman and

Mobile revenue rise

opening up the domestic

The mobile phone sector in

property sector and other

OECD’s European External

West Africa could generate

industries to international

Action Service, told this

a turnover of US$51bn by

investment. The country has

year’s Forum on Responsible

2022, according to a report,

also eased visa restrictions

Mineral Supply Chains that

The Mobile Economy: West

for tourists and expat labour.

‘artisanally mined gold from

Africa 2018, published by

conflict-affected areas was

GSMA. The sector generated

Blockchain registry

being exported in huge

revenues of US$37bn last

Dubai is to use blockchain

volumes through smuggling’,

year, the study claims. Factors

technology for property

protected by armed groups

driving revenues include

registration, to ease

and some state actors.

a large youth population,

transactions and facilitate

strong subscriber growth

foreign direct investment.

PFM aid for Zambia

and increased reliance on

The Dubai Blockchain

Zambia is to receive

mobile broadband and

Business Registry Project

€17m from the European

related services.

is a partnership between

Douglas Carpenter, of the

the Dubai Department of

Union to improve public

Regulation in response
to the 2008 financial crisis
drives increased costs
Brexit and protectionist politics
are expected to increase costs
for the next five years

71%
Regulatory
divergence is a
barrier to extending
operations in new
regions

10

financial management. The

Saudi privatisation

Economic Development,

funding will be used to

Saudi Arabia has launched

Dubai Silicon Oasis

strengthen management

a major privatisation

Authority, Smart Dubai and

capacity, accountability,

programme. Turki A Al

IBM. The project is expected

fiscal transparency and

Hokail, chief executive

to be rolled out to cover

tax revenue collection

of the National Center

other business transactions

systems. There will be

for Privatization & PPP,

and help deal with regulatory

greater support for

said: ‘The privatisation

compliance. Dubai has an

oversight institutions,

programme aims to enhance

ambition to be the first

the National Assembly,

competitiveness, elevate

city to be fully powered by

the Office of the Auditor

the quality of service and

blockchain by 2020.

General and the Anti-

economic development,

Corruption Commission.

and improve the business

AB

Paul Gosling, journalist
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CPD support
Have your say,
we’re listening
SURVEY OPEN 4-25 JULY
How can we best support your development and career ambitions?
We’re designing the next generation of CPD support so please help
us to shape your future. Complete the survey at:

www.accaglobal.com/CPDsurvey

High riser
As controller at Qatar Shell, Lorraine Holleway FCCA relishes working in a
continuously changing environment where career development is key

I

global drivers of change that would have

2016–present

Holleway adds. ‘On the behaviours, we

the biggest impact on accountants and the

Controller, Qatar Shell

need to demonstrate leadership: partnering

n 2016, ACCA’s report Professional
accountants – the future: Drivers of

i

finance and business technology changes.

CV

These all need to be carried out within the
parameters of a robust control framework,’

change and future skills looked at the

with our business while also providing the

profession by the year 2025. It concluded
that ‘the age of accountants as bean

2012–16

counters is well and truly over’. Technical,

Deputy controller and

ethical and digital expertise would

head of financial reporting,

that is a constantly moving objective.

always be a core requirement but this

Qatar Shell, Doha

The development of Qatar to the richest

right challenges when needed.’
In Qatar, and in the oil and gas industry,

economy in the world on a per capita basis

was being supplemented by a new range
of requirements: creativity, emotional

2009–12

has been rapid. Oil fields were discovered

intelligence and vision.

Finance manager, learning,

in the 1940s but production did not begin in

Shell International,

earnest until the 1970s. It was the discovery

The Hague

of plentiful natural gas fields off Qatar’s

‘The future professional accountant
will need to be able to steer a business

coastline, and, critically, the development

on a steady course between risk and
opportunity,’ said the report. ‘This requires

2006 		

of production technology that made those

collaboration, strategic thinking and a

MBA, University of

reserves accessible, that really fired the

genuine 360-degree understanding of the

Strathclyde, Glasgow

nation’s economy.

business – its environment, its people and

2005–09

Pearl Gas-to-Liquids

Speaking to Lorraine Holleway FCCA,

Group reporting business

Developed in partnership with Qatar

controller at Qatar Shell, it feels as though

analyst, Shell International,

Petroleum, the Pearl Gas-to-Liquids (GTL)

the future is already here, so closely do her

The Hague, Netherlands

plant, which is operated by Shell, is the

its opportunities.’

capabilities reflect the report’s message.

world’s biggest GTL plant and one of the

1998–2005

largest, most complex and challenging

core finance processes such as internal and

Record-to-report operations

energy projects ever commissioned. The

external financial reporting, it goes much

manager, Shell shared

plant converts natural gas taken from the

broader. Risk identification, mitigation and

services, Glasgow, Scotland

Qatar offshore fields into liquid petroleum

While her role covers oversight of the

assurance of those risks, both financial and

products. The facility came on stream

business-related, are a key part of her remit.
‘The role of finance is continually changing,’ she says.
‘Traditional core finance processes such as month-end close

than oil-derived equivalents and the plant makes enough

are still relevant; however, these processes are changing and,

diesel to fill more than 160,000 cars a day, and enough

as finance professionals, we need to continue to develop

synthetic oil each year to make lubricants for more than 225

our skills to optimise these processes through use of new

million cars. It will process three billion barrels of oil equivalent

technologies.’ This speaks to the digital element of the seven

during its lifetime.

key quotients identified by ACCA’s research.
‘Today, finance professionals need to understand a battery

12

in 2011 and opened up significant new
markets for diversified gas products. Its products burn cleaner

A further significant investment for Shell is Qatargas 4, a
liquified natural gas project that includes offshore production

of issues: the technical accounting and taxation, plus the

platforms and pipelines and onshore gas processing,

business model, the risks, how value is created or eroded, the

treatment and liquefaction facilities, as well as a fleet of

country lens on the statutory and regulatory requirements, and

liquefied natural gas (LNG) carrier ships. The project, which
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‘Traditional core
finance processes
are still relevant;
however,we
need to optimise
these processes
through use of new
technologies’
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is 70% owned by Qatar Petroleum and 30% by Shell, began

for the ACCA Qualification. I liked that it gave me a wide

production in January 2011 and shipped its first cargo to

spectrum to work from.’

India the following month. Holleway’s remit includes the role

been able to get to where she is now. ‘It’s really helped me.

Qatargas 4. The venture is operated by Qatargas which is the

Simply put, I don’t think I would have this job if I wasn’t ACCA

world’s largest LNG producer.

qualified; if you want to work in finance in Shell, professional

Holleway has come a long way – literally – since qualifying
as an ACCA in Glasgow. She chose the ACCA Qualification

14

She adds that without the qualification she would not have

of finance shareholder representative for Shell’s interest in

accreditation is a prerequisite.’
After a spell working for a small manufacturing company in

because she felt it would allow her to keep her future options

Glasgow, she joined Shell in 1998 as part of a joint venture with

as wide open as possible: ‘I was working while training and

EY to create a shared-services operation. ‘This was at a time

wasn’t sure which area of finance I wanted to work in, but when

when shared services were a very new idea, very different.’

I was looking at roles in finance, most of them were looking

She stayed there for seven years, qualifying in 2001 and later

Accounting and Business June 2018
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studying for an MBA at the University of Strathclyde. Then,
after a spell in London working in group reporting, she

i

Basics

moved to Shell International in The Hague.
The possibility of moving to Qatar came up in 2012
and she did not hesitate. ‘The job – head of financial

US$305bn		
Shell’s worldwide revenue (figures from 2017 annual report)

reporting – was perfect for me and Qatar is a great place to

US$13bn		

live and work.’

Shell’s worldwide income

People passion
One of the four pillars of the Qatar National Vision 2030 is

86,000 			

human development, which includes building a capable

Employees worldwide

and motivated workforce. Developing people is a passion
for Holleway. In Qatar Shell she leads capability building

1 million hours		

for the finance function and actively promotes professional

Time taken to complete the conceptual design of the Pearl

accreditation. Many of her finance team have either

GTL plant, Qatar

completed or are pursuing professional accreditation, which
Holleway sees as a fundamental for finance professionals.
Shell has a comprehensive Qatarisation programme,

500 million hours
Time taken to build Pearl GTL

recruiting and training Qataris in a range of fields, including
finance. Its programme includes onthe-job coaching, mentoring, shortterm international assignments,
online training and traditional
coursework. It is a subject close to
Holleway’s heart, as she has always
seen career development as the
basis for the success of the individual
and the business as a whole.
Professional accountants should
take responsibility for their own
career development, seeking out
a broad range of experiences
both inside and outside their

her own career. An ACCA Council
member since 2013, she now

‘Simply put, I don’t
think I would have
this job if I wasn’t
ACCA qualified;
if you want to work
in finance in Shell,
professional
accreditation is
a prerequisite’

chairs the ACCA Global Forum for
Corporate Reporting and is vice
chair of ACCA’s resource oversight
committee, having previously been
a member of the ACCA audit and
market oversight committees.
Locally, Holleway also participates
in ACCA’s Qatar members’ advisory
committee.
A strong advocate for diversity in
finance, in 2014 she was presented

company, she believes. She has

with the first ‘stairway to success’

certainly put this into practice in

award by the Qatar Shell Women’s
Association Network – a voluntary network of Qatar Shell

i

Tips

employees who promote diversity and inclusion within the
organisation – for her ‘constant support and role-modelling
of career success for women’. As for working in a male-

*

‘Own your career development. Know where you want to

dominated sector, she says that her gender has never been

go and make a clear plan for how to get there.’

an issue. ‘Shell is a very diverse and inclusive organisation,’

*

‘The role of finance is changing. You need to understand

*

‘Be a partner to the business but also get the balance

the business,’ she says. ‘It’s an incredibly interesting business

right between being a partner and challenging when

and market to be in.’

she says.
the value in a business, how to create it and sustain it.’

The inevitable quibbles about the heat in the summer
aside, Holleway rates Qatar an exciting place to be. ‘I love
the fact that everything is changing, in terms of the job and
AB

challenge is needed.’
Liz Fisher, journalist
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The view from
Ramesh Seebarran FCCA, partner, HLB Seebarran & Co,
Georgetown, Guyana, and energy sector enthusiast
None of my family is in

We have seen significant

finance. Because of our

positive effects on

61%

background in the sugar

accounting from advances

of jurisdictions worldwide have fully

plantations, they all work

in technology. These have

adopted the International Code of

in civil construction and

helped enhance the quality

Ethics for Professional Accountants.

machine work. I originally

and timing of services. Yes,

Source: IFAC

had aspirations to pursue

there can be negativities

economic geography, but

if it is misused or poorly

realised later on that accountancy was

managed, but the advantages outweigh

Deloitte–Amazon venture

the better career option. Once I started

the downsides.

Deloitte Consulting is to collaborate

to study it I found it interesting.

with Amazon Web Services (AWS) on
I get great enjoyment from my role and

Internet of Things analytics solutions

Ours is a relatively small, two-partner

responsibilities as a practice owner.

focused on tracking organisations’

practice, part of the HLB International

Engaging daily with clients and staff,

assets. These solutions can help clients

network. I joined in October 1996 and

working to resolve the challenges and

mitigate supply chain complexity,

became a partner in 2003, acquiring the

maintaining the standards required of

costs and potential risks by using

business five years later. We have clients

the practising accountant all give me

AWS technologies to analyse large

in all sectors. We expect oil and gas to

lasting satisfaction. You might say it is

amounts of asset location data.

create huge opportunities, and since

stressful enjoyment, but the satisfaction

The solutions will also deploy public

2015 have been positioning ourselves to

that derives from achievement creates

application programming interfaces

provide services to clients in the sector.

its own form of pleasure.

that alert clients to threats to assets,

A major issue for the practice is the

The ACCA Qualification has helped

scarcity of skilled personnel as a result

shape the person I am. It’s made

of emigration. But it’s a challenge

me more grounded and able to stay

Mazars grows fees

we are used to, operating in a small

focused. It has also provided many

Mazars grew its global income by 12.8%,

developing country like ours, and for the

fulfilling opportunities to support those

to €1.5bn, in the year ending August

most part we manage well.

working towards the Qualification,

2017. Organic growth was responsible

including all our staff. It gives me

for 5.4% of the additional income

pleasure to help the next generation.

and acquisitions for 7%. The full-year

such as weather, recall history and sales
tax jurisdictions.

impact of the integration of the Chinese

I take pride in
maintaining the
standards required
of a practising
accountant, which
is not always an
easy task

Acquiring the firm and becoming part

firm ZhongShen ZhongHuan, which

of the HLB International network have

took place at the end of 2015, was a

been my major career achievements. I

significant factor. The acquisition of

take pride in maintaining the standards

Corality, a global infrastructure financial

required of a practising accountant,

modelling and training business, also

which is not always an easy task.

had a positive impact on revenues.
During the year the group expanded into

I am involved with tennis, and played

Bulgaria, Cyprus, Kosovo, Mozambique

cricket and hockey in my younger days.

and Tanzania; it also strengthened its

I love all sports! I relax by reading and

presence in Sweden.

engaging with friends and family.
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June 2018 Accounting and Business

INT_YPRAC_intro.indd 17

17
15/05/2018 12:07

Under scrutiny
Marcel Coppini FCCA gives a personal view on the role of auditors in upholding
the public interest and how it might be reinforced
The public interest is a curious,

the theoretical debate, particularly in

putting the audit profession in the UK

hard-to-define concept. One could

today’s fast changing business world.

once more uncomfortably under the

hope that everyone would act in the

We live in times when society as

public interest at all times and in all

a whole is arguably more lax about

the UK government’s parliamentary

circumstances and that this should be

standards of behaviour than in the past.

inquiry into the matter, referred to the

one of the pillars of modern society.

It is therefore all the more important

Carillion audits as ‘a colossal waste of

But applying the concept in practice

that professional services firms are seen

time and money, fit only to provide false

is challenging; the line between what

to apply the highest ethical standards.

assurance to investors, workers and

is and is not in the public interest is

18

The collapse of UK construction giant

spotlight. Rachel Reeves, who co-chaired

the public’. After a decade of ongoing

often not clear-cut. For accountants,

Carillion earlier this year brought the

regulatory changes within the audit

as for other professions, the real

issue of professional ethics and the

and accountancy profession following

world can also be very different from

public interest into question again,

the 2008 financial crisis – in the UK and
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rather than a ‘bloodhound’. However,
over the years, the auditor’s duty of
reasonable care has evolved from
having an ‘enquiring’ mind to being

Over the years,
the auditor’s
role has in effect
been transformed
from watchdog to
bloodhound

alert to circumstances that may indicate
a misstatement, ie being professionally
sceptical, in effect transforming the
role of the auditor from watchdog to
bloodhound.
Rigorous internal as well as external
monitoring processes and other
robust quality control procedures
are of course part of the solution,
as is an ongoing commitment by all

Help for members

more broadly – I find this perception

stakeholders to raise the bar of audit

ACCA has a range of resources for

of our profession disheartening and

quality. Society as a whole needs to instil

members to help them understand the

exasperating.

a culture of righteousness and rekindle

requirements of the Code of Ethics.

moral and ethical values within the

These include a dedicated section on

accountants have to protect the public

business community to best serve the

the ACCA website that links to further

interest? And what practical implications

public interest.

guidance, advice and support:

So what duty do we as professional

does such a duty have for the day-to-

From a statutory audit perspective,

day business of accountancy firms and

rather than indulging in more complex

accountants working in corporate roles?

regulation, perhaps it is time to look

a quality audit explores the factors

bit.ly/ACCA-Ethics.
ACCA’s publication Tenets of

into more effective enforcement and

that contribute to quality in audit,

and quality standards are central

tougher sanctions. Imposing hefty

recognising that sometimes those

here. ACCA’s Code of Ethics gives

penalties on large firms that transgress

factors can be in tension. These

prominence to the core values of our

does not seem to have brought us

include timeliness and thoroughness,

profession, emphasising the duty

much closer to a solution. For example,

independence and closeness to the

of all members to act with integrity,

the suspension or withdrawal, by the

audited entity, and providing a holistic

objectivity and competence. ACCA

professional body, of the practising

opinion and responding to fraud. The

has also recognised the need for

certificate of audit engagement

report is available from the ACCA

professional accountants to be trained

partners or principals within larger audit

website: bit.ly/ACCA-AuditTenets.

to act ethically by introducing an ethics

entities who are found to be ultimately

and professional skills module into

responsible for audit failures of such a

the qualification.

magnitude may prove a more effective

dependent on individual jurisdictions’

deterrent in the long run, and a better

whistleblowing provisions. It is to be

tool to uphold the public interest.

hoped, though, that NOCLAR, or at

Of course professional ethics

A landmark British common law case
in 1896 had significant repercussions
for external auditors in this context.

least an awareness of its existence, will

The liquidator of Kingston Cotton Mills

A new tool

be not only an important beacon to

pursued the company’s auditors for

The International Ethics Standards

practitioners but a tool that serves to

failing to detect the overstatement of

Board for Accountants recently issued

uphold the public interest.

the company’s premises and stock of

guidance for accountants on how to act

material. In seeking to establish the

when they uncover situations of Non-

This article represents the personal

profession’s role in upholding what

Compliance with Law and Regulations

views of Marcel Coppini FCCA, an audit

the public expects of it in terms of

(NOCLAR) by their clients or employers,

quality consultant who spearheaded the

transparency, accountability, credibility

particularly when such breaches are of

setting up of the Quality Assurance Unit

and reliance on audited financial

significance to the public at large. Time

in Malta and was an active member on a

statements, the judge held that an

will tell how effective this guidance

number of audit regulatory committees

auditor should act as a ‘watchdog’

will be, given that its success is largely

within the European Union until 2016
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Taking the lead
Having the right managing partner in place can make all the difference between success
and failure, says Phil Shohet. So what are the right qualities for heading up a firm?
As we keep hearing, accounting firms

in addition to normal client work.

firms in the independent sector is proof

are facing unprecedented uncertainty.

Managing partners are often reluctant

that these qualities do exist.

We know that firms need to embrace

to give up their client base, which has

the digital revolution, enable the

given them their power and recognition

is coming from all aspects of the firm’s

automation of process-driven activities

in the practice. But the reality is that,

business, including fee generation,

and transform themselves into

although it may be possible to retain

efficiency, productivity, brand awareness

strategic advisers. Brexit is yet another

a small amount of client work, anyone

and, to some extent, internationalisation.

known unknown, and navigating

considering taking on the mantle of

This has highlighted the need for change

clients through the business aspects of

managing partner must be prepared

in the entire organisation and, above all,

political change could be a key marker

to invest the majority of their time in

for better and more strategic people to

of a successful firm.

running the business.

head up the business.

from compliance work to offering value-

Comfort zone

selection process. What is needed is a

added services, practices have become

Some partners will never be

person with commercial acumen and

multi-functional groups where partners

comfortable in anything other than a

a proven track record in developing

recognise that the best interests of

technical role, and the idea of going

the business. However, what older

the client and the firm lie in pooling

out and generating new business is

and more conservative partners often

knowledge and allowing clients access

anathema. In firms where the balance

want is someone that will let them stay

to every service the firm can provide.

between hunters and farmers is

in their comfort zones. Too often, the

heavily biased towards the latter, there

job of managing partner is handed to

of the managing partner change?

will be some hard decisions that cannot

someone who will maintain the status

Clearly they will require different

be made unless the managing partner

quo, rather than someone who can

characteristics from those deemed

has similar powers to a corporate

lead the business forward. Thus, many

necessary in the past.

managing director.

managing partners are selected on their

The first stumbling block is the

In order to manage the migration

So how, in this context, will the role

20

The pressure for effective management

In all but the smallest practices,

Managing partners need to be

amenability, having neither the skills

the job of managing partner is not a

dynamic and daring – qualities not

for the job, nor a mandate from their

part-time position, yet too many firms

always associated with accountants.

partners to manage the business in any

believe this function can be undertaken

Nevertheless, the number of successful

effective and meaningful manner.

Accounting and Business June 2018

INT_YPRAC_Foulgermngpartner.indd 20

14/05/2018 17:13

The managing partner must have

and undefined ‘understanding’, so

the authority to manage the business,

neither the partners, the staff or the

Leadership qualities

including the power to impose sanctions

hapless individual are aware of the
parameters within which he or she

They must have the support of all the

operates. Without definition and proper

partners and persuade them to accept

designation of powers, the position will

both his or her authority and the fact

not work effectively.

*
*
*
*

Treat everyone as equals.

upon others for underperformance.

*

Make everyone feel part of the same

*

Involve everyone, but keep your

*
*

Trust your subordinates’ judgment.

that they must work as a team, each
with their own individual roles to play.

People person

The model is perhaps something akin to

In a world dominated by technicians,

a cabinet, but with the prime minister,

the managing partner must be a

or managing partner, having been

‘people person’ with good interpersonal

delegated ultimate power and authority.

skills. Accountancy training may not

The job description of managing

have equipped him or her for this. The

partners varies from firm to firm. In many

managing partner must be able to

cases, it does not exist at all in any

influence the other partners, who will

formal fashion but is simply a vague

usually have strong individual authority
and are not used to being told what
to do. However, the managing partner
must also encourage them to play to

Lead by example.
Provide continuous encouragement.
Do not dwell on mistakes or
apportion blame.
team – there must be no cliques.
distance.
Ensure there is no hidden agenda
and inform everybody of the
objectives.

*

Get rid of persistently disruptive

*
*

Have confidence in development

individuals.
Appear to be calm and in control.
and sales – it is the basis of success.

their own strengths, which is a key factor
if the firm is to grow and prosper.
It is the managing partner’s job to

the managing partner’s role is that of

drive the business forward and this will

a facilitator of change, managing the

inevitably mean change. Unless all of

situation and monitoring colleagues.

the partners and the rest of the firm are
on side, it will be an uphill struggle.
The fundamental measures for

In a modern practice, the skills of
the managing partner are crucial to its
success. Strong and effective leadership

success remain the same. Is the budget

is required to help firms adapt to meet

being delivered and is the firm making

the changing needs of the modern

the budgeted profits? Key issues are,

marketplace. The right person must be

therefore, strategy and guidance on

at the helm.

AB

overall performance and new investment
(whether in people, IT, premises,

Phil Shohet, senior consultant,

marketing or other priorities) in which

Foulger Underwood
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A sporting chance
Former athletes are using their fame and finances to enter Africa’s political arena.
Can they improve the integrity of sport on the continent, asks Alnoor Amlani
As the 2018 Fifa World Cup gets

practices to prevail in African football.

ready to kick off in Russia (see also

The result is that African clubs have

page 36), only five African nations

little presence and less competition

(Egypt, Morocco, Nigeria, Tunisia and

on the continent, and aspiring African

Senegal) will be competing. Africa’s

football stars look to make their careers

other football giants – Cameroon, Ivory

elsewhere in the world.
The intersection of politics and

Coast, Algeria and South Africa (the

sports is the core of the problem – but

host nation in 2010) – did not qualify.
African teams face numerous

the route to a possible solution too.

challenges at home due to poor

Few African leaders have harnessed

governance and systematic institutional

the ability of sport to rally the people

problems with administration. So while

to good effect. Instead, perhaps

football has grown into a global billion-

threatened by the emergence of new

dollar industry, Africa remains on the

leaders, they have suppressed sport,

periphery, despite the proliferation of

especially football, in the same way as

African players across clubs in Europe.

they have suppressed the arts.

After the Second World War, the sport

But this is changing. Sporting stars

became, at times, an embodiment of

are now using the fame and finances

the political aspirations of the African

they have gained on the global stage to

people. In the 1960s, the beautiful

enter local political arenas. For example,

game was seen as a medium for

Kenya’s MP Wesley Korir is a marathon

constructing a national identity for

athlete who is also a politician, and

many newly independent African

the top political position in an African

countries and for attaining recognition

country was attained by a sportsman

within the international community.

this year when Liberia elected former

Nelson Mandela famously used football

football star George Weah as its

matches to rally political support.

president. Weah’s fame as a striker

But these noble aspirations were

for major clubs in Europe and the UK

overcome by other forces. Across the

first brought him to the attention of

world, there is vote buying, match fixing

his own people. Liberia, incidentally, is

and bribery of officials, as well as corrupt

among the 41 members of the 54-nation

player transfers, sponsorship deals and
even team selections. In Africa, there
are also issues of nepotism, tribalism,
regionalism and religion.
Fifa has consistently maintained
a policy of non-interference within
African football bodies. Although the
organisation has recently endured its
own problems with corruption and
governance, the long-term absence of
global enforcement has allowed corrupt

22

Confederation of African Football that

Football is a billiondollar industry
but Africa remains
on the periphery,
despite the
proliferation of its
players in Europe

have never qualified for the World Cup.
As famous sportsmen and women of
Africa accrue political power, they are
gaining the opportunity to change the
quality of sports administration in their
countries and improve the integrity of
sport across the continent.
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Alnoor Amlani FCCA is an independent
consultant based in East Africa
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Leading together
Leo Lee celebrates the two-year anniversary of the alliance between ACCA and
Chartered Accountants ANZ and the many benefits it has brought to members
This month marks two years of the
strategic alliance between ACCA and
CA ANZ. How the time has flown.
When we first came together in 2016,
I remember the excitement I felt about
this strengthened relationship – as
someone from the Asia Pacific region,
I was enthusiastic about the many
ways that ACCA and CA ANZ could
collaborate in this region, and the
benefits that this provided to members
around the world.
In the months since, and particularly
in my time so far as president, I have
witnessed these benefits in action. It has
been so satisfying to see members from
ACCA and CA ANZ coming together for
discussions, events and projects.
Our members have formed networks
and connections, our bodies have
been working together on new and
thought-provoking pieces of research,
and I have joined my counterpart Jane
Stanton from CA ANZ in presenting a
unified voice to key stakeholders on
issues important to the future of the
global profession.

think of a better setting to bring our

For those of you who can attend, the

members together, with ACCA as a gold

World Congress will be an excellent

Futures, a twice-yearly magazine that

sponsor and CA ANZ as co-host. CPA

opportunity to come together with

looks at critical issues facing tomorrow’s

Australia is the other co-host. And with a

CA ANZ, to take stock of the things that

finance professionals, and showcases

conference theme of ‘Global Challenges/

we have achieved so far and to think

the research and insights research work

Global Leaders’, I think we will have

about where we can go next.

carried out by both bodies. The latest

plenty of insights and experiences to

edition came out recently and you

share with delegates.

We now work together on Accountancy

can find it at accaglobal.com/alliance.

We will be taking this opportunity

It’s our global connectivity that helps
us to lead and shape the profession, and
I am excited to see where this strategic

Together, we are able to lead the way as

to present some joint research into

the global accountancy profession faces

the technological advances most

the many challenges and opportunities

likely to disrupt the profession in the

Leo Lee FCCA is retired, but

of a rapidly changing world.

coming years. There will also be special

formerly held various roles at the

opportunities for ACCA members –

Securities and Futures Commission of

World Congress of Accountants will be

see the back page of this edition and

Hong Kong and is past president of

in Sydney, Australia, in November. I can’t

accaglobal.com/wcoa for more.

ACCA Hong Kong

It is particularly fitting that this year’s

alliance takes us next.

AB

June 2018 Accounting and Business

INT_AP_Com_President.indd 23

23
16/05/2018 14:24

Managing change
CFOs must help companies rethink the way they do business and take advantage of
new opportunities as China and the US reset their relationship, says Cesar Bacani
In a previous column, I wrote that

be used back home. Other restrictions

Donald Trump’s decision to impose

could include tighter scrutiny of Chinese

tariffs on imports of washing machines

companies doing M&A in the US.
Investment and exports by companies

and solar cells in February could be
political posturing in the run up to the

in the two countries will suffer as the

mid-term elections in November.

two sides engage in more tit-for-tat

I’m beginning to think I was wrong.

retaliation. CFOs in these companies

In March, the US extended the tariffs to

will have their work cut out in helping

steel and aluminium. Beijing retaliated

the board navigate perilous waters.

with tariffs on 128 American products

But there will be opportunities too.

and the US announced levies on

Stymied in the US, China would be

1,333 Chinese export categories and

looking for technology transfer from

then threatened more tariffs as China

other sources, including organisations

required importers of US sorghum to

in Europe and Japan. Companies

pay a deposit equal to 178% of the

in non-US jurisdictions can emerge

value of the shipment.

winners in terms of investment, market

So not simply political posturing.

access, asset purchases and so on.

Indeed, Alicia Garcia Herrero, chief

American companies that use China as

economist Asia Pacific at French

a production base would be looking

banking group Natixis, told me in an

for other sites, and South-East Asia,

interview that 800 of the 1,333 items

including Indonesia, Malaysia and the

the US is targeting are so-called China

Philippines, could benefit.

Manufacturing 2025 products that

It is true that the uncertainty will affect

are not yet at full production, but are

global trade and the global economy.

intended to become so by 2025.

When the world’s two largest economies

The suggestion is that Trump may

battle it out, their stomping can damage

have meant to just score political points,

unwary and less agile businesses.

but the more strategically minded in his

And this disruptive reset in China-US

administration are using what he started

strategic relations comes at a time of

to hinder China’s ambitious technology

adjustments in financial management

programme. In this reading, China

required by the normalisation of ultra-

Manufacturing 2025 is a national security
threat to the US, if China’s technological
advances translate into weapons that
challenge US supremacy.
Thus, even if Trump fades from the
scene, China-US relations will remain
tense. The US is expected to restrict
technology exports to China and
limit visas to Chinese students and
technology workers, who may be picking
up knowledge and skills that will then

24

low interest rates in the US, Europe and

When the world’s
two largest
economies battle it
out, their stomping
can damage
unwary and less
agile businesses

Japan, and as China intensifies economic
and business reforms in reference to
foreign and domestic capital.
The mission of the CFO and the
finance team to provide ballast and
prudent direction becomes more
relevant than ever.
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CFO Innovation

Accounting and Business June 2018

INT_AP_COM_CB.indd 24

11/05/2018 17:36

The view from
I joined Deloitte in 1999,

for the people who work

38%

when it was the first Big

underground in high-risk

of global executives believe bribery and

Four firm in Belarus.

conditions. The business of

corruption remain prevalent in business,

We felt like pioneers,

express delivery is wholly

despite companies being fined a total of

bringing financial

focused on clients and the

US$11bn for such practices since 2012.

transparency to the whole

customer experience – it

Source: EY

country. Then I joined

has sharpened my sense

Piotr Fokow FCCA, group CFO, Nova Poshta, Ukraine,
and champion of problem solving through diversity

Ukraine’s largest energy

of good service and made

company as finance business partner for

me aware of how many kinds of services

Families push innovation

the coal division. Business partnering is

could be improved.

Family business owners are more

a very different profession, requiring a
business-oriented mindset.

innovative than owners of non-family
I‘ve learned that seemingly impossible

businesses, but are restricted by limited

issues can be resolved by involving

financial resources, according to a

I now manage the finances of a

different people to contribute ideas.

study published by Nyenrode Business

leading express delivery company.

Often I’ve been astonished by how

Universiteit. It reports that 79% of family

My role includes attracting funding

quickly such an approach can bring

business owners will forgo dividends in

for strategic development projects,

solutions to apparently insoluble

order to boost innovation, compared

controlling budgets and reporting to

problems. Seeing stubborn legacy

to 60% of non-family businesses. The

the board and shareholders. This takes

practices replaced by much better

research examined 399 private firms, of

a lot of communication, so my workday

processes is a magical feeling.

which 69% were run by families.

holding company I’m responsible for

I was in awe of the brand name I

GE warns of profits hit

16 professionals, and across the whole

worked for, so I felt that the ACCA

GE has warned investors of a fall in

group I manage over 250 people.

Qualification had great value. I learned

future reported profits as it implements

passionately, got qualified and then

the Financial Accounting Standards

The companies I have worked for

worked hard to apply knowledge in

Board’s new revenue recognition

have had very different cultures. Coal

practice. As a result, I became a partner

standard. Retrospective application to

mining has a long tradition of respect

of a Big Four firm aged 31.

profits last year cut them by 17 cents per

is packed with meetings. Within the

share. GE said: ‘We expect significant

My goal is to
develop my finance
team to be the best
in Eastern Europe

My biggest achievement has been

changes in the presentation of our

transforming Nova Poshta over the

financial statements, including timing

past two years. This includes full legal

of revenue recognition, and changes

restructuring of the group, preparation

in classification between revenue and

for the first IFRS audit, building many

costs. The new standard will have no

finance processes from scratch and

cash impact and does not affect the

establishing external partnerships. My

economics of our underlying customer

goal is to develop my finance team to

contracts.’ The US Securities and

be the best in Eastern Europe.

Exchange Commission is conducting
an investigation into GE’s past revenue

I like photography, playing guitar and

recognition practices in relation to long-

spending time with my family. My new

term service agreements.

hobby is skiing.
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Hidden value
A German study shows the valuation methods used for corporates are unlikely to
identify the true drivers of value in SMEs, as Markus Badenhop and Steve Priddy report
Consider the following scenario. A

operating in a niche sector, and to

insights and comparisons that will be

business specialising in renewable

assemble such a resource from zero

of value to ACCA members in other

energy technologies is up for sale.

would be extremely costly.

jurisdictions conducting corporate

A potential investor approaches one

valuation activities.

of the largest professional firms, a

the two stakeholders will not come as

specialist in business valuation, to

a surprise to readers of Accounting

similarities and notable differences

value it. The firm conducts thorough

and Business. Business valuation in any

to others. The country’s regulatory

due diligence and gives a valuation of

economy is by its nature a subjective

framework for accounting and audit

€80m–€100m. The investor responds

exercise. What is important from

may be substantially different, but

with disbelief: his own assessment is

one valuer’s perspective may be less

the challenges facing businesses and

in the order of €500m. After all, he

significant from another’s.

investors are much the same. Like the

reasons, the business has a readymade, highly skilled workforce of 200

26

The gulf in expectations between

A study of valuation practices in the
German corporate sector offers useful

Germany’s economy has both striking

UK, for example, Germany has a thriving
SME sector, with more than 3.6 million
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active businesses, generating profits

even with a guarantee of confidentiality

influence wielded by current owners of

of around €2.3bn. Again like the UK, it

via non-disclosure agreements.

the targeted companies.

has a relatively small number of large

The respondents confirmed that four

The influence of a managing owner

quoted corporations. Tools and

methods are in common use among

was repeatedly cited as a driver of

techniques applied to corporate

German company valuation experts:

enterprise value. Alongside this,

valuations tend to focus on these

*
*
*

discounted cashflow

interpersonal connections – for

multiples of sales, earnings (or other)

example, in a restaurant business – are

net asset valuation (particularly for

considered essential for success. Earn-

smaller businesses)

out agreements of three to five years for

*

the so-called German income

larger mid-sized businesses, and one

approach or Ertragswertmethode.

year or less for micro businesses, were

few mega-businesses and are biased
towards US case studies and contexts.
A distinguishing feature of the German
economy is its stratum of Mittelstand,
or medium-sized companies. These
businesses are relatively long-lived,

The research confirmed that discounted

considered unhelpful in managing out

sometimes over half a century old, and

cashflow and the capital asset pricing

influential and sometimes charismatic

often family-owned. They are fiercely

model are widely used, but a majority of

owners. And respondents complained

customer-focused and razor sharp in

the respondents expressed frustration

about a notable absence of written

their innovative capability. They are

with the lack of practical guidance

strategies such as detailed budgets,

commonly clustered into regions across

available for medium-sized enterprise

financial plans, balance sheets and

the country. Their strategic perspective

valuations – the published guidelines in

income statement forecasts.

is long term.

Alternative values

And these businesses are increasingly
anxious about the future. Digitalisation,
artificial intelligence, how to pass
the business on and to whom, fear
of overspecialisation, and signs of an
increasing private equity presence
in German national economic life
have raised concerns among these
companies about how they can thrive
and grow profitably in years to come.

The research

Valuation is less
about well-tried
financial models,
and much more
about softer values
such as confidence,
belief, trust and
experience

In summary it might be provocatively
stated that valuation is less about
well-tried financial models, and much
more about softer values such as
confidence, belief, trust, triangulation
and experience. However, while that
is at least a more accurate description
of the current state of mid-sized
company valuation in a world-leading
economy, it cannot be a sustainable
way of proceeding. More research of
this kind is required both within and

Against this background, the study

across national boundaries to tackle this

sought to establish the key factors
that should be considered in the

the German IDW S1 evaluation standard

market failure. Despite our differences,

valuation of small and mid-sized

are generally considered inadequate.

we face similar challenges and can learn

companies in Germany in the context of

In subsequent analysis of the

and mutually benefit from discovering
and sharing solutions.

mergers and acquisitions. It also looked

interviewees‘ comments, a number of

at whether the valuation methods

themes emerged. Almost all agreed

commonly used for large, publicly

that a gap in the literature exists for

members, and other professional

traded companies can be applied to

the valuation of small and mid-sized

bodies supporting business and

smaller enterprises.

companies in Germany. The methods

finance advice in the specialist areas of

commonly used to value companies

merger, acquisition and integration, to

conducted with experts in the field

need to be adjusted to take into

develop practical protocols and share

of valuation for corporate transaction

account the particularities of SMEs. As

best practice in the complex area of

advice. These included audit firms,

they stand, they focus on performing

SME valuation.

banks, tax consultants, managers, M&A

objective valuations; however, in the

specialists, authors and academics. It

context of transactions, values may be

Markus Badenhop, MBA student, and

is unsurprising perhaps that no private

more subjective, as they are influenced

Steve Priddy FCCA, dean, GISMA

equity expert agreed to be interviewed,

by synergies, scale effects or the strong

Business School, Hanover, Germany

A series of 16 interviews was

There is an opportunity for ACCA

AB
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Too good to be true
Tangled logic, unintelligible formulas and stories of growth without capital investment
– Rob Bayliss and Mark Robson warn of what to be wary about in financial forecasts

We’ve all been there. It’s the night

burned the midnight oil and everything

around and you realise that everything

before signing the big deal. The

seems to be in great shape.

might not be in such great shape after

board is happy, the bank is happy,

28

Or is it? You decide to look again at

and even the lawyers are happy.

those forecasts. You didn’t put them

You’re a finance director on top of

together and don’t know all the details.

the world; you and your team have

You open the model and start to dig

all. Everything could be fine but when
should you start to feel frightened?
Here are some things to watch out for
in financial forecasts.
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Trends that carry on forever

starting with assumptions clearly

The spreadsheet that forecasts five

If you are reviewing someone else’s

labelled and collected up in one place,

sets of 12 months, with an annual

model, you can assume that the model’s

where they can be easily identified and

subtotal slotted between, is another

growth rates, profit margins, working

changed. You and your readers need to

warning sign. Each new year leads

capital ratios and asset spending have

be able to follow the logic and if that

to a new formula, and each new

been played with until the spreadsheet

logic flows in many tangles in many

formula leads to a greater risk of an

nicely churns out cash and repays debt.

directions, who will have any faith that

But is it realistic to conclude that these

it works?

trends will continue forever?

error somewhere.

*

Circular references. Excel can get
so hung up on these that it stops

Long Excel formulas

calculating any file that you have

No ability to stress-test

We’ve all seen Excel files with formulas

open. Experienced modellers know

The model might ‘work’ – cashflows are

that stretch across three lines and are

how to manage circular logic without

fine, debt is paid down, key ratios are

unintelligible to anyone, including

building circular references into

within their limits. But a valuable model

the person who proudly created it.

formulas, so a circular reference

provides insight into what happens

Building a forecast isn’t the time to

if things shift: how far would the key

show off how good your Excel skills are.

inputs have to move before the picture

Challenge yourself, or your team, to

changed? If your financial model doesn’t

make your formulas as simple, rather

rings instant alarm bells.

*

Poor model notes or labelling.
There is so much that needs to
be explained in a model. Key

have easy-to-find boxes to flex key

calculation steps floating around

assumptions then you aren’t getting

with no narrative is a bad sign.

much to show for the blood and sweat

If your financial
model doesn’t flex
key assumptions,
you aren’t getting
much to show for
the blood and sweat
that went into
putting it together

that went into putting it together.

The devil is in the detail
Granularity is important: break your
forecasts down. For instance, how much
of your revenue is contracted in? Unless
the reader can see the layers, they are
unlikely to believe the total.

Forecasting underinvestment
Imagine a hardware chain that told you

*

Macros. Although these can be
clever, they can also hide important
things in ways impenetrable to
the average reader, turning the
model into a real ‘black box’. There
probably isn’t much that your model
needs them for. We’d expect an
experienced modeller to think
carefully before relying on them.

It’s all eminently fixable
None of the issues outlined above

it could double sales without having

guarantees that there will be a

to spend anything on its stores, or

than as complex, as possible. Take one

modelling or forecasting error, but

a distribution centre that kept adding

small logic step at a time. Excel lines

experienced modellers have been

volumes without adding physical space:

are cheap and you should usually use

around the block enough times to

growth costs money. Capital will be

more of them.

know that if we see a model that has

needed to keep the business expanding.

more than a few of these, we’re bound

Constraints on people or trucks or shops

Signs of an untidy mind

to encounter deeper problems, both

will mean you need more of them and

The list of things to be wary of could

with the numbers and the processes

will need to spend. Too often, forecasts

carry on for some time but here are a

they should support. The issues above

miss this consistency of story. The model

few more danger signs:

are our modelling equivalent of a

should include a few key ratios that talk

*

canary in a coal mine.

about asset intensity or the utilisation of
people or machinery.

Random colours and formatting

AB

throughout the spreadsheet. They
may be meaningful to you but

Rob Bayliss and Mark Robson are

will anyone else understand the

part of a team at Grant Thornton UK

Excel spaghetti

significance? Use too many colours

that pulls together beautiful forecasts

Forecasts should read from top to

and they lose their power.

for clients who have important

Formulas you can’t fill left to right.

decisions to make

bottom and left to right like a book,

*
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Speaking truth to power
With the biggest risks hidden at the highest levels, Verra Marmalidou, chairman of IIA
Greece, believes the voice of internal audit needs to be heard at the boardroom table
The eyes of internal auditors should be

and up to date about changes to the

on from the global financial crisis that

wide open and looking in all directions.

risk environment. ‘We need knowledge

plunged Greece into a government debt

So says Verra Marmalidou, chairman of

and awareness of the global as well as

crisis, she is well placed to reflect on the

the Institute of Internal Auditors (IIA)

the local risk landscape,’ she says.

lessons learned. ‘The most significant

Marmalidou’s day job is deputy

risks are hidden at the highest levels

Greece and a board member of the
European Confederation of Institutes

director of internal audit at the National

of the organisation, and it is there

of Internal Auditing (ECIIA). She wants

Bank of Greece (NBG), the country’s

that controls may be weak, that good

internal auditors to be fully informed

second largest by assets. A decade

corporate governance practices may not
always be implemented and that goals
may have short horizons,’ she says.

Ready for action
Internal audit did learn from the crisis.
Marmalidou believes ‘things would be
different’ if a similar scenario arose in the
future because the profession now takes
a holistic approach to risk.
Yet the increase in business and
technology risk and operational
complexity poses challenges for the
financial sector. In particular, the new
regulatory requirements constitute a
considerable financial burden. Greece’s
four largest banks – including NBG –
have reported an aggregate cost of
€5.25bn to comply with new accounting
rules as European stress tests loom.
Marmalidou has a clear response to
regulation. ‘For internal audit in the
financial sector, the challenge is to
avoid becoming an arm of the regulator.
We must meet the expectations of all
stakeholders, who of course include
[regulatory] supervisors.’

‘Internal auditors
need to act like
they are the
shareholders of
the company’

One trend in financial services that
concerns her from the internal audit
perspective is the outsourcing of
business processes. She warns: ‘We
should be careful of internal auditors’
responsibility in outsourcing.’ Is
information taken on trust, or do internal
auditors rely on other auditors, she

30
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wonders, adding: ‘Companies need to
be careful of the wording of contracts

Fail to plan and you plan to fail

with outsourcing providers. The right to

To insulate the business against corporate failure, companies should ask themselves

audit outsourced activities should remain

six internal audit-relevant questions:

inside the business – we should be lifting

*
*
*
*

Does the board pay attention to internal auditors?

*
*

Is the board engaged with ensuring appropriate internal controls are in place?

the veil on outsourcing.’
Marmalidou believes internal audit
needs to take full responsibility for
keeping up to date with technology –
the digitisation of products and services
and the use of artificial intelligence.
But disruption is not the right word to

What is the role of the audit committee in preventing failure?
Does internal audit have an appropriate role, including a seat at the top table?
If internal audit is outsourced, how does the board achieve proper oversight of
its internal auditors?
Where there is a high concentration of risk, who is responsible for managing that
risk and what is the company’s tolerance to the risk concentration?

use here, she says. ‘It is too negative.
Technology combined with critical
thinking by internal auditors should be

This is true not just for the main

governance of the country. Internal

board but its committees and layers

audit is a pillar of good governance and

But that will happen only if internal

of management as well. These, says

should be used.’

audit functions invest in the right skills,

Marmalidou, should be ‘included in

tools and techniques. ‘As the business

our universe to provide assurance.

the long term it must add value. The

environment becomes more digitalised,

Corporate governance is about

business needs to see the point of it.

we need new skills to understand and

the whole management decision-

Marmalidou says: ‘When we report

be able to perform internal audit. We

making process. As a result we audit

findings back to the business we

need to prepare and maintain proper

governance in every area of the

should be sure to draw attention to

personnel.’ She adds that internal

organisation with both a top-down and

opportunities as well as risks. We need to

auditors should not be limited to

a bottom-up approach.’

advise on enhancing good governance,

making a positive impact.’

just one specialism but should be

She believes the relationship with

But if internal audit is to prosper in

changing processes, doing business

able to work across many fields using

external auditors is vital if internal

in a more efficient way and identifying

up-to-date IT skills.

audit is to work properly. ‘The internal

trends and innovative solutions.’ She also

auditor’s approach to the external

advocates benchmarking other internal

specifically about the collapse of British

auditor is crucial,’ she says. ‘We need

audit units in the same sector.

construction giant Carillion in January

to speak to each other, establish

She has advice for individuals on

2018, which prompted inquiries into

a framework of cooperation and

staying relevant too: ‘You should look

the role of many advisers, including the

exchange opinions on the universe of

at the big picture. You need a deep

internal auditors. But she does suggest

risks the organisation faces.’

understanding and knowledge of the

Marmalidou declines to speak

strategic and operational objectives of

questions (see box) that could be asked
in any corporation, and which the board

New model internal audit

the business to be able to concentrate

‘should answer before pointing the

What Marmalidou wants is a

on what is important.’

finger and blaming internal audit’.

transformation of internal audit. For a

In her first job Marmalidou worked

Marmalidou says it is crucial that

start, she wants to see its application

for a large shipping company where all

the internal audit department is

reinforced in public and governmental

staff were encouraged to think and act

independent and can communicate

sectors: ‘Regulatory rules that apply to

like the owner. It has shaped her whole

directly with the board and executive

publicly traded companies in relation

professional approach. ‘Every day since

management. ‘Internal audit should

to internal audit should be applied to

then that thought has been in my mind,’

have a voice at the board,’ she says.

ministries and municipalities across

she says. ‘Internal auditors need to act

‘That seat at the table ensures that

the European Union. The public sector

like they are the shareholders of the

internal audit has a proper role in the

should be conforming to internal audit

company. If we behave like that, we will

company and that boards engage with

standards. Don’t forget that the financial

always be relevant.’

important issues raised by it. Boards

crisis in Greece did not start from the

need to hear from internal audit.’

financial sector; it started with the poor

AB

Peter Williams, journalist
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Game theory
Worth billions globally, the e-sports industry is gaining ground in the Middle East
and Africa, with tournaments being held across the region
Not so long ago video gamers were seen as ‘not having a

‘From a growth perspective, the United Arab Emirates (UAE)

proper occupation’ by parents around the world, but this

and the Kingdom of Saudi Arabia currently stand out as the

group can now earn millions in some regions as e-sports have

markets to watch,’ say Bainbridge and Pahuja, ‘While the

transformed into a billion-dollar business. Market research

UAE has a strong reputation for developing and setting best

and consultancy firm Ovum has predicted that the total value

practices and infrastructure for tournaments of all description,

of the global e-sports market will reach US$1.9bn by 2022,

Saudi Arabia has a large population and its government is now

bolstered by massive popularity among millennials.

also showing interest in e-sports.’

E-sports are organised, multiplayer video game

‘We would highlight the UAE and Saudi Arabia – [they

competitions, particularly between professional players. China,

have] high availability of broadband infrastructure, youthful

the US, South Korea, Sweden and Canada lead in terms of

outward-looking populations and strong sales of PCs in

prize money won. However in other parts of the world the

general but also high-end gaming PCs and dedicated

sector remains in its infancy.

consoles,’ says Liberal.

‘In the Middle East and Africa, there are e-sports

Bainbridge and Pahuja also note that the governments

competitions with money prizes and sponsorships, but neither

of the UAE and Saudi Arabia appear to be taking the lead

are yet at the global level,’ Cristina Liberal, an ICT analyst at

in the region. The Dubai Future Foundation, for example,

BMI Research told Accounting and Business.

wants to develop a purpose-built X-Stadium to hold world-

Still, both regions have significant potential. A relatively young

class e-sports events, while the Saudi Arabian Federation

population, access to technology, high levels of social media

for Electronic and Intellectual Sports and the General Sports

engagement, links to a common language and a solid base of

Authority have also committed to creating an all-inclusive

interested and engaged core sponsors are some of the many

ecosystem around e-sports in the kingdom – from game

reasons why e-sports are making inroads in the Middle East, say

creators, graphic designers, publishers and broadcasters to

Steve Bainbridge, head of sports law & events management

tournament organisers, sponsors and professional players.

at corporate law firm Al Tamimi in Middle East, and Raj Pahuja,
head of corporate commercial in Al Tamimi’s Bahrain office.

‘The recognition of e-sports as an official sport by the
government has helped a lot, especially with parents, and has

What’s all the fuss about?
It is not easy to make an online game

E-sports can be far more entertaining

customers of e-sports are more likely

for audiences than traditional sports

professional players, a key requirement

to accept and embrace the cutting-

not only because of a high level of

of commercial success.

edge technologies which may bring

professional competition, but also

higher digital level and better watching

because of the many funny moments

successful e-sports game: playability or

experience relative to those of

when things go wrong, as well as the

enjoyment, which guarantees a scale of

traditional sports,’ she says.

crossborder nature of shows and the

There are four critical elements to a

players and fans; watchability, including

32

‘Both industry practitioners and

that will be popular with amateur and

Because e-sports are typically

global reach of e-sports stars.
What’s more, unlike the long-term

screen and pace; a highly competitive

played online, they have to be

and balanced competition mode;

accessible on mobile devices and

stability and rules of traditional sports,

and a usable networking system with

be suitable for live streaming so

the most successful games have to

a reasonable matching mechanism,

that customers can play anywhere

keep changing to ensure users – the

says Zara Zhang, consulting associate

and any time, which leads to higher

customers – maintain a continuous

director at Deloitte China.

customer retention.

sense of freshness and enthusiasm.
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Video game championships, such as this one in Seoul,
South Korea, are growing in popularity.
The technology infrastructure is

improved the overall reputation of

also making strides.

gaming in society,’ says Reza Babaei,

‘For one, Liquid Telecom, the ISP

head of the secretariat at the Iran
eSports Association. ‘Also, it has
brought faith to the athletes that
they’re doing a more serious job.’
‘The number of players in the
region is rising. Currently, Iran and
Saudi Arabia have massive numbers
of players and these countries and
also Lebanon and Jordan have had
international achievements in term
of professional e-sports titles,’ says

subsidiary of Econet Wireless and

‘The number of
players in the region
is rising. Currently,
Iran and Saudi
Arabia have massive
numbers of players
in this field’

owner of sub-Saharan Africa’s largest
multi-market fibre-optic backbone
network, is driving the rise of gaming
and e-sports across [the region],’
says Liberal. Under a five-year
initiative, Liquid Telecom is running
and supporting continent-wide
launch pads, forums and training
sessions for game developers.
‘Countries that stand out in Africa

Babaei.

include South Africa, Kenya, Uganda

Africa has also been touched by
the rise of e-sports. The African Gaming League held its first

and Nigeria – [these have] high smartphone penetration (with

tournament in August 2016 in four cities in Nigeria – Lagos,

the exception of South Africa) and high levels of engagement

Port Harcourt, Uyo and Abuja.

with e-commerce and digital monetary transactions/

Meanwhile in September 2016, Kwesé Sports, Econet
Media’s premium sports content platform, signed a five-

payments,’ says Liberal.
However, in the absence of a sound regulatory system,

year deal with the world’s largest e-sports company, ESL, to

e-sports event organisers are still getting their bearings in the

distribute content and host events across Africa. This led to

Middle East. ‘We have seen particular strength in e-sports at

the first continental eSports championship in Africa and the

the grass-roots level although there is still work to do at the

region’s first 24/7 eSports channel, Kwese Gamer.

more elite level,’ say Bainbridge and Pahuja. ‘A number of

June 2018 Accounting and Business

INT_I_esports.indd 33

33
16/05/2018 14:21

problem is resolved for now but may come back in other ways.’
Bainbridge and Pahuja say: ‘Governments around the region
are both security conscious and vigilant in protecting public
morality from inappropriate content, so review mechanisms
should be tailored to minimise inconvenience in the
transmission of online content between various jurisdictions.’
Nonetheless, they add, ‘None of these issues create
insurmountable challenges. In fact, the recent record of
rapid growth and flexibility in other dimensions of sports and
events activity in the Middle East suggests it could be an ideal
location from which to lead global e-sports growth.’
As for Africa, Liberal believes the main obstacle there is
the lack of funding and spending capacity, as well as the
lack of reliable high-speed internet that would allow players
to compete with other regions at the same latency levels.
She adds: ‘In general, the biggest obstacle for both regions
is the lack of sponsors, promotion, regular competitions
and infrastructure to compete at the level of Europe, North
successful events have been held, yet coordination between

America and Asia.’

various leagues and event organisers has been elusive.’
This has given foreign companies a chance to tap into the

Role of accounting

market. Alisports, an arm of China’s technology conglomerate

As in any fast-growing technology-related sector, there are

Alibaba Group, organised its first international e-sports

opportunities for accounting and financial professionals.

championship tournament, World Electronic Sports Games

The most common sources of revenue in e-sports are

(WESG), in 2016. This saw participants from 12 Middle Eastern

spectator tickets, deals for streaming and televising events,

countries and a total prize pool of over US$5.5m. Alisports

product placement, sponsorships, merchandising and

started domestic recruiting for the third WESG in May.

advertising. The industry needs plenty of support in marketing

‘For the previous WESG, even though Iran joined the event

analysis, consumer insights, loyalty management, strategy

very late and [the organiser] couldn’t promote it very well,

planning, business model design, risk management and even

there was still a registration record of around 120 Dota 2 teams

human resources management.

and 80 Counter-Strike: Global Offensive teams,’ says Babaei,
referring to two of the more popular competition games.
Currently, competition organisers and leagues set their own

‘For e-sports startup companies, we can give them input in
terms of how to work out a successful business model, build
up the projections, [complete] business plans, and provide

rules for amateurs, which can vary greatly, but the E-sports

valuation services when they go out to the capital markets,’

Integrity Coalition signed up E-sports Middle East as a

says Cecilia Yau, China and Hong Kong Entertainment &

member last year.

Media leader at PwC. ‘Accounting firms can also help during

E-sports may also need larger audiences to grow. ‘UAE has
good infrastructure for everything and the presence of national

the negotiation process with the investors.’
Babaei has not as yet seen demand for accountancy services

investors and sponsors is great, especially in terms of prize

from the sector. However, he says, ‘I think sooner or later

money,’ says Babaei. ‘Their only problem is that the number of

e-sports companies will need accounting firms as it already

audiences is still very limited.’

happened for many big names in the market,’

Another key issue is the Islamic moral code. The Ministry of

‘I think for e-sports, it will be a B2B demand more than the

Culture and Islamic Guidance banned video game Dota 2 due

B2C model, except the pro athletes who have contracts with

to concerns over its appropriateness and the portayal of female

their teams and their sponsors,’ he adds. ‘In the B2B model,

characters. This has led to changes in some game sprites – two-

beside the e-sports organisations, there should be many

dimensional graphics that are integrated into a scene.

people who need accounting services such as organisers and

‘Cooperation from the game publishers on sensitive issues

involved sponsors.’

AB

like this will make things much easier and help the community
to be active and gain more audiences,’ says Babaei. ‘The
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Complex compliance
A study of 94 jurisdictions ranks the Cayman Islands as the most straightforward for
businesses to achieve financial compliance and China as the most complex

The world’s toughest

Four pillars of complexity

Ease of compliance is a key factor when

The survey covered 50 jurisdictions in EMEA, 25 in the Americas and

setting up a business overseas. TMI Group’s

19 in Asia Pacific. The complexity ratings covered elements such as

Financial Complexity Index 2018 puts China

accounting and tax regulations, financial reporting requirements,

in the unwanted top-of-the-table spot for

VAT and corporate income tax registrations, the risks associated

complexity, although Hong Kong was ranked

with non-compliance, and the impact of technology on compliance,

91st out of the 94 jurisdictions covered. The

aggregated into the four overarching parameters listed in the graphic.

Cayman Islands was ranked least complex,
followed by fellow offshore locations the

Most and least complex by each complexity parameter

British Virgin Islands and Jersey.

Most
complex

Complexity
rating

Global
average

Least
complex

Complexity
rating

South Africa,
Germany

80%

61%

Cayman Islands,
Afghanistan

22%

Venezuela

71%

49%

Cayman Islands

0%

China

89%

57%

US

18%

Mexico

78%

46%

Cayman Islands

16%

Top 10 most complex jurisdictions for
accounting and tax compliance
Compliance

01

China

02

Brazil

03

Turkey

04

Italy

05

Argentina

06

France

07

Bolivia

08

Colombia

Tax

Reporting

Bookkeeping

Complexity basket by region
TMF Group’s experts were asked to rank in order of importance the
following areas of complexity that would face an international company
when setting up in their local market.

09

Mexico

10

Russia

Areas of complexity

Tax compliance
Risk of non-compliance
with local regulation

EMEA

15% 15% 14% 15% 13% 13% 15%
Americas

More information
Download the report The Financial
Complexity Index 2018: Meeting the global
challenge of local accounting and tax
compliance at tmf-group.com/FCI2018

16%

17%

Accounting complexity
Technology impact

18% 13% 12% 12% 12%

BEPS and
transfer pricing
Cybersecurity/
data privacy

Asia Pacific

13% 18% 13% 15% 14% 13% 15%

Other
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Russian roulette
The World Cup is a money-spinner for Fifa, but scandal and politics threaten to
scupper the football governing body’s bonanza from this month’s tournament in Russia

F

ifa’s decision to award Russia the 2018 World Cup

tournament infrastructure, to enjoy the event. To compound

has the potential to hit football’s governing body

the commercial difficulties, the US failed to qualify for the

where it hurts the most – in the pocket. When the

tournament. Sports industry analysts say that Western business

tournament kicks off in Moscow on 14 June, it is hoped

groups are also looking to avoid the potential reputational

that the excitement of the event will

damage of being associated with a

overshadow problems off the pitch

scandal-hit organisation.

that could make the tournament a

Fifa has been striving to restore

major financial and PR headache.

its reputation following the scandals

High-profile names Castrol and
Johnson & Johnson pulled out of
sponsoring an event that has been
tainted since Fifa’s controversial
2010 award of the 2018 and 2022
tournaments to Russia and Qatar
respectively. Sony and Emirates
decided not to renew their contracts
when they expired at the end of the
tournament in Brazil in 2014.

In previous
tournaments,
the vast majority
of advertisers
have been signed
up at least 18
months before
the first match

associated with the reign of its
former president Sepp Blatter. But
for now at least, Fifa’s brand remains
toxic, with court cases in New York
last year presenting a picture of
widespread bribery and corruption.
As Accounting and Business
went to press, Fifa had filled only
14 of the total 34 sponsorship slots
available, although 12 of the 14
slots in the top two sponsorship

Claims of state-sponsored doping

tiers (the most lucrative) had gone.

in Russia and the diplomatic rift
with the West have contributed to a toxic mix that has put

Adidas, Coca-Cola, Gazprom, Qatar Airways and Visa figure

off a number of potential sponsors. Many senior dignitaries

among the seven takers to date of the eight top-tier slots, and

from the West will not be attending, leaving well-connected

Budweiser and McDonald’s are among the five takers of the six

Russian businessmen, many of whom helped build the

second-tier slots. The third and lowest tier of sponsorship has

Cup that runneth over
The team that wins the 2018 World Cup will receive US$38m in prize money after Fifa boosted
the prize payouts to record levels. A total prize money pool of US$400m represents a 12%
increase on the US$358m paid out to teams in 2014, when winners Germany received US$35m.
The money is paid to each nation’s football association, which in turn will have negotiated
financial agreements with their own players connected to appearance fees, success-related
pay, sponsorships and commercial activities.
Gianni Infantino says the prize money increase represents ‘a positive sign in terms of the
healthy financial situation of Fifa’, despite the organisation’s ongoing losses.
Each competing team is being paid US$1.5m to cover their tournament preparation costs.
Once in Russia, each of the 32 teams is guaranteed a participation fee of US$8m. Progressing
to the first knockout stage boosts that to US$12m, while a quarter-final finish is worth US$16m.
The two teams competing in the play-off for third place will share US$46m, with the victor
taking home US$24m. The beaten team in the tournament final can console themselves with a
US$28m prize payout – a US$3m advance on Argentina’s prize money as beaten 2014 finalists.
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most absentees. In previous tournaments, the vast majority of

Fifa’s finances

advertisers have been signed up at least 18 months before the

According to its latest accounts (for the 2017 financial year),

first match.

Fifa reported a net loss of US$192m. Total revenue for the

The US$2.6bn profit generated by the World Cup in Brazil

2015-18 financial period is forecast to be US$5,656m – a rise of

cemented Fifa’s position as one of the wealthiest governing

5% on the previous cycle – and 98% of total budgeted revenue

bodies in world sport. Income for the 2014 tournament

for the financial cycle has been contracted.

included US$2.4bn in TV rights fees, US$1.6bn in sponsorship
and US$527m in ticket sales.
But Fifa believes it is getting back on track. On the
publication of its 2017 financial year report, its president,

The sale of television broadcasting rights represents the
biggest source of revenue (53%), followed by marketing rights
(26%), and hospitality rights and ticketing (10%).
In line with IFRS 15, Revenue from Contracts with Customers,

Gianni Infantino, declared: ‘We had committed to restoring

US$614m was recognised as the annual revenue for 2017, up

trust in the organisation and boosting investments for the

from US$544m in 2015 and US$502m in 2016.

development of football worldwide. This is now a reality.

Unlike previous accounting practices, IFRS 15 leads to a

Today, Fifa’s financial situation is very solid thanks to the

later pattern of revenue recognition because the main driver

growing interest from our partners.’

of Fifa’s revenue – the World Cup – takes place at the end of

While the chances of Fifa making 2014-scale returns on

each four-year cycle.

this year’s World Cup seem remote, the body has secured
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crucial financial backing and support from several Chinese
companies. Smartphone maker Vivo has agreed a deal said to
be worth around €65m a year to sponsor Fifa tournaments up
to the 2022 World Cup, real estate and leisure conglomerate
Wanda reportedly took up a deal worth US$80m a year, while
consumer electronics brand Hisense signed for an undisclosed
amount. Electric-powered scooter company Yadea and China
Mengniu Dairy have also completed sponsorship deals.
Simon Chadwick, professor of sports enterprise at Salford

World Cup 2018 in numbers
64

Number of games to be
played in 32 days

12

1930

Number of stadiums hosting matches

First tournament (Uruguay)

5

Business School in the UK, says:
‘Fifa acknowledges that Chinese
companies have plugged its

Most World
Cup wins
(Brazil)

finances at a time when it is
struggling financially. But there is
also acknowledgement in China that
companies have taken advantage
of Fifa’s precarious situation. China
aims to become a leading football
nation by 2050. There is a desire
to exert pressure and influence on
the organisation to host a World
Cup. China also wants the likes of
Wanda and Vivo to be part of the

32

‘There is
acknowledgement
in China that
companies have
taken advantage
of Fifa’s precarious
situation’

global narrative, in the same way
as McDonald’s and Coca-Cola.
Sponsoring the World Cup helps achieve these aims.’

Number of
teams competing

3.2bn

Total at-home
audience for 2014
tournament

12

Most goals in
a tournament
match
(Austria 7-5
Switzerland,
1954)

16
Most goals scored
by a player at a
tournament (Miroslav
Klose, Germany)

According to Fifa’s annual reports, revenues from
commercial and marketing deals related to the 2018 World
Cup were US$246m in 2015, down from US$404m in 2013. A
lack of sponsors, alongside the huge legal costs related to
corruption probes, contributed to Fifa reporting a US$391m

5

Most tournaments a player has played
in (Antonio Carbajal, Mexico, 1950-66;
and Lothar Matthäus, Germany, 1982-98)

pre-tax loss in 2016. The organisation posted a restated
US$117m shortfall for 2015.
The football body’s accounts for 2017 show a net loss of
US$192m, although they also reveal that 98% of revenue
contracts have been signed for the full-cycle budget for

3,568,567

Tournament with highest total
attendance (US, 1994)

2015-18. Reserves have fallen from US$1.34bn in 2015 to
US$1.05bn in 2016 and US$930m in 2017.
However the new revenue standard implemented by the

seven times the original estimate; it opened nine years late

governing body (IFRS 15) means the vast majority of revenue

and caused controversy over lax labour laws and the use of

and expenses related to the tournament will be allocated to

low-paid North Korean labourers.

the current financial year, which ought to produce a very large
surplus in the next set of accounts.
The Russian government has confirmed that the cost of

While Fifa doesn’t have to pay any of these costs, analysts
believe the tournament will not perform as well as in 2014. So
the 2018 accounts will make for fascinating reading when they

hosting the event has risen to US$11.8bn. The funding comes

are released next year. Before then, the focus will be on Russia

mainly from the federal budget, which makes up 57.6% of

and the dramas that unfold during an extravaganza of football,

the sum. A further 28.8% was raised by private and state-run

off the pitch as much as on it.

AB

companies, and 13.6% comes from regional government
budgets. St Petersburg’s stadium alone cost around US$70m,
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Alex Miller, journalist
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Risk’s reward
In this fourth article in a series by ACCA and PwC on the digital CFO, we look at how
technology can help put the CFO front and centre of the organisation’s risk strategy

D

isruption in today’s business environment offers CFOs

affordability, and the underpinning strategies here depend

an opportunity to reappraise their organisation’s risk

heavily on data analysis and artificial intelligence.

agenda and the role they can play in shaping it.

Although enterprise risk management is the responsibility

CFOs need to present a holistic view of the organisation’s
risk exposure in communications with C-suite colleagues. They

of the board as a whole, CFOs have a big role to play. CEOs,

need to show an understanding of key emerging risks, their

according to PwC research, see cybersecurity as the top risk,

relationship to core business goals, and the processes in place

and it is one that impacts CFOs directly, as cyber attacks can

to track and report on risk and business performance. Risk

damage the integrity of data and financial reporting. With

management techniques also need to be less reactive and

many organisations subject to greater regulatory complexity

focus more strongly on planning for a positive outcome. This

and external scrutiny over their operations and societal

type of proactive risk management depends on the effective

impact, the CFO’s perspective is key in finding ways to turn

use of data and analytics to identify trends more quickly and

compliance burdens into brand advantages.

improve the understanding of what is driving them.

Pressures to report business performance more quickly
and in new formats also require CFO leadership. The move

Impact analysis

to the cloud and the rise of social media both present new

Making data (financial and non-financial) widely available is

technology and reputational risks that must be understood

also key in breaking down barriers and giving better insights

and managed. What’s more, future business growth is

into performance. Organisations need to consider the societal

strongly linked to technology-enabled product enhancement.

impact of not just large but also seemingly small decisions.

Customer demand is stimulated by variety, personalisation and

External parties are increasingly interested in the impact of
corporate decision-making on infrastructure, employment, tax

The CFO’s risk imperatives

contribution and climate change.
CFOs are uniquely positioned to be at the centre of the data

CFOs and their finance teams need to:

and analytics agenda. When the finance function is responsible

*

recognise the benefits of getting involved in managing

for data governance, it brings a shared and consistent view

complex, strategic risks across the organisation, and not

of data for decision-making to the organisation. Similarly, the

limit themselves to financial reporting risk only

skills necessary for performing data analysis and developing

work collaboratively with others across the organisation to

insights can be found within the finance team.

*

understand and manage risk (for example, with strategy

By aligning risk management with strategic performance,

teams, operations and customer-centric teams)

CFOs and their finance teams can reinforce the importance

*

drive the use of analytics to help identify and manage

of the CFO role and help establish an intelligent risk culture

risks, embracing new tools and technologies to do so

throughout the organisation.

*

assess risks to manage potential downside impacts

AB

and to identify and capitalise on opportunities to drive

Jamie Lyon, head of corporate sector for ACCA, in

commercial advantage for the organisation.

collaboration with Brian Furness of PwC, and Jens Madrian,
CFO/COO of Reactive Technologies
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Innovation is key
CFOs must go beyond the numbers and tough financial questions – championing
innovation is now a key function of their role, says Mithran Doraisamy

C

hief financial officers must drive innovation. This

the business model and value chain, from products, brands

is particularly important in this so-called fourth

and online channels to new engagement and revenue models.

industrial revolution that is led by rapidly maturing

These types of innovation affect both revenue and cost.

and converging technology. Driving innovation, as opposed

Then there are different extents of innovation. Initiatives that

to merely enabling or supporting it, means that CFOs should

feature just one or two types of innovation and are close to

be held responsible, even though someone else in the

what the business is currently doing are generally seen as core

business may be ultimately accountable for it. CFOs must

or adjacent innovation, of an evolutionary nature, and offering

also fully immerse themselves in innovation. Boards and chief

lower risk and lower return.

executives should judge them by the corporate innovation
output as well as the CFO’s own innovation outcomes.
Is this an odd assertion? Consider that CFOs are the
stewards of profitable long-term growth and are the first of

Initiatives that stretch a business further away from its core
capabilities typically feature multiple types of innovation.
These are disruptive or revolutionary and can transform
industries, but can be harder to execute.

their peers to grasp the financial trends and implications

CFOs should ensure that the balance of such initiatives

across the company. They are also the first to understand

reflects the circumstances of the company, with appropriate

key financial risks and opportunities, and they hold the purse

focus on the areas of need, such as new customer

strings for investment that could combat disruption and

engagement models. While the corporate strategy typically

provide new opportunity.

serves as a guardrail, CFOs often need to set targets at a

In addition, CFOs are often closest to the market and
understand market expectations and the boundaries that will

more discrete level to ensure that the most important types of
innovation for the company are pursued.

guide trade-offs. They also run the planning and budgeting
processes for both profit and loss budgeting and capital

Supportive climate

expenditure, which affect how innovation is encouraged and

Initiatives aside, innovation also requires an approach and

funded in corporations. Further, they are often also in charge

an ecosystem to support it. The approach could involve

of corporate strategy and/or IT, both core drivers of innovation.

deploying a variety of methods, such as agile design thinking,

In a stable environment, many CFOs can afford to adopt a
laissez-faire approach to innovation. However, the uncertainty
of the current environment does not allow them to adopt a

hackathons and accelerators; the ecosystem may include
ensuring that the collaboration platforms are in place.
While the innovation officer may be accountable for

passive position. Their peers are

constructing the innovation

calling out for leadership and CFOs

ecosystem and portfolio, the CFO

must respond accordingly. There are

has a legitimate and important role

five ways of doing so.

in providing guidance and support.

First, develop a balanced and

Setting targets for each category

aligned portfolio of innovation
initiatives. Innovation is often
viewed as being disruptive and
transformational, a high-reward
activity that is typically high risk.
There is a role for the CFO to ensure
the risk and rewards are balanced.
This covers both the type and extent
of innovation initiatives.
Innovation types cover all parts of

40

of innovation by business unit and

With innovation
being vital, it’s time
for all CFOs to make
the leap from
bean counters to
bean sprouters

function is one way a CFO can
ensure that the right mix of initiatives
are present and that new revenue,
new business models and lowercost models are being pursued
across the business.
Second, deploy nimble funding
processes that support innovation.
Funding is one of the biggest
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banes of the lives
of innovators. Some
of the issues arise from
legitimate concerns, as
innovation funding should not
be a bottomless well. However,
others present real challenges,
particularly regarding the rigidity and
annualised nature of funding.
CFOs need to ensure that funding processes
are in sync with contemporary short-cycle
approaches to innovation and development. This
means setting funding stage gates that match the agile
methods being used, and leaving sufficient funding for

and outsourcing and offshoring.
Nonetheless, the maturing and
convergence of technology holds much promise
for further improving the efficiency and value of the
finance function. It is imperative that CFOs innovate their
own function to maximise the value of their role as well as to
show innovation leadership.
A technology such as robotic process automation drives the

iterations once the minimum viable product is produced. New

automation of manual processes in financial processing areas

approaches to funding agile projects are being refined, and the

and, critically, can offer returns on investment. Blockchain also

CFO should determine what works best for their organisation.

has the potential to streamline trust-based transactions and

Transparent but nuanced funding rules are set for the

offer productivity benefits.

different types and extents of innovation. For example, CFOs

Non-technological innovation can yield significant

may choose to ask business units to self-fund all evolutionary

improvements too. In large companies, simplifying the

innovation out of budgets on the basis that much of the

budgeting process (sometimes a bloated six-month process

innovation should generate same-year returns. But they

that sucks energy out of an entire organisation) can improve

may hold special funding aside for the bigger bets: the

outcomes and release energy for more creative endeavours.

revolutionary innovation.
There are no set answers for funding innovation, but CFOs

As for increasing value, analytics (typically cloud-based)
and cognitive technologies (artificial intelligence) provide

need to structure it carefully to promote innovation with the

significant opportunities for finance to offer new insights into

appropriate level of governance.

the business that were hitherto unavailable. This can extend

Thirdly, focus on securing the portfolio benefits. Ultimately,

from growth and cost trends to risk management.

innovation is expected to create real value. But this applies at

Finally, be hyper-aware and ask strategic questions. If one

the portfolio level and not on a per project basis, where there

of the biggest issues for innovators is funding, then the other

needs to be sufficient licence to fail fast on smaller projects.

main problem is trying to convince uninitiated executives of

This fosters a culture of risk-taking and leverages learning for

future opportunities and getting them to focus beyond current

future successes.

issues. CFOs have been part of this challenge.

The focus on securing benefits must therefore be nuanced

In this rapidly changing landscape of new business models

appropriately to achieve both the financial and other

and new-use cases for maturing technology, CFOs can add

objectives around risk-taking and culture. For early stage

the most value by being hyper-aware of external environments

innovation, the focus should be on the indicators of progress,

and trends. This will allow them to move beyond asking the

while for later-stage innovation, when funding and resource

tough financial questions; it will enable them to seek more

levels rise, a focus on outcomes is key.

holistic solutions and innovations, and test whether the best

Again, there are no rules for CFOs to follow. However,
financial returns fall squarely within the CFO’s mandate and

innovation approaches are being deployed.
With innovation being so vital to future success, it’s time for

they are expected to pay particular attention to this.

all CFOs to make the leap from being bean counters to bean

The fourth way of demonstrating leadership is by

sprouters. CEOs, board members and shareholders would be

transforming the finance function. As a function, finance has

wise to insist on this transformation.

AB

been widely disrupted over the past 20 years, particularly with
the introduction of enterprise resource management systems,

Mithran Doraisamy FCA, consultant
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The moral maze
In law, corporations are people, yet they feel no empathy, guilt or remorse. Tim Dean
considers whether they could, in fact, helpfully be described as psychopaths

P

sychopaths – those extremely rare people such as

a bank or wondering if a health insurer has its customers’ best

US serial killer Ted Bundy – are typically intelligent,

interests at heart. But when the machinery of psychology is

personable and disinhibited, and have an alluring aura

used to judge a corporation’s moral character, it can start

of confidence. Yet they also lack feelings of empathy, guilt

looking a lot like a psychopath, as law professor Joel Bakan

and remorse. That seemingly minor emotional quirk has a

argues in his book and film The Corporation.

dramatic impact on the way they behave, often leading to

For a start, corporations feel no empathy, guilt or remorse.

anti-social behaviour. In fact, psychopaths are around 25

And many are explicitly established to generate a profit, so

times more likely to serve prison time than non-psychopaths.

they primarily serve their own interests. Many of the altruistic

However, psychopaths are not incapable of moral reasoning.
Multiple studies have found they are particularly adept at
certain types of moral thinking, particularly those that balance

acts committed by corporations may seem primarily motivated
by a desire to cultivate a positive image with their customers.
What, then, do we make of a corporation that does things we

the consequences of actions. So where non-psychopaths

consider bad even if they’re legal – such as selling a product

might experience revulsion at intentionally killing one person

known to be addictive and deadly, dispensing with loyal staff

to save the lives of several others, psychopaths are far more

in favour of outsourcing to countries with far lower labour

likely to dispassionately favour the needs of the many over the

standards, or cutting costs by lowering safety rules? Right now

needs of the few. They make good utilitarians.

energy companies are being criticised for hastening climate

The other thing psychopaths are good at is ‘pretending’

change that could impact millions of lives. And multinational

to be good. Even without feeling genuine empathy, they

corporations are being condemned for profit shifting and tax

can behave in seemingly altruistic ways, although closer

dodging. So this is far from an armchair concern; it has real

examination shows they do so only when they believe they

effects on how we expect corporations to behave.

have something to gain. They might help someone only
because they expect future reciprocation, or work to build

Mr and Ms Corporate

trust so they can exploit it down the track. Psychopaths also

One approach is to swallow the corporations-as-people

make great Machiavellians, able to cleverly negotiate Game

analogy whole and treat them as fully fledged moral persons.

of Thrones-style political environments. This is why they are

After all, if morality governs the actions of rational beings and

often thought of as morally deficient: a judgment of moral

if corporations effectively act as rational beings, then why

character looks beyond an individual’s actions to determine

shouldn’t morality govern the actions of corporations?

their intentions and feeling.

In the words of US philosopher
Peter French, who championed this

Corporate character

idea in the 1970s, ‘corporations can

Now consider a corporation.

be full-fledged moral persons and

Composed of many people, it is
legally treated as a person too
so that it can do things like own
property, open bank accounts and
buy and sell goods in its own right.
Yet we also relate to corporations
as if they are singular entities,
rather than agglomerations of
workers. Sometimes we even
anthropomorphise the corporation
– ‘hating’ a phone company, ‘liking’

42

Lying isn’t illegal.
Neither is being
rude, cheating on
your partner or
leaving the pub
before it’s your turn
to buy a round

have whatever privileges, rights and
duties as are, in the normal course of
affairs, accorded to moral persons’.
So when a corporation pollutes, it’s
a bad corporation and deserves to
be punished, just as an individual
rolling a barrel of toxic waste into a
waterway would be.
It’s a view embraced by many. But
the analogy with ‘real’ moral persons
breaks down pretty quickly. For one
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thing, we can write a corporation into existence by creating

that ethics is about maximising our ability to satisfy our desires

a charter, but no protesters rise up to call us monsters when

and that an open market is the optimal way to do so, thus free

we ‘kill’ it by dissolving the corporation entirely. And while it

markets are inherently ethical – a fairly contestable argument.

makes some sense to say a corporation has interests, values
and goals, it makes less sense to say it has thoughts and

Machiavelli Inc

feelings or ‘cares’ about any of these interests, values or goals.

Even if corporations don’t have full moral agency, people do.

As Australian philosopher RE Ewin has written:

And people work for corporations, write their charters, fill

‘Corporations, unlike the people who run them, have no

executive chairs and own their shares. They are moral agents

emotional life. Corporations operate at the level of reason and

and can influence the corporation from within, such as by

requirement, but they do not get angry at being mistreated,

embracing the triple-bottom-line accounting framework.

they are not sickened by tales of the squalor in which some

People also interact with corporations, buy their products

people have to live, and, generally, they simply do not have

and seek their services. Even if we view corporations as moral

the emotional life required of a being that is to care about

agents, it doesn’t necessarily change how we should interact

things as things must be cared about if one is to possess a

with them. We can still choose to reject one corporation and

virtue.’ This is why some people consider corporations to be

do business with another if we prefer its values.

moral actors only in a limited sense, with rights and duties that
extend only as far as their legal obligations, but no further.

Corporations are prudent to take these things into
consideration and adjust their practices as necessary. We

Lying isn’t illegal. Neither is being rude, cheating on your

shouldn’t fool ourselves that all corporations engaging in

partner or leaving the pub before it’s your turn to buy a round.

charity work or promoting environmental sustainability are

Many acts are legal yet immoral, so you have to think about

doing it out of pure magnanimity. But it might be worth

whether you’re happy with the idea that corporations are

ignoring their intentions if the outcomes are to our liking.

bound in their behaviour only by the strictures of the law.
Some have been very happy with that arrangement. Milton

So as long as corporations act rationally and in accordance
with the law, and we can choose to interact with those that

Friedman famously wrote: ‘There is one and only one social

reflect our own values, it may not matter if they are chasing

responsibility of business – to use its resources and engage

their own self-interest. Corporations aren’t people, so perhaps

in activities designed to increase its profits so long as it stays

we should judge them for what they are, rather than what

within the rules of the game.’ So it’s a big no-no for executives

psychology tells us they are.

AB

to go off on ethical crusades that put a dent into profits.
The weakness in this argument is the same one that exists
in many of Friedman’s arguments: it’s predicated on the idea

Tim Dean is a Sydney-based philosopher and writer with a PhD
in ethics from the University of New South Wales
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Building your profile
As you progress through your career, you need to draw on different skillsets to gain more
senior roles. Our talent doctor Rob Yeung offers advice on networking to get ahead
As you start out on your career journey,
getting your first handful of promotions
should be relatively straightforward.
If you do your work dependably and

Better networking
Watch Dr Rob Yeung’s video on
networking tips for everybody at
bit.ly/Y-networking

take enough initiative to be recognised
as a helpful contributor to the team,

get involved in industry groups and

organisation’s hierarchy.

associations. If you work in, for example,

Moving from junior into middle

CPD

One way to raise your profile is to

you should quickly ascend within your

the pharmaceutical or construction

management often requires a slightly

sectors, then don’t just join the relevant

different skillset. One key behaviour

industry body, make it a priority to

related to faster promotion is internal

contribute too. Volunteer to take a

networking: establishing relationships

lead role in organising industry events.

across your organisation to enable you

Offer to take part in panel discussions.

to draw upon the resources of other

Put together presentations on notable

teams and departments.

projects you have completed within

Transitioning from middle into senior

your organisation. Approach people you

management may require yet another

admire and ask them to speak at such

shift of focus. Business school research

events too.

suggests that your progress at this point
can be accelerated by building your

Sharing your perspective

external profile: making yourself known

Get in touch with the editors of

and establishing positive relationships

relevant magazines and newsletters,

with other professionals outside of your

and offer to share your perspective on

organisation, both within your sector or

an industry-wide issue or opportunity.

industry and outside of it.

Even if you cannot write for professional

When I am coaching individuals

Establish
relationships
across your
organisation to
enable you to draw
upon the resources
of other teams and
departments

44

publications, at least show that you have

who are seeking a more senior

an intelligent point of view on the more

role, I find that most understand

business-minded social networks, such

intellectually the need to build their

as LinkedIn and Twitter.

external profiles, but have sometimes

Alternatively, consider creating your

found excuses for not doing so. If

own small-scale events. Invite several

you are genuinely keen to succeed,

close contacts together for a discussion

consider the conclusions reached by

on a topic you would all find useful.

researchers in a wide-ranging review

Then expand the size of the group by

of studies on profile building. Carter

asking each individual to bring with

Gibson and colleagues at the University

them at least one other person who is

of Oklahoma found that networking

new to the others. That way, you use

externally ‘leads to increased

people that you know to introduce you

visibility and power, job performance,

to other professionals.

organisational access to strategic

Building a public profile in itself may

information, and career success’.

afford you some further opportunities.
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For example, people may invite you to

Dr Rob’s talent clinic

participate in further public forums or

Q

even approach you with job offers.
However, the most successful
profile builders use their visibility

of work. I like my colleagues, but I

with other individuals. When you

have young children and would prefer

are speaking at a conference or

to spend time with my family. Two of my colleagues

contributing to a panel discussion,

have been promoted ahead of me, but I know I’m

everyone in the audience should
time immediately after such events
to approach people you would like to
know better.

most people socialise and go

drinking together frequently outside

to cultivate new relationships

be receptive to you. So use the

I work in a company where

technically just as good as them. What can I do to secure

A

that next promotion?
It’s a universal truth that people like to work with people they like.
Imagine a hypothetical situation: you need a plumber to fix a leaky

tap. You know two plumbers who seem to do equally good work, but you’re on much

When you do initiate conversations

friendlier terms with one. Who would you call first? Most managers in the workplace

with new people, aim simply to build

try to make fair decisions that are in the best interests of the business and as many

a degree of rapport and get to know

people as possible. But managers are only human and tend to be swayed by who

them. Avoid promoting yourself too

they like more. If your manager thinks that both you and one of your colleagues are

assertively. Instead, spend more

more or less equally qualified – but your manager likes your colleague more – then

time listening than talking. Focus on

of course your colleague will get promoted.

other people’s needs and interests.

Sometimes managers are unfair and promote favoured individuals even when
those candidates may actually be poor at their jobs. But the point is still the same:

challenges are they facing?

having good relationships with colleagues and decision-makers really matters.

Not everyone will want to stay in

That may be an uncomfortable reality, but rather than gripe about the unfairness

touch with you. But if you keep track

of life at work, I’m afraid you must make a choice. Are you willing to invest at least

of people and make an effort to stay in

some time socialising with your colleagues, and building strong personal and

touch, you will turn at least some of the

professional relationships with them? Or are you willing to sacrifice – or at least

people you meet into useful contacts,

deprioritise – your career advancement to put your family first? That’s a decision that

allies or even friends. Together, you

only you can make.

may be able to share industry insights,
best practices, recommendations and

Tips for the top

occasional career opportunities too.

I often advise frustrated job hunters who are applying for jobs, but not being invited

Building your profile and network of

to interviews. One reason for this is overreach: applying for roles for which they

external relationships may not be an

don’t have the skills, qualifications or experience. Unfortunately, people rarely spot

explicit part of your job description, but

overreach in themselves.

that does not make it any less essential
to your career success.

AB

CPD

What brings them to the event? What

If you are sending out applications but not getting at least some interviews,
then seek help. Ask a knowledgeable associate who knows about your industry to
comment on the strength of your written applications. However, I

Dr Rob Yeung is an organisational

do emphasise that this should be a well-informed individual

psychologist at leadership consulting

who can offer you proper business insight rather than

firm Talentspace: talentspace.co.uk

merely a supportive friend who will offer you sympathy.

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

If together you decide that you are a sufficiently
strong candidate, then rewrite your CV and
supporting documents. Avoid simply listing all of your
duties and responsibilities. Edit your applications to
remove mention of the less important work you do.
Then highlight major achievements by adding more
detail about them so that employers take notice of you.
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Culture shock
One of the biggest achievements for any corporate leader is instilling a culture that
can deliver long-term value creation, but there are few shortcuts for getting there
Good corporate culture is crucial to

46

Getting it wrong can prove disastrous.

Since the financial crisis there have

the success of most companies, as it

Many of the banking collapses of the

been efforts to codify good corporate

encourages behaviour that supports

global financial crisis a decade ago

culture. ACCA has recently launched a

the achievement of organisational

can be traced to a failure to implement

tool to help organisations assess their

objectives. But one of the biggest

effective processes and procedures

culture and initiate a positive change

challenges for business leaders is

aligned with corporate objectives.

(see bit.ly/ACCA-GovTool).

successfully nurturing a culture over

Bankers’ bonuses were the most

the long term.

obvious demonstration of this mismatch.

Elsewhere, Win Bischoff, chairman of
UK governance regulator the Financial
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Reporting Council (FRC), is leading a

dividend again once the final hurdle of

push to improve corporate culture in

a settlement with the US Department

been made to build a culture that is not

companies and financial institutions.

of Justice over the selling of residential

just resilient to change, but goes further,

The FRC’s 2016 report Corporate

mortgage-backed securities is agreed.

becoming in the words of economist

Culture and the Role of Boards helped

At broadcaster Sky, great strides have

Nassim Taleb ‘anti-fragile’. Rob Collie,

shape the FRC’s proposals for the new

Focusing on strengths

Sky’s director of group finance delivery,

UK corporate governance code, which

Emerging markets-focused bank

says the approach enables the group

require a company’s purpose, strategy

Standard Chartered may have

to make continual improvements in a

and values to be aligned with its culture.

weathered the global financial crisis,

volatile, fast-changing environment.

Bischoff’s track record in the financial

but when Andy Halford joined as CFO

Collie says a key element of the

service industry is exemplary. He is

in 2014, the former finance head at

anti-fragile strategy is a process of

one of the best-known leaders in the

telecoms giant Vodafone had to address

rotating finance people every two years

sector, having been chairman or chief

a cultural problem of a different kind.

‘so that they can cope with change’.

executive of some of the biggest banks

The bank had been fined US$640m

around, including Citigroup, Schroders,

by US regulators two years earlier for

being a win-win for the individuals, who

Lloyds Banking Group and JP Morgan

breaching sanctions on Iran and was

become used to change, it improves the

He says that as well as the rotation

Securities (the European arm of the Wall

effectiveness of finance teams, because

Street investment bank). He says that a

they develop more ‘touch points’

concerted effort is required to ‘improve

with the rest of the organisation. ‘The

trust in the motivations and integrity

cumulative effect of this approach can

of business’. He also believes that a

reap huge benefits for a business like

change of culture is needed because
‘rules and regulations will not on their
own deliver productive behaviours over
the long term’.

RBS rebuilt
When Ewen Stevenson became CFO of
Royal Bank of Scotland in 2014, he faced

‘Rules and
regulations will
not on their own
deliver productive
behaviours over the
long term’

Sky, which experiences a huge amount
of change,’ he says.

Innovate and thrive
Angelina Kouznetsova, head of fintech
at EY, says that companies should
develop an innovation culture in
order to thrive in a disruptive world.
‘The advancement of technology

the unenviable task of having to rebuild

is transforming how organisations

the culture of the bank, which was one
of the big losers in the global financial

handed a further fine of US$300m

are expected to engage with their

crisis, partly by reducing the its reliance

over lapses in its money-laundering

customers and how they operate.

on a bonus-driven culture.

procedures a month after he joined.

He describes the process he and

With CEO Bill Winters, he pressed on

‘Innovation can help them to grow
and improve their business models.

CEO Ross McEwan have undertaken to

with redefining the culture of the bank

However, there are always internal

improve culture as one of ‘re-engaging

by addressing its focus and clarity of

barriers to innovation, with organisations

and refocusing’ the bank, which was

purpose. ‘That meant assessing what

required to be willing to innovate,

bailed out to the tune of £45bn by UK

the bank was good at, and not good at,

otherwise new ideas are too easy to

taxpayers, who still own 72% of it.

and communicating that to our 85,000

dismiss and are never implemented.’

‘If you look generally at the trust
metrics of the bank, they have been

people,’ Halford says.
He adds that the next goal was

Kouznetsova adds that although there
are a number of critical elements for

steadily improving,’ McEwan says. ‘In

redefining behaviour through a common

developing an innovation culture in a

the retail bank we have moved away

set of standards by asking: ‘What are the

company, one of the most important

from the bonus culture, with no impact

values that we applaud. What are the

is that there must be C-suite executive

at all on the underlying performance of

values that we won’t tolerate? That was

buy-in and full support from the top of

the business.’

a very important part of the turnaround

the organisation.

The bank has now returned to profit
and is expected to start paying a

AB

story.’ After two annual losses, the bank
has now returned to profit.

Lawrie Holmes, journalist
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The accountant’s curse
Uncertainty is a much tougher variable to deal with than its cousin, risk. Tony Grundy
suggests how to address this ‘clear and present danger’

I

our hero faces the constant threat

also the less obvious that are

of evil and destruction from his

tacit and may be taken for
granted.

dark enemy, Lord Voldemort. While
at times Potter’s world seems tranquil
and beneficent, Voldemort may at any

*

importance – and as part of
the process, also imagine

As Voldemort is to Harry Potter, so

scenarios where your

uncertainty is to Muggle accountants.

assumptions work out and

Accountants act as the guardians
changing value of a business. But how

where they don’t.

*

Consider the
interdependency of your

can accountants do that effectively if

assumptions. You could

business plans can be blown away so

draw a diagram of how they

easily by uncertainty in its many forms –

are connected.

political, economic, market, competitive,
financial and organisational?

*

Whereas risks arise in situations

situations that have only a few. Since
prehistoric times, humans have had to

*

uncertainties became systemic – that
is, they operate within a complex and

Imagine one or more
dynamic, future scenarios.

In addition, when dealing with

on the less obvious as well as

uncertainty, senior finance staff

tooth tigers and the neighbours,
plague. But when money was invented,

one thing could lead to
causal chains.

deal with uncertainty, fighting sabrecoping with floods, crop failures and

Imagine the dynamics – how
another and set off other

that have a number of quantifiable
probabilities, uncertainty applies in

Ipsa pellore periaturui optamus, nest,
soluptat quaspis solorum fugia nis
dero www.accaglobal.com/ab

Rate these for certainty and

moment emerge from the shadows.

of shareholder value, quantifying the

Media headline

only the most obvious, but

n the Harry Potter books and films,

the obvious assumptions that they

should consider the following tips:

*

Distrust all forecasts that are obvious,

*

During the planning process,

linear extrapolations.
encourage the top team to reflect

dynamic interactive system that is

are making.

*

in business, economics and finance,
there are indicators to help deal with
it. Take Brexit: while future outcomes
are unpredictable, that doesn’t mean
the dynamic conditions at play can’t be
sensed, understood and then modelled
– using indicators.
There are five key steps you can take
to do this:

*

48

Identify the key beliefs and
assumptions about the future – not

that can lead to a different ‘state of
the world’.

*

potentially ‘wicked’.
But like all other sources of ambiguity

Dare to think about disruptive events

Tell the story backwards (how did a
particular outcome come about?)
and forwards (what transitional

Distrust forecasts
that are obvious
extrapolations, and
dare to consider
disruptive events
that can lead to
a different ‘state
of the world’

events and amplifying factors
conspired to produce that result?).

*

Go back to the original plans and
projections, and rework them as
part of an impact analysis.

Finance teams can apply this process to
key plans, major decisions and projects,
as well as to external developments.

AB

Tony Grundy is author of Dynamic
Competitive Strategy: Turning Strategy
Upside Down
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The profit recycling killer
Adam Deller looks at the concerns over IFRS 9, the new kid on the equity investment
classification block that has put an end to the recycling of gains and losses in the P&L
Moving house is a stressful experience.

standard involving financial instruments

loss (P&L). Alternatively, if the intention

There is a new neighbourhood to adapt

inevitably leads to a wide and varied

was not to hold the item for short-

to, and inevitable challenges with the

discussion, and the current area of

term trading, it would be classified as

new home. In all the upheaval, people

concern for numerous stakeholders

available for sale (AFS), with the gains or

often look back and wonder if life

revolves around the classification of

losses listed under other comprehensive

would have been easier left as it was.

equity investments.

income (OCI) on the entity’s income

The European Commission has asked

statement and held in an equity reserve.
In the new neighbourhood, there are

A project to move a standard forward

the European Financial Reporting

can rumble on for years, and then when

Advisory Group (EFRAG) to research

some similarities. In many ways, these

changes arrive, they involve inevitable

the topic further, and it has produced

two categories remain, albeit AFS assets

growing pains and a longing for an easier

a discussion paper. Sue Lloyd, vice-

are now classified as fair value through

life, for the rules that we all knew, even

chair of the International Accounting

other comprehensive income (FVOCI).

if we didn’t love them. IFRS 9, Financial

Standards Board (IASB), has recently

The classification criteria have changed,

Instruments, is one of those standards

released a response to this issue on

however. Now, FVPL is the default, and

that is likely to cause its adopters pain

behalf of the IASB. This article will look

companies must irrevocably designate

and heartache for some years to come.

at the concerns and the IASB’s response.

an item as FVOCI if the investment is
intended to be long term.

Issued in July 2014, IFRS 9 came into
effect on 1 January 2018, replacing

The change

IAS 39, Financial Instruments:

In the old neighbourhood, under IAS 39,

The concerns

Recognition and Measurement. Any

there were two distinct classifications

Those stakeholders that have taken

for equity investments. If the investment

a look at their new equity investment

was held for short-term trading, it would

surroundings have two main concerns.

be classified as fair value through profit

First, they believe the default FVPL

or loss (FVPL), with gains or losses going

position may not reflect the business

through the statement of profit and

model of long-term investors. The

Proof of concept
See Adam Deller’s video on the IASB’s
Conceptual Framework project at
bit.ly/ConceptFwork
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It’s the same with financial reporting.
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second concern is to do with the rules

of treating equity investments as

FVOCI category is not designed

surrounding the ‘recycling’ of any FVOCI

FVPL must be the correct one. As

for investments held for value

gains or losses.

the P&L is recognised as the primary

Previously when an AFS asset was

appreciation or dividend payments.

*

Recycling can provide a confusing

sold, the gain or loss would be taken

recording of gains and losses is a

out of OCI and recognised in profit and

better reflection of the economic

Consistent with its belief that the

loss. Under the new IFRS 9 rules, this is

reality than recording one large

FVOCI designation should cover

not the case with FVOCI instruments.

‘recycled’ gain after an asset has

only strategic investments, the IASB

presentation of performance.

Some feel this makes FVOCI unlikely to

says that any gains or losses arising

be an appealing alternative to AFS, as

from such investments are not part

this inability to transfer the accounting

of an investor’s performance. It adds

to P&L in the event of the sale of an
AFS asset may mean the investor’s
performance is not properly reflected.
In the face of these concerns, some

CPD

statement of performance, its annual

have suggested that long-term investors
may be less likely to hold equity
investments on a long-term basis, and
that the IFRS 9 requirements should
be changed accordingly.

Some companies
used the recycling
rules on AFS
investments as a
way of managing
earnings and
smoothing profits

that recycling shows an incomplete
picture of performance, as only
impairments and any assets that are
sold would be recorded in the P&L.
A big concern over the practice
of recycling is that investors could
choose to sell ‘good’ assets to record
profits in the P&L while keeping
hold of loss-making investments to
mask any poor performance. The

The architect’s response

IASB believes this displays a lack of
prudence, and points to academic

As the creator of this brave new financial

50

instruments world, the IASB believes

been held for many years in OCI.

research that proves companies

the new IFRS 9 classification rules are

The IASB also points out that

have previously used the recycling

correct for the following reasons.

some investors hold shares in a

rules on AFS investments as a way of

*

Reporting value changes in the

company for strategic reasons, such

managing earnings and smoothing

P&L gives better information

as access to particular supplies or

profits. The IASB believes this

about value creation over time.

strengthening relationships, rather

research shows that the recognition

The IASB believes that, as the goal

than simply gains in value. That is

of gains or losses in the P&L as they

of any long-term investor is value

why the alternative to hold items as

arise is necessary to prevent this

appreciation, the default position

FVOCI remains. The IASB says the

tactic of earnings management.
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*

Reintroducing a recycling rule

suggestion that if IFRS 9 were to allow

review of IFRS 9, which is expected

would make it necessary to add an

recycling, then an impairment model

to begin two years after the standard

impairment test. Under the AFS

would also be appropriate from a

has been applied, is the correct place

rules in IAS 39, an asset would be

conceptual standpoint.

to address any concerns. If this review

classed as impaired if it underwent

finds that IFRS 9 has indeed had a

‘significant and prolonged decline’.

the IASB’s belief that the number of

detrimental effect on equity investment,

This led to a wide variety of

companies holding large amounts of

then this will be taken seriously and

applications, often resulting in

AFS is relatively small.

reviewed at that stage.

impairment being recognised too

One of the main findings of the initial

It is unlikely that any consensus will

late and inadequately. The IASB

EFRAG research is that the majority

be reached any time soon, and this

has designed the FVOCI category

of the respondents do not expect to

is part of the inevitable fallout from

in IFRS 9 without recycling so that

modify their holding period for equities

the release of such a large, complex

no gains or losses are recorded in

following the introduction of IFRS 9

standard. These discussions are all part

the P&L, meaning no impairment

at the start of this year. It is also worth

of the process, and should continue to

rules are required. Similarly, no

noting that those who do intend to

contribute towards the pursuit of more

impairment rules are required for

modify their holding period are doing

robust and effective standards.

FVPL assets, as the gains or losses

so because they believe that gains or

are automatically recorded in P&L.

losses from these investments are part

is here to stay. There may be a period

Relatively few companies hold

of their performance, and they see the

of settling into the new neighbourhood,

significant AFS equity investments.

new IFRS 9 rules as a mismatch.

but it is likely that we will have to adapt

One thing, though, is for sure: IFRS 9

to our new surroundings – at least for

The IASB’s research concluded
that only a relatively small group of

The new community?

companies, primarily in insurance

There is still work to be done in

and utilities, hold significant

establishing the new financial reporting

Adam Deller is a financial reporting

holdings of equity investments.

environment. EFRAG will collate the

specialist and lecturer

responses from the discussion paper

The surveyors

and deliver technical advice to the

Asked by the European Commission

European Commission.

to conduct research on these matters.

CPD

*

The EFRAG findings seem to support

The IASB continues to believe that the

EFRAG has released a discussion paper,

principles of IFRS 9 are correct, although

inviting further comments. One of the

it does not claim that they are perfect.

things arising from the paper is the

It believes the post-implementation

the next few years.

AB

More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd
The IASB’s take on IFRS 9 can be
found at bit.ly/IFRS-IFRS9, and the
EFRAG paper at bit.ly/EFRAG-IFRS9

More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd
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Technical update
A monthly update of the latest developments in financial reporting, taxation and
legislation from the European Union, the OECD and elsewhere
European Union

Action on money laundering

group on bribery has recommended

The European Commission has

that Switzerland urgently adopt laws

Mergers, moves and splits

proposed a directive to strengthen

to protect whistleblowers in the

The European Commission has

EU anti-money laundering rules and

private sector from discriminatory

proposed new EU company law

combat the financing of terrorism. It

or disciplinary action. It also wants

procedures controlling such matters

would give law enforcement authorities

tougher punishments imposed on Swiss

as how a company can move from one

and asset recovery offices access to

companies and individuals bribing

EU country to another, how companies

bank account information contained in

potential commercial and government

from different EU countries can merge,

national, centralised registries. It would

partners overseas. The move comes at

or how one company can divide into

also allow law enforcers to request

a time when prosecutions for bribery

two or more new units in more than

financial information – including

and money laundering by Swiss

one EU country. The planned directive

data on financial transactions – from

law enforcers have risen – with 137

is designed to protect employees’

national financial intelligence units,

investigations reported as under way in

rights and prevent tax abuses during

which collect information on suspicious

2016 compared with 24 in 2011.

such changes.

transactions and could then swap

The commission has also proposed

information between themselves.

National

OECD

US tax cuts treatment

issuing a directive that will force all EU
member states to allow businesses
to complete company registration

The US-based Financial Accounting

processes online without any

Whistleblower protection

Standards Board (FASB) has updated

requirement for physical appointments

The Organisation for Economic Co-

its accounting standards to help

or hard-copy documents.

operation and Development working

enterprises declare certain stranded

Dearer tax holidays
The Nigerian Senate has passed the
Industrial Development (Income Tax
Relief) Act (Amendment) Bill 2018,
increasing the qualifying capital
expenditure required from companies
applying for a pioneer certificate, which
gives certain companies tax holidays of
between three and five years. Nigerian
companies will now need at least 100
million naira (US$278,000) in qualifying
capital while foreign companies will
need 120 million naira (US$330,000). The
pioneer certificates apply to companies
in 27 industries, including coal,
leather, cocoa, paint, business process
outsourcing and e-commerce.

52

Leather is one of 27 Nigerian sectors
where pioneer certificates apply.
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tax effects resulting from the 2017

particularly as far as not-for-profit and

Tax Cuts and Jobs Act. The new

public sector entities are concerned,

standard requires the preparers of

including GAAP and government

financial statements to disclose the

finance statistics implications. The

accounting policy for releasing income

consultation closes on 27 June.

tax effects from accumulated other
comprehensive income; whether

SA declaration of cryptos

they elect to reclassify the stranded

South Africans owning cryptocurrencies

income tax effects from the act; and

such as Bitcoin and Ethereum must

information about the other income tax

declare income or losses from trading

effects that have been reclassified.

in such instruments on their tax
returns for the tax year in which such

IAS 8 consultation in Oz

Cyprus tax online only

earnings are received. The South Africa

The Cyprus government’s tax

The Australian Accounting Standards

Revenue Service (SARS) has advised

department has announced that

Board (AASB) is seeking comments

that taxpayers failing to do so may be

from 1 June 2018 taxpayers must pay

on how Australia should implement

charged interest and penalties. The

their income, corporation and other

planned changes to the IAS 8 standard

agency is reviewing how VAT should

tax arrears electronically through

on accounting policies, changes in

applied to cryptocurrencies. Pending

the JCC Smart website. Income tax

accounting estimates and errors. The

an upcoming policy decision, SARS will

returns for individuals for the 2017 tax

AASB especially wants opinions on

not require cryptocurrency suppliers to

year already have to be submitted

whether and how Australian regulations

register for VAT.

electronically via the department’s

AB

TaxisNet system.

and accounting practice may affect
the implementation of the proposals,
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Pilots on board
With eight countries signed up to its pilot, the International Compliance Assurance
Programme marks a shift towards a more multilateral approach to tax administration
Eight major economies, including
the UK and US, have signed up to a

The ICAP process

voluntary pilot programme that will,

When the OECD launched the pilot in January 2018, it released a 30-page handbook

in theory, give multinational groups

(bit.ly/ICAP-pilot-handbook) that sets out the processes and what is required from

greater certainty over tax liabilities

the tax authorities and MNEs. The application process may vary by jurisdiction, but

based on their country-by-country

an MNE group wishing to take part will be asked to identify participating jurisdictions

(CbC) reports. The move is being

where it operates and that it wishes to be included in a multilateral risk assessment.

led by the OECD’s Forum on Tax

package of documents, including its CbC report, to the lead tax administration.

of the organisation’s base erosion and

This will be shared among tax administrations participating in the group’s ICAP risk

profit shifting (BEPS) project.

assessment, along with any other information these tax administrations hold on the

The voluntary International Compliance

group for risk-assessment or risk-assurance purposes. The tax administrations will

Assurance Programme (ICAP) will use CbC

then conduct an assessment of the transfer-pricing and permanent-establishment

reports and other information to ease the

risks posed by the group.

way to open and cooperative discussions

CPD

Once a group’s participation in ICAP is confirmed, it will be asked to provide a

Administration (FTA) and forms part

Each tax administration will then issue an outcome letter to the group, which will

between multinational enterprises

set out each of the covered risks where the tax administration has been able to gain

(MNEs) and tax administrations. The

assurance and any identified tax risks that remain.

aim of the programme is to improve
the effectiveness of current risk
assessment processes, ensuring a faster,

CbC reports. Working multilaterally,

as advance pricing agreements or, when

more efficient route to tax certainty

tax administrations should be able to

deemed necessary, a tax audit.

through better coordination and use

build a comprehensive picture of a

of resources.

group’s cross-border activities and gain

Action 13 on transfer pricing and

The move is a direct result of BEPS

It is hoped that ICAP will help tax

assurance that a group’s tax position is

CbC reporting, which allows different

administrations reach early decisions

all above board and that any relevant

administrations to work from the

about the level of transfer pricing,

tax risks have been identified. Any

same data, supported by improved

permanent establishment and other

issues that cannot be agreed through

cooperation between the various tax

international tax risks found in a group’s

ICAP will be handled via processes such

administrations. Eight countries have
joined the pilot: Australia, Canada,
Italy, Japan, the Netherlands, Spain,
the UK and the US. A number of
other members of the FTA will act as

‘A big concern is
that changes in
tax regimes bring
uncertainty, and
uncertainty brings
disputes’

observers to the pilot.
However, it is not clear how
many multinational groups will be
participating in the pilot scheme. It is
understood that each group currently
involved in the pilot was invited to
participate by the tax authority of the
jurisdiction in which it is headquartered.
A multilateral assessment of specific
international tax risks posed by each

54
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multinational group in the pilot started

approach to the administration of

include a fully formed and targeted

in January. All risk assessments are

tax, supporting and expanding the

use of CbC report information, a more

expected to be completed within 18

important role of other processes,

efficient use of resources, a more

months, as participating jurisdictions

such as bi- and multilateral advance

co-ordinated approach, and a faster

may have differing financial years.

pricing agreements.

and clearer route to multilateral tax

Some may take fewer than six months

At the moment, it is understood that

certainty. Perhaps most importantly,

each participating tax authority will

the OECD argues that ICAP could see

during the first-level assessment.

nominate one group, perceived as low

fewer disputes entering into mutual

risk, to participate in the programme.

agreement procedures.

The key point is that while ICAP does
not provide an MNE group with legal

However, EY warns that while ICAP is

The OECD observes that cooperation

certainty, it can give assurance where

a voluntary programme, groups may

among FTA member tax administrations

tax administrations participating in the

be approached by their national tax

has vastly increased in both depth and

programme consider risks to be low.

administration in 2018 in order to gauge

frequency in recent years, which will be

Although the pilot focuses on low-

overall levels of interest regarding

complemented by ICAP.

risk taxpayers, the OECD hopes that

potential future participation. ‘MNE

taxpayers with higher risk profiles will

groups should, therefore, ensure that

how multinational groups can show

enter the ICAP programme in the future.

they are aware of ICAP’s workings, as

that they are low or at least only

Chris Sanger, global head of tax policy

well as the potential challenges and

medium-risk taxpayers. As the OECD

at EY welcomed the move, saying there

benefits of participation,’ the firm says in

says: ‘ICAP can provide a pathway to

has been a huge change in international

a global tax briefing document.

greater international tax certainty for

The key, however, will rest with

tax regimes, especially around transfer

The OECD says that as a result of

pricing and permanent establishments.

BEPS Action 13, countries can now

alike, which is a positive BEPS-related

‘One of the big concerns is that these

work from the same dataset to assess

outcome for MNEs wishing to be

changes bring a great deal of uncertainty,

transfer pricing and other BEPS-related

transparent and compliant. This also

and that uncertainty brings disputes. This

risks across multiple tax administrations.

reflects the G20’s agenda on tax

is the environment within which ICAP

‘By enabling participating tax

certainty that supplements the work

is being driven,’ he says. ‘There is an

administrations to consult with each

on BEPS.’

interesting range of countries involved,

other and hold multilateral conversations

as some perspectives can be different.’

with a [multinational] group, ICAP allows
for a more robust and considered basis

Going multilateral
ICAP marks an important milestone in
the international tax arena, reflecting
a shift towards a more multilateral

for risk assessment using this new data,’
the organisation says.
The OECD lists a number of benefits
that will fall out of the pilot. These

MNE groups and tax administrations

AB

Philip Smith, journalist
More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd
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Fit for the future
As Myanmar’s economic transition continues, the accountancy profession has a vital
role, says Tin Latt FCCA, managing director of MAT Audit & Professional Services
In recent years Myanmar has
experienced radical change. After

i

CV

mentored hundreds of students and,
since 2003, he has worked as a visiting
lecturer at the Myanmar Accountancy

decades of military rule, a gradual
liberalisation process began in 2010

Tin Latt is the managing director of

Council (the country’s conferring body

and 2016 saw the election of the first

MAT Audit & Professional Services,

for accountancy practice and licences).

democratically elected government.

a company that provides corporate

He also writes on finance, economics,

At the same time the country has

advisory, tax and consulting services.

law and accountancy for local trade

been undergoing a major economic

Latt is currently audit committee

journals and magazines.
As Myanmar’s accountancy profession

transition, which has witnessed

chairman of AYA Bank and an executive

acceleration in growth assisted by

council member of the Union of

develops, training is vital, Latt says.

increased gas production and exports.

Myanmar Federation of Chambers of

‘Because of changing laws and

Economic growth is projected to

Commerce and Industry.

regulations in the country’s reform

continue despite political change and

From 2011 to 2015, he was also

process, it is a major challenge for

natural disasters; in particular, major

a member of the parliamentary

professional accountants to update their

flooding in 2015 decreased the supply

commission for legal affairs and special

knowledge,’ he says.

of commodities, while low commodity

issues in Myanmar.

starting his training before he turned 20.

contributed to widening the current
account and fiscal deficit, according to
the World Bank.

Latt knew that he wanted to be an
accountant when he was a teenager,

prices and slowing foreign investment,
‘As a result, organisations can pursue

‘I would say that initially I was not

investors and other stakeholders

interested in choosing accountancy

for their strong participation and

as a career,’ he admits. ‘But my

is expanding: the World Bank predicts

relationships, which in turn contributes

environment convinced me. I graduated

that it will grow 7.1% a year over the

to the growth of the nation’s economy.’

from the Yangon Institute of Economics

Despite these setbacks, the economy

next three years. And as industries

As well as providing corporate

with a commerce specialisation.

such as manufacturing and hospitality

advisory, tax and consulting services, Latt

Then I attended certified public

continue to develop, more businesses

runs a training college (Management

accountant programmes for two years

will need accountancy and tax services.

& Accountancy Training), which he

and became an apprentice, training

This is where finance professionals such

founded in 1995. He has taught and

under the supervision of the Myanmar
Accountancy Council.’

as Dr Tin Latt FCCA, managing director
at MAT Audit & Professional Services,
come in.

Building and sustaining
‘I strongly believe that accountants
contribute their initiative and intellectual
abilities to building and sustaining
the economy of any nation,’ Latt
says. ‘Accountants play key roles in
maintaining the transparency and
accountability of any enterprise, which
is crucial to gaining the trust and
confidence of stakeholders.

‘Accountants
contribute their
initiative and
intellectual
abilities to building
and sustaining
the economy of
any nation’

International outlook
Latt has seen the services offered by
firms in Myanmar’s accountancy sector
become increasingly diverse as the
economy develops.
‘Today, accountancy firms in Myanmar
provide a wide range of services to
their clients, which include not only
traditional accounting and audit, but
also other value-added services such
as risk-based auditing and transaction
activities,’ he says. ‘Local firms working
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MICPA

Growing the profession

The institute collaborates with public

Myanmar’s objective is to become a market-based economy with a healthy

affairs offices in countries such as

investment climate that encourages private investment, both domestic and cross-

Australia, and works with international

border. A stronger accountancy profession and more qualified accountants will

organisations on professional

directly benefit this goal.

development programmes. It also works

ACCA and the Myanmar Institute of Certified Public Accountants (MICPA)

helps advise government departments

Asian country. The work is funded by IFAC and the UK government through its

on taxation, auditing, accounting, and

Department for International Development (DfID).

other financial and economic issues.

The programme aims to lay down the foundations for a stronger and sustainable

ACCA plays a crucial role in Myanmar,

accountancy profession in Myanmar. ACCA will support MICPA in developing a

says Latt, who decided to study for

five-year strategic plan that will build on the national institute’s achievements to

the ACCA Qualification because he

date and identify the steps required to take MICPA to the next stage in its journey

believed it would help him develop into

to IFAC membership. This work will be undertaken in close collaboration with

the internationally qualified professional

the Myanmar Accountancy Council (MAC) and the country’s Office of the Auditor

accountant he now is. After qualifying,

General (OAG).

he went on to help other students gain

A clear programme for delivering the new strategy will be developed, along
with a sustainability plan – retaining the focus on MICPA’s long-term success and

the ACCA Qualification.
‘I delivered ACCA programmes in

central role in supporting the development of the accountancy profession in

my ACCA training schools from 1998

the country. To ensure that the right people are in place to deliver the strategy,

to 2012, and I taught more than 3,000

ACCA will also work with MICPA on its organisational design and a review of its

ACCA students in various subjects, such

governance structure. A project coordinator is being recruited to support this

as advanced financial reporting, audit

important work on the ground and to help coordinate the multiple stakeholder

and assurance, financial management,

groups that will be feeding into it.

performance management and business

in collaboration with international firms

‘Professionally qualified accountants

may have more experience and greater

have different skill sets and experience

capability in providing these kinds

in the field of finance, accounting,

of services.’

business, management, governance,

Another significant factor in

law and economics, which are in

the development of Myanmar’s

high demand in the process of

accountancy sector, Latt notes, has

driving businesses,’ he says. ‘It is

been the growth in legislation. Ethics

important to build capacity in fledgling

laws, originally created in 1972, were

accountants so that they have the

revised and updated in 1994 and

opportunity to extend their career in

again in 2015. These changes mean

local conglomerate businesses and

that professionals must be on their

international companies.’

toes and ready to learn new skills as

58

on drafting laws and regulations, and

have initiated a project to develop the accountancy profession in the South-East

‘Because of
changing laws and
regulations it is a
major challenge
for professional
accountants to
update their
knowledge’

For this reason, Latt is also

the landscape changes. ‘Myanmar’s

involved with the Myanmar Institute

analysis,’ he explains, adding that

accountancy law ensures accountants

of Certified Public Accountants

following the signing of a memorandum

spend their professional life in an ethical

(MICPA), of which he is currently vice

of understanding between MICPA and

manner,’ he says.

chairman. ‘MICPA is playing a big

ACCA (see box), he will continue to

role in developing the accountancy

collaborate with ACCA in the delivery of

Capacity building

profession in Myanmar by supporting

professional development programmes

For Latt, the education and training

its members in collaboration with

in Myanmar.

of the next generation of finance

local and international stakeholders,’

professionals is a vital issue.

he explains.

AB

Cristina Maza, journalist
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Celebrating
200,000
members
worldwide
We’ve produced a global wall of
names to mark this milestone featuring
every member across the world.

Find your name on the digital version of the member wall
and share comments with fellow members at

200k.accaglobal.com

AB Mag_200k Members AD_full page.indd 1

27/03/2018 14:51

Taking the digital lead
Thought leaders attending the 2018 Pakistan Leadership Conversation conference series
discussed initiatives to promote digital opportunities to young people in the country
Pakistan

advocacy initiative and form
a Vietnam member panel

Leadership

committee for the period

Pakistan Leadership

2018 to 2020.

Conversation events for

Lebanon

2018 have taken place in
Islamabad, Karachi and

Notre Dame deal

Lahore. The ACCA Pakistanhosted conferences offer a
critical forum for thought
leaders to discuss policy
issues and develop an

ACCA’s Middle East team
PLC panel (from left): Haroon Jan of ACCA Pakistan,
Johnson Gill of Abacus Consulting, Zeshan Afzal of SAF,
Sajjad Syed of ExD, Syed Saiful Islam of Nestlé Pakistan.

recently visited Lebanon, a
key emerging market in the
region, to drive awareness

actionable agenda to drive

of and engagement with the

economic growth.

ACCA Qualification across

The 2018 events looked at

universities, employers and

launching a digital initiative

government bodies.

to highlight and promote

Discussions with the deans

opportunities available for

of accounting and business

young people in Pakistan.
Conference topics included
the Belt and Road initiative,

departments at the top
ACCA members in Hanoi, Vietnam, taking part in ACCA’s
200,000 members celebration.

digital ethics, capital markets
and startup ecosystems.

(American University of
Beirut, Lebanese American

Vietnam

discussion that followed

University, Notre Dame

debated fraud motivation

University Louaize and Beirut

Empowerment

Ethics

and the fraud triangle,

Arab University) centred on

ACCA Pakistan once again

In April, ACCA Vietnam

cultivating the right culture

accreditations, exemptions

partnered with Women

organised a seminar on

to minimise unethical

and partnerships.

Chamber of Commerce and

corporate ethics for the

behaviour, bribery in frontier

Industry Multan as a sponsor

future economy. Held in Ho

economies, and gender

agreed a partnership deal

and knowledge partner at

Chi Minh City, it explored

parity in pay.

with ACCA to:

the three-day Blue Fair in

the changing role of finance

April. The fair allows women

professionals in an age of

Celebrating 200,000

entrepreneurs to exhibit

technology and business

A series of gala dinners in

accounting and finance

their products and services

disruption, and showcased

April in Ho Chi Minh City

programmes to study the

along with other established

ACCA’s new Ethics and

and Hanoi celebrated ACCA

ACCA Qualification

brands and service providers.

Professional Skills module.

reaching the milestone of

With its testimonials from

60

four universities in Lebanon

Chun Wee Chiew, head of

200,000 members worldwide.

Notre Dame University

*

*

facilitate a route for
graduates of business,

promote the ACCA
Qualification to its

employers and ACCA female

policy for ACCA Asean ANZ,

members, the ACCA stall

presented the highlights

talk show to share updates

attracted a great deal of

of ACCA’s research report

about ACCA changes and

attention from the near-

Ethics and trust in a digital

achievements, engage

research projects and

10,000 visitors at the event.

age. The energetic panel

members with ACCA’s

publications

The events also featured a

students

*

organise joint workshops,
conferences, common
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*

provide faculty and

During the Dubai event,

lecturers with train-

individuals and organisations

the-trainer events and

recognised for their

support from ACCA

contributions to ACCA and

learning partners.

the profession included:

The visit included a
meeting with the national

*

accountancy body of
Lebanon (the Lebanese
Association of Certified

Thomson Reuters for
driving VAT insights
across the region

*

Cynthia Corby, partner
at Deloitte Middle

Public Accountants), which

East, for her support in

focused on recognition of

leading the Women in

and partnership with the

Finance Forum

ACCA Qualification. The
ACCA team also engaged

*

Khalid Maniar for his
commitment to the

with learning providers

accountancy profession

and employers.

in the UAE

New members

*

There were abundant selfie opportunities for 67 new
members at the ACCA Bangladesh ceremony.

Mamoon Ali Dongula,
who won the 2018
Advocate of the Year

67 welcomed
ACCA Bangladesh held a
ceremony to welcome 67
new members and 16 FCCAs.
The ceremony was opened

award in the Middle East

*

Abu Dhabi National Oil
Company (ADNOC)

Arif Al Islam FCCA, MD and CEO of Summit, snaps his
name on the 200,000-member wall in Bangladesh.

for its commitment to
supporting employees

by the head of ACCA

in their pursuit of the

Bangladesh, Ahsanul Hoque

ACCA Qualification.

Bashar. Present at the event
were leading employers,

High achievers

approved learning providers

ACCA Indonesia held its

and VIP guests, including

first ever appreciation and

CQK Mustaq Ahmed,

awarding night to welcome

chairman of the Bangladesh

new members, recognise

Financial Reporting Council.

contributions to ACCA in

Members were also able

Indonesia, and celebrate the

to find their names on the

success of high-performing

200,000-member wall.

Indonesian students.

Having a ball

presented with their ACCA

The new member ceremony

pin by Leo Lee, ACCA global

for the Middle East took

president. Recognition

place in Muscat in Oman,

awards were given to five

and Dubai in the United

members and affiliates as an

Arab Emirates. In Dubai, the

acknowledgement of their

ballroom was filled with over

support for ACCA Indonesia,

400 guests.

and 17 high-achieving

Above: ME Advocate of the Year Mamoon Ali Dongula
FCCA; right: Saad Maniar FCCA with digital 200K wall.

New members were

The event in Oman

students received an award

was sponsored by Oman

for outstanding performance

Liquefied Natural Gas.

in their ACCA exams.

AB

ACCA Indonesia presented awards to students who had
performed outstandingly in their ACCA exams.
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Strategic advantage
A range of innovations to the ACCA Qualification include a new Strategic Business
Reporting exam launching later this year. Judith Bennett explains
From September, the ACCA

The result of conversations

Qualification takes the next

with more than 2,000

What it means for members

step in its evolution with the

C-suite and senior finance

The innovations to the ACCA Qualification ensure that

introduction of the Strategic

professionals across the

members will continue to be recognised as individuals who

Business Reporting exam.

world, ACCA’s Professional

are ready to lead, adapt and help their organisation succeed,

It is a significant move,

Accountants – the future

with the right blend of technical, ethical and professional

closely allied to the launch

report showed that the

skills. ACCA has built on its current exams to remain relevant

of a new Strategic Business

increasingly globalised,

in the modern world; in the same way our members continue

Leader case study, which

digitised and uncertain

to keep their knowledge up to date through our professional

together with our specialist

business environment means

development (CPD) programmes. As ever, the rigour of the

Options exams will form

professional accountants will

qualification remains paramount.

a redesigned upper level

have a more vital role to play

of the exam journey for

than ever.

ACCA students.

The changes we are

Explaining these changes

and reporting to all

and the impact they will have

Qualification – now called

will help to ensure students

stakeholders. Equipped with

on the organisation will fall to

Strategic Professional – aims

are equipped with the

these enhanced reporting

the professional accountant.

to help form the professional

best professional skills and

skills, they will become

The scope of corporate

accountant of the future. It

technical ability to respond

‘persuaders in chief’ to

reporting will increase; more

will build on changes in the

to these challenges.

the board, ensuring that

regulation, more disclosure

directors are equipped with

and an increased awareness

qualification that have already

The Strategic Business

been implemented: the new

Reporting exam will

the knowledge to take the

of how financial reporting

Ethics and Professional Skills

take corporate financial

best course of action.

interconnects with non-

module and the introduction

reporting to a new level.

of more work-relevant

Replacing the existing

Drivers of change

professional accountants

computer-based exams.

P2 Corporate Reporting

To provide some context

will need to communicate a

exam, it is designed to

for this change, it is

more comprehensive view of

result of in-depth research

expose students to the

necessary to understand

corporate reporting.

that sets out the biggest

wider context of finance

the drivers of change that

drivers for change and

and business reporting.

are exerting pressure on

The bigger picture

the future skills that will

It develops the vital skills

the accountancy profession

Financial reporting will

be needed by tomorrow’s

they will need to explain

and the wider business

remain at the core of the

professional accountants.

and communicate the

and financial communities.

exam, as strong technical

ACCA research indicates that

skills and ethical mindsets

regulation and governance,

will be pivotal to success,

digital technologies,

but corporate reporting

One thing members can do is to act as a mentor for ACCA

stakeholder expectations

is becoming more holistic

students going through our syllabus and exams, and taking the

and globalisation are all

– less about the numbers

next steps in their career. A mentor can unlock the potential of

combining to shake up the

and more about the

the next generation of ACCA members and help secure our

way that organisations report

organisation’s ‘story’.

future reputation. Find out more at accaglobal.com/advocacy.

their financial and non-

The changes to the

financial performance.

qualification will equip

These innovations are the

Want to help the next generation?

62

implications of transactions

making to the qualification

This top level of the ACCA

financial reporting mean
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Equipped with
these enhanced
reporting skills,
professional
accountants
will become
‘persuaders in
chief’ to the board

This is

a professional accountant,

you can read about in more

why ACCA

according to Professional

detail in my article in the

has evolved

Accountants – the future, is

March edition of AB) will

the former

the ability to communicate

equip our members with

corporate

a holistic view of corporate

the skills to reaffirm their

reporting

reporting, presenting the big

competencies in these

syllabus,

picture of an organisation’s

areas. It is an evolution that

which already

performance and progress,

will ensure the professional

incorporated

rather than focusing on the

accountant remains relevant

a holistic

detailed numbers.

in today’s and tomorrow’s

approach,

The changes to the ACCA

into the new

Qualification, the Strategic

Strategic

business reporting world.

Business Reporting exam

Judith Bennett is ACCA’s

students with the skills that

Business Reporting exam,

and the Strategic Business

director of professional

are required to present

with a requirement to

Leader case study (which

qualifications

this big picture, carefully

examine corporate reporting

selecting details so that

from different perspectives.

stakeholders do not drown
in information.

Among the 10 key
competencies required by

More information
Find out more about the changes to the ACCA Qualification
at future.accaglobal.com/changes-to-the-qualification
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1980-89
1988
An ACCA delegation visits
the China Association for
International Exchange of
Personnel, the Ministry of
Finance and the Chinese
Institute of Certified Public

Success story
This year, ACCA is celebrating three decades of partnership in
mainland China. We look back at some of the highlights
1988

Accountants (CICPA),
two weeks after CICPA’s
establishment.
1990-99
1993
The first ACCA training
programme is set up, at
Shanghai University of
Finance and Economics.
Selected universities in
Beijing, Guangzhou, Tianjin,
Dalian and Wuhan set up
similar programmes.
1998
ACCA opens offices in
Beijing and Shanghai.

1993
university lecturers. By the

2000-09
2000

third year of the programme,

More than 100 graduates

82 university lecturers

attend award ceremonies in

receive training.

Beijing and Shanghai.

2008

2001

ACCA holds its first

ACCA opens an office in

Educator Forum in

Guangzhou.

Shanghai to accelerate

2004

the development of

ACCA holds its first ‘Job

accounting talents.

Hunting Competition’ in

| Shanghai University of

Shanghai to help university
students improve their
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2000

Finance and Economics
is the first ACCA

employability. It has

Platinum Approved

since become a national

Learning Partner in China.

university competition.

| First ACCA Steering

| Ping An becomes the

Team formed in Shanghai

first Platinum Approved

comprising senior ACCA

Employer in China.

members. Teams in ACCA

2006

Northern and Southern

ACCA and CICPA co-

China are also formed.

organise the first Training

| ACCA opens an office

for Trainers programme for

in Shenzhen.
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2006

2010

2013

2015

2016
2010…
2010
ACCA and CICPA sign
a memorandum of
understanding (MoU) during
the World Congress of
Accountants in Malaysia,
signed by ACCA chief
executive Helen Brand and
CICPA secretary general

Platinum Approved

(SNAI) and ACCA

future at a national ceremony

Chen Yugui. | ZTE Corporate

Employers. | ACCA signs an

launch SNAI-ACCA CFO

in Shanghai.

becomes the first ACCA

MoU with Xiamen National

Leadership Research Centre

2017

Global Approved Employer

Accounting Institute. | ACCA

in Shanghai.

ACCA partners with ZTE

in mainland China.

China Professional Expert

2016

Finance Cloud to launch

2012

Forum is established to

ACCA signs strategic

the Chinese Certificate in

ACCA opens an office

cooperate with industry

cooperation agreement

Global Business Services.

in Shenyang.

on economic reform and

with Beijing National

| ACCA opens an office

2013

enterprise transformation.

Accounting Institute

in Changsha.

ACCA and BDO sign a

2015

and Shanghai National

2018

strategic MoU in Shanghai

ACCA opens offices in

Accounting Institute

ACCA creates new

to develop international

Wuhan and Qingdao.

respectively. | ACCA

Greater China portfolio.

finance talents. BDO

| Shanghai National

launches its landmark

| ACCA celebrates 30 years

becomes one of ACCA’s

Accounting Institute

ACCA Qualification – the

in China.
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Global summit
Special rates and events for ACCA members at this November’s
agenda-setting World Congress of Accountants in Sydney

International editor
Annabella Gabb
annabella.gabb@accaglobal.com
Editor-in-chief
joanna.malvern@accaglobal.com

Members attending
the World Congress of

Digital editor Jamie Ambler

Accountants (WCOA) on

Video production manager
Jon Gilmore

5–8 November are entitled
to special conference

event. They will also enjoy

Sub-editors Lesley Bolton,
Dean Gurden, Joanne Horne,
Peter Kernan, Jenny Mill, Eleni
Perry, Vivienne Riddoch, Rhian
Stephens, Matt Warner

an ACCA programme of

Design manager Jackie Dollar

rates as a result of ACCA’s
gold sponsorship of the

networking and CPD events.

Designers Bob Cree, Suhanna
Khan, Robert Mills

The networking
opportunities include an

Production manager Anthony Kay

ACCA member reception

Advertising Daniel Farrell
daniel.farrell@educate-direct.com
+44 (0)20 7902 1221

on 6 November at Doltone
House, Jones Bay Wharf,

Head of ACCA Media
chris.quick@accaglobal.com

a heritage venue with views
of Sydney Harbour Bridge.

name on ACCA’s member

congress is called Global

Members attending will

wall, which is touring the

Challenges/Global Leaders,

world to celebrate the

with a programme centred

200,000-member milestone.

around building prosperity

Having already visited

and acting in the public

Europe, Asia and Africa, the

interest – broad themes

wall will go on to Australia for

that strike right to the

its grand finale at the WCOA.

heart of the profession

Hundreds of members have

and how it operates on

left messages on the wall

the global stage.

be able to look for their

– see the virtual version at
200k.accaglobal.com.
The WCOA, held every

‘I’m thrilled that ACCA will
again be taking part. We will
be showcasing key research

four years, has a packed

and working alongside our

programme covering a wide

strategic alliance partner

Ban Ki-moon, secretary

range of issues, including

Chartered Accountants ANZ.’

general of the United

trust, ethics and integrity,

Nations from 2007 to

disruptive technology,

presented at the event

2016, will be speaking at

sustainability, leadership –

will cover issues such as

the conference, joining a

and much more.

robotics, the future skills of

Former UN chief

range of other high-profile
speakers including Olympus
whistleblower Michael
Woodford and historian
professor Niall Ferguson.
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ACCA chief executive
Helen Brand says: ‘2018’s

ACCA research to be

accountants, and China’s Belt
and Road initiative.

AB

More information
Visit accaglobal.com/wcoa to access your discount code
and register for our member reception
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Cracks showing

Public partnership projects
need firmer foundations

Uncharted waters

Ireland’s exporters take to the
sea post-Brexit

Digital tax

European Union wants more
from hi-tech multinationals

Passport to CFO
Omnicom Media Group’s Hugh Murnane
on how ACCA helped him cross continents
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