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Welcome
With finance professionals’ ability to embrace new technology crucial for future
success, ACCA’s new series on the ‘power of digital’ has never been more relevant
Technology is so tightly woven into the

the challenges ahead. ACCA president

fabric of our lives that it has become

Robert Stenhouse reinforces the point in

integral to our everyday routines,

his column on page 24, arguing that the

from how we connect with each other

ability to adapt to change is essential for

to equipping our homes with smart

professional growth.
The challenges of taxing digital

devices. It’s no different in business,
where digital technology has had a

services on a global basis are

profound impact on the operations

considered on page 54, while on page

as well as the strategic ambitions of

28 we explore how forensic analysis is

organisations. And with the digital

being applied in the business world,

landscape in constant flux, keeping up

turning digital footprints into evidence

to date and learning how to adapt as

that can be used in court.
In our interviews this month we meet

an accounting professional is vital.
This issue marks the launch of a series

two FCCAs whose roles are firmly

of themes affecting the accountancy

entwined with the digital revolution.

profession, starting with the ‘power of

On page 12 we speak to Kevin

digital’. In the pages of AB, readers

Fitzgerald, Asia regional director of

will find a selection of features and

small business accounting software

commentary on tech to support and

specialist Xero. We also talk to Hugh

inform their roles. We’ll also revisit the

Murnane (page 57), CFO of Omnicom

theme of digital – identified by ACCA as

Media in Australia, which counts Google

one of its seven professional quotients

and Facebook among its biggests

for success – in forthcoming issues.

suppliers. A fan of digitisation, he is

On page 36, we draw on the findings

steering the company’s finance function

of ACCA’s groundbreaking report

towards a paperless future.

AB

Drivers of change and future skills to
ask how professional accountants can

Annabella Gabb, international editor

improve their tech competencies to face

annabella.gabb@accaglobal.com
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The Paris Aquarium
has added 45 species
of fluorescent jellyfish
to its tanks to highlight
the impact of global
warming on marine life.
Jellyfish are thriving as
sea temperatures rise,
making them a marker for
global warming.

The world’s most
expensive car – Bugatti’s
La Voiture Noire –
has been sold to an
anonymous buyer for
€11m (US$12.4m). The
vehicle, nicknamed the
Batmobile, is a one-off
sports car built from
carbon fibre.

Keeping Up with the
Kardashians star Kylie
Jenner is the youngestever self-made billionaire,
according to Forbes
magazine. At the age of
20, she has an estimated
fortune of US$1bn. She
launched her own
cosmetics brand in 2015.

European aircraft maker
Airbus has scrapped
its struggling A380
superjumbo after just 12
years. The world’s largest
passenger aircraft, which
cost about US$25bn to
develop, has never made
a profit. Final deliveries
will be made in 2021.
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News in brief
The edition’s stories and infographics from across the globe, as well as a look at the
latest developments and issues affecting the profession
Digital tax reform

remedies where transactions

and positioning the board to

RSM’s global network grew

In its ongoing work on

are subject to no taxation or

stay ahead of the complex

its revenues by 5.4% to

reforming the taxation

only very low rates of tax.

challenges presented by the

US$5.37bn last year. Income

fourth industrial revolution,’

increased by 12% in Europe,

she said.

by 8% in Latin America, 6%

of digital transactions,
the Organisation for

Deloitte’s new boss

Economic Co-operation

Sharon Thorne will take over

and Development (OECD)

as global chair of Deloitte

EY names global CEO

intends to use its Base

in June, becoming the first

Carmine Di Sibio will

Erosion and Profit Shifting

woman to hold the position.

take over as EY’s global

AML risk list rejected

(BEPS) framework to achieve

She is currently deputy CEO

chairman and CEO from

EU member states have

a consensus between

and managing partner, global

July, succeeding Mark

thrown out a list of 23

jurisdictions on how best to

and strategy, of Deloitte

Weinberger. As EY’s global

countries compiled by the

tax multinational enterprises

North West Europe. She

managing partner for client

European Commission,

in a digitising economy.

succeeds David Cruickshank,

service since 2013, Di Sibio

which believes they have

Considerations will include

who has completed his

has overseen US$1bn

weak anti-money laundering

which countries should

four-year term. ‘As global

of investment in new

(AML) and terrorist financing

receive tax incomes from

chair, my focus will be on

technologies. He joined the

controls. Member states,

multinationals, including

evolving our governance

firm in 1985 and has served

and the US, objected to the

dealing with transfer pricing

model in support of our

as an advisory and assurance

inclusion on the list of Saudi

practices. It will also provide

global strategic ambitions,

partner for many of its largest

Arabia and US territories

financial services clients.

American Samoa, Guam,

in North America, 4% in the
Middle East and 2% in Africa.

Puerto Rico and the US Virgin

Windies look to life after cricket

8

Firms’ revenues rise

Islands. Also on the list were

The Praxity international

Nigeria, Pakistan and Sri

alliance grew its revenues

Lanka, as well as Afghanistan,

last year by 12.2% to a

Iran, North Korea, Panama

combined US$5.83bn.

and Syria. EU banks and

Revenues grew by 17.4%

other financial institutions

in Asia Pacific, but fell 5%

covered by AML rules would

in Latin America. Grant

have had to apply enhanced

Thornton International’s

due diligence to transactions

revenues also rose, by 9.4%

linked to these jurisdictions if

to US$5.45bn in the year

the list had been approved.

ending September 2018.

EY has partnered with Cricket West Indies (CWI) to help

Growth was assisted by

Golden visa attack

prepare professional cricketers for life after sporting

mergers in Japan and South

The European parliament’s

retirement. The player lifestyle development programme

Africa, along with organic

largest political group,

is led by EY’s Scott Ward, a former professional footballer,

expansion across Asia Pacific

the EPP, has called for

and focuses on cricketers’ personal and professional growth

and Africa, where revenues

the abolition of ‘golden

through classroom sessions, backed by a bespoke technology

increased by 18.7% and

visa’ schemes across the

and e-learning programme.

54.7%; revenues in Europe

EU. ‘The golden visa and

rose by 7.7%. Meanwhile

special tax schemes to
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Take one
In our latest series of video interviews with ACCA members, we meet Rita Purewal FCCA,
CFO of the UK Premier League’s Wolverhampton Wanderers Football Club

Club loyalty
Purewal explains
how the business of
football, which requires
significant investment
and attracts scrutiny like
no other sector, is one
of the most exciting to
work for in the world

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

attract foreign investors

largest parties and accuses

in politicians and the media

Hong Kong and Singapore

pose a security threat to

seven member states –

fell even further over the

are almost twice as likely to

the EU while delivering only

Belgium, Cyprus, Hungary,

past year. Respondents in

obtain expert advice than

marginal or zero economic

Ireland, Luxembourg, Malta

China, Indonesia and India

are SMEs in the UK, despite

benefits and devaluing

and the Netherlands – of

had high levels of trust in

the latter facing the extra

European citizenship,’

acting as tax havens. The

tax authorities, politicians

uncertainty of Brexit. The

said Ludek Niedermayer,

committee argued that

and accountants, reported

survey also found that SMEs

the parliament’s co-

European governments have

efficient tax filing, and

in Malaysia, Hong Kong,

rapporteur of a report

shown a ‘lack of political will

supported tax competition to

Vietnam and Singapore are

examining the schemes.

to tackle tax avoidance and

attract multinational business.

up to nine times more likely

The report claims that the

financial crime’.

visa schemes facilitate tax

than UK small businesses

Trade fear of SMEs

to make use of alternative

Uncertain global trade

sources of funding.

avoidance, tax evasion and

G20 tax worry

money laundering.

Tax transparency, complexity,

has been cited by 31% of

inequality and corruption

businesses in an ACCA

Call for tax police

US GAAP-driven loss

are the biggest concerns of

global survey of 1,240

Berkshire Hathaway has

The EU should create a

the public in G20 countries,

small and medium-sized

told investors that a loss

European police force to

an ACCA survey has

enterprises (SMEs) as the

of US$28.5bn in the fourth

investigate tax evasion and

revealed. The study also

biggest barrier to growth

quarter of 2018 was caused

financial crime, according to

found that while public trust

over the next three years,

by a change in US GAAP. ‘We

a committee of the European

in professionals, including

yet only 16% are accessing

are now required to include

parliament. The committee

accountants and lawyers,

advice on international

the changes in unrealised

is backed by the parliament’s

remains high, levels of trust

trade. Small firms in Vietnam,

gains/losses of our equity
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security investments as a

firms, and ACCC is said to

to support its opinion,’

removing tax barriers to

component of investment

have written to the Big Four

declared the PCAOB in its

cross-border trade. It will

gains/losses in our earnings

requesting information. An

KPMG inspection report.

also provide important

statements,’ the company

ACCC spokeswoman said:

A KPMG spokesman said:

protections against those

explained. In a letter to

‘ACCC regularly engages

‘Audit quality has been and

who seek to use the treaty

shareholders, company

with businesses in a variety of

continues to be a top priority

for tax avoidance purposes.’

chairman and CEO Warren

sectors across the Australian

across all levels of KPMG,

Buffett said the changes to

economy. As per our media

and we are committed to

Apple to pony up

GAAP would produce ‘truly

code of conduct, we do

improving our performance

Apple will have to pay

wild and capricious swings in

not comment on specific

and our system of audit

France’s tax authorities

our GAAP bottom line’. The

investigations that we may or

quality control to ensure that

hundreds of millions of

reported losses are mostly

may not be undertaking.’

we provide consistently high-

euros in taxes as a result

quality audits.’

of an audit of its French

the result of price falls in the
value of Berkshire Hathaway’s

PCAOB pans KPMG

holding in Kraft Heinz.

The US Public Company

UBS fined C3.7bn

magazine L’Express, Apple

Accounting Oversight

Investment bank UBS has

has agreed to pay France

Oz oligopoly inquiry

Board (PCAOB) has found

been fined a record €3.7bn

€500m (US$560m) under a

The Australian Competition

deficiencies in around

(US$4.2bn) by a French court

settlement covering its last

and Consumer Commission

half the KPMG audits it

for facilitating tax evasion

10 years of activities. In a

(ACCC) is reportedly

inspected. ‘In 26 audits,

by its clients and required

statement, Apple said: ‘The

considering whether to

certain of these deficiencies

to pay €800m (US$900m).

French tax authority recently

launch an investigation

were of such significance that

The judgment was delivered

concluded a multiyear audit

into competition in the

it appeared to the inspection

following a seven-year

of our French accounts,

accounting sector in

team that the firm, at the

investigation by the French

and the adjustment will be

Australia. Two senior Labor

time it issued its audit report,

tax authorities. UBS was

reflected in our publicly

Party MPs have called for

had not obtained sufficient

found to have contacted

filed accounts.’

an inquiry into the Big Four

appropriate audit evidence

wealthy French citizens,

operations. According to the

offering to help them

Tax cuts for babies

conceal their wealth and

Hungary’s government has

evade tax liabilities. UBS has

told mothers they can be

said it will appeal.

exempted from paying
income tax for life by giving

Israel-UK tax deal

birth to at least four babies.

The Israeli and British

Prime minister Viktor Orbán

governments have signed

said the measure was

a new double taxation

designed to increase the

convention. It will reduce

size of the domestic labour

the rates of tax levied by

force after many years of

the UK on dividends paid by

population decline, while

British companies to Israeli

reducing reliance on migrant

residents, and do the same

workers. The government

An Italian government audit has concluded that the French

for dividends paid by Israeli

also promised to provide a

owner of the Gucci fashion brand, Kering, owes €1.4bn

companies to UK residents.

subsidy for multiseat cars for

(US$1.6bn) in back taxes. Auditors examined transactions

It will also allow for the

families with three or more

between related companies, including Kering’s Swiss

sharing of tax information.

children. Women under 40

subsidiary, Luxury Goods International. The auditors’ report

Financial secretary to the

who marry for the first time

will be examined by Italy’s revenue agency before a related tax

UK Treasury Mel Stride said:

may also be able to obtain

demand is issued. Kering disputes the findings.

‘This agreement will facilitate

a low interest loan of 10m

UK investment in Israel by

forints (US$35,000).

Gucci parent ‘owes C1.4bn in taxes’

10

Accounting and Business April 2019

INT_N_newsinbrief.indd 10

12/03/2019 14:53

Crypto licensing
Blockchain and other

Corruption threatens to devour democracy

cryptocurrencies are to

Corruption is posing a growing threat to democracy, according to a report from Transparency

be subject to a custodial

International (TI). Its latest corruption perceptions index found that only 20 countries have

services licence programme

significantly improved their score in the past six years, while 16 have seen big declines. Top of

in Mauritius, in what is

the index were Denmark and New Zealand with 88 and 87 points; at the bottom were South

claimed to be the first use

Sudan, Syria and Somalia (13, 13 and 10 points). Patricia Moreira, TI managing director, said:

of this type of regulatory

‘Corruption chips away at democracy to produce a vicious cycle, where corruption undermines

framework for digital assets.

democratic institutions and, in turn, weak institutions are less able to control corruption.’

‘In revolutionising the global
fintech ecosystem through
this regulatory framework
for the custody of digital
assets, my government
reiterates its commitment
to accelerating the country’s
move to an age of digitally
enabled economic growth,’
said Mauritius prime minister
Pravind Kumar Jugnauth.

African export fund
A fund for export

Improvers

Decliners

Countries to watch

Estonia, Côte d’Ivoire,
Senegal, Guyana

Australia, Chile, Malta,
Turkey, Mexico

US, Brazil (heading down),
Czech Republic (on the up)

development has been
launched by the African
Export-Import Bank

receiving US$334m of

the expense of taxpayers,

UAE-based institution

with an initial budget of

initial investment last year,

Zambia’s president Edgar

has reported a 30% rise

US$100m. The fund will be

according to the African Tech

Lungu has claimed. He

in inquiries about sharia-

headquartered in Mauritius,

Startups Funding Report

was speaking at the annual

compliant bonds from

with Kenyan banker Philip

2018 published by Disrupt

conference of the East and

financial institutions located

Kamau as its first CEO. An

Africa. Nigeria overtook

Southern African Association

outside the Gulf states.

initial US$10m in investment

South Africa last year to

of Accountants General.

funds will be targeted in

become the leading home to

Lungu added: ‘The role of

Saudi anti-corruption

2019 at the agribusiness,

tech startups: its 58 startups

accountants is cardinal in

Saudi Arabia has set up an

manufacturing, retail,

attracted US$95m, compared

transforming Africa into

anti-corruption office to

financial services, technology,

with the US$60m obtained

a prosperous and fast-

monitor public spending.

tourism, transport and

by 40 new starts in South

growing continent, the Africa

The office, Nazaha, to be

logistics sectors. One aim is

Africa. While Kenya remained

we want.’

located within the General

to attract US$450m in foreign

the third largest African

direct investment, another

location for tech startups, the

Sukuk takes off

on the anti-corruption

is to overcome the historic

investment attractiveness of

There has been a significant

fight following a 15-month

deficit of SME financing

Egypt, Ghana and Uganda all

increase in the number

campaign against official

within Africa, and a third is to

improved last year.

of institutions interested

corruption that recovered

in issuing sukuk bonds

US$106bn in settlements

‘Public enemies’

and other forms of Islamic

with 11 princes, 38 current

Some accountants in the

finance for infrastructure

and former ministers and a

African technology startups

public sector have become

and development projects,

range of businesses.

hit a new funding high,

‘enemies of the people’,

according to Dalma

with 210 new businesses

enriching themselves at

Capital Management. The

promote intra-Africa trade.

Startups record

Auditing Bureau, takes

AB

Paul Gosling, journalist
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Small business champion
Throughout his globetrotting career, Kevin Fitzgerald FCCA, regional director for Asia
at Xero, has always focused on supporting the needs of SMEs – wherever they are

K

evin Fitzgerald has had a
diverse career, working in audit,

i

CV

operationally. ‘Because I was part of the
team, it made me understand the stresses
and the pressure that the partners were

recruitment and sales in four

different countries across three continents.

2018

under to make sure the business was a

Yet the needs of small businesses have

Regional director – Asia,

success,’ he says.

always remained close to his heart. And as

Xero (Singapore)

Many of the firm’s clients were also SMEs.
‘Our clients were attracted to us because

Asia director at online accounting platform

2017

we were a small practice. They understood

Regional sales director –

that we knew their pain points and that we

Asia, Xero (Singapore)

were there to help,’ says Fitzgerald.

and the language challenges. But we can

2015

Fitzgerald made the difficult decision to

help companies to better understand the

Territory sales manager,

leave the practice where he had ‘built up

health of their business, thereby freeing up

Victoria and Tasmania, Xero

a lot of strong personal relationships’.

their time to combat other challenges.’

(Melbourne, Australia)

For him, a big reason for leaving was that

Xero, this is at the forefront of his role.
‘For us, our value really lies with the back
office of a business,’ Fitzgerald explains.

After five years with Moran and Partners,

‘We can’t help with the sales and marketing,

he wanted to explore the world. He thus

A consistent challenge for small and
medium-sized enterprises (SMEs) is,

2011

moved to the Channel Islands – British

Fitzgerald says, access to capital. ‘A lot of

Various roles, from

crown dependencies – where he worked as

them fail because of cashflow problems and

recruitment consultant

an audit senior at KPMG.

not because of customers,’ he says. ‘How

to manager, financial

Xero tries to combat that is to help small

services accounting and risk,

Helping SMEs succeed

businesses keep their records up to date,

Robert Walters (Melbourne,

The experience of working in one of the Big

and give them a good understanding of

Australia)

Four firms helped Fitzgerald realise that his

the financial health of their business. With

passion was very much rooted in helping

Xero you can actually see the up-to-date

2007

SMEs succeed. ‘KPMG was a brilliant firm

financial state of your business with direct

Hedge fund supervisor,

but my role there didn’t suit me,’ he says.

feeds from your bank, whereas previously,

International Fund Services

‘I was doing the audit of banks and I felt

if you weren’t in the cloud, you were

(Dublin, Ireland)

there wasn’t as much of the personal touch

probably a few months behind with your

that I was used to. I wasn’t engaged with

2005

the client as much as I had been at the

Contract accountant –

smaller firm. That really helped me figure

applying for loans, since the latest financial

mutual funds, Royal Bank of

out where I wanted to be in my career.’

reports can be forwarded to the bank in

Canada (Jersey)

financial records.’
This, he notes, is particularly useful in

almost real time.

After returning to Dublin as a hedge fund
supervisor with International Fund Services

2004

(State Street), in 2011, the travel bug bit

globetrotting career has taken him from

Audit senior, KPMG Channel

Fitzgerald again, this time taking him to

Dublin to the Channel Islands, back to

Islands (Jersey)

Melbourne, Australia, some 17,000km

Now based in Singapore, Fitzgerald’s

Dublin, then on to Australia. He began

away, where he joined Robert Walters as

his career as an auditor with Moran and

1999

a recruitment consultant, specialising in

Partners, a small accounting practice in

Audit manager, Moran and

accountancy roles for practices and banks.

Dublin, Ireland, with just 25 staff. This meant

Partners (Dublin, Ireland)

he could observe how the business worked

Around this time he first started to take
note of Xero, an online accounting platform
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for small businesses, which had started out in New Zealand

Diversity challenge

and had gained ground in Australia and the UK. ‘I kept seeing

After two and a half years with Xero in Melbourne, Fitzgerald

the advertising and I wondered who they were,’ he says.

was posted to Singapore as regional sales director, Asia,

After almost four years with Robert Walters, Fitzgerald

Setting up shop in the city-state did come with its own share

he declined. ‘This was taking me into business leadership

of challenges. One of these, Fitzgerald identifies, is Asia’s

in a recruitment business that did a lot more than

diverse nature. Unlike the US and Australia, where markets are

just accounting,’ he says. ‘It ended up being a really

more homogenous, language and regulatory differences can

easy choice for me; I wanted to be back closer to the

make trade with other Asian countries more challenging.

accounting world.’

14

then subsequently promoted to regional director, Asia.

was offered the position of associate director – a role

The other challenge that he faced was that while the

Through a friend who worked in Xero he set up a meeting

small business platform was already an established brand

and in 2015 he joined as territory sales manager for Victoria

in Australia, it was less well known in Asia. Building brand

and Tasmania.

recognition in the region has therefore been a priority for
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clients’ needs and capture the opportunity that they’re

About Xero

leaving on the table.’
Besides accountants, Xero also works closely with technology

Xero is a platform for small businesses and their advisers.

partners. ‘We have an open API that we publish, so developers

The company has 1.4 million subscribers in more than 180

can go in and see what the end points are, and what they need

countries and a thriving ecosystem seamlessly integrating

to build,’ Fitzgerald explains. ‘If they can build something that

with 700+ apps. On the inaugural 2018 Financial Times

a small business needs, they can connect to Xero and advertise

FT100 High-Growth Companies Asia Pacific list, Xero was

in our marketplace. That’s advantageous for them, because

the fastest growing tech company in the US$200m-plus

Xero has nearly 1.4 million users.’

segment. Xero won Technology Provider of the Year at the

Fitzgerald’s passion for accountancy began as a child, when

2016 British Small Business Awards and was rated by Canstar

he observed the respect the local community had for his

Blue as Australia’s best accounting software, 2015–18. Xero

grandfather, who had been the treasurer of the local credit

and ACCA recently signed a partnership deal (see AB,

union. ‘When I got a bit older, I understood that he worked

January 2019, page 66).

in accounting and that he helped local businesses when they
needed more cash,’ he says. ‘That
was when I realised that I wanted to
be able to help people in that way.’

Fitzgerald. ‘In Australia, we’ve got

Fitzgerald has enjoyed the

600,000 small businesses using us,

support of ACCA throughout his

which is pretty much 25% of the

career. While at Moran and Partners

market,’ Fitzgerald says. ‘When I
walked down the street in my Xero
t-shirt, people would say hello and
tell me they loved the platform.
Here, we are still trying to get people
and small business to relate Xero to
accounting.’
In spite of these challenges, Xero
is already gaining ground, with a

‘Our focus is
on teaching
accountants how
to use technology
to understand their
clients’ needs’

he began studying part-time for
his ACCA Qualification. Today,
he offers his time to help mentor
the next generation of finance
professionals. He first began
mentoring in Melbourne, through
the Irish Australian Chamber of
Commerce, and will soon be part
of a new pilot ACCA mentoring

49% growth in rest of world including

programme in Singapore.

South-East Asia for the year to 31
March 2018. This has led to the creation of a second office, in
Hong Kong, in 2018.

ACCA recently invited Fitzgerald to represent South-East
Asia on its global technology panel, which enables shared
thinking on key technology and data-related issues affecting

Support, train, educate

the profession. ‘ACCA has opened so many doors for me. I’m

While the growth of technology is currently transforming

grateful that since I’ve been in Singapore, the local team has

the finance function, Fitzgerald is adamant that businesses’

been really supportive,’ he says.

adoption of Xero will not lead to job losses. For a start, one of

As for his future plans, Fitzgerald says that while he’s

Xero’s main sales channels is through its accounting partners,

currently excited about building up his team in Asia, he

who will often recommend the use of the platform to their

doesn’t rule out moving again in the future. ‘Who knows?

clients. Fitzgerald points out that while it would be impossible

I’ve been qualified as an accountant for 15 years, and worked

for Xero to reach every small business globally, its key point of

in four different countries. It wasn’t that I wanted to leave

contact will always be finance professionals. ‘Our strategy has

Ireland; it’s that I wanted to explore the world. I don’t think

always been to win over the accountants and bookkeepers, with

Singapore will be my final destination.’

AB

our teams set up to support, train and educate them,’ he says.
Furthermore, Fitzgerald believes that accountants need
to play catch-up as the industry has evolved due to changing
expectations of business owners. ‘Accounting businesses
need to go digital,’ he says. ‘Our focus is on teaching
accountants how to use technology to understand their

Rufus Tan, journalist
More information
Find more resources on technology and the profession at
accaglobal.com/members.
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Mustafa Najoom ACCA, business development director,
Madera Outsourcing, Reston, US, and active golfer

8.6%

The view from
I have always had a

accounting. For a small

fondness for numbers

business in the early stages

and knew from early on

it can be costly to set up

that I would work with

an accounting team or hire

Rise in tax advisory revenues globally, to

them. After completing my

someone to handle the

US$20.3bn, according to a 2018 report.

school studies in Lahore,

accounts. But not having

Source: Source Global Research

Pakistan, I realised that my

an in-house accounting

abilities were well suited to

function does not have to

a career in accounting, so I set off in that

deter growth. Many unicorn companies

Box headline
Firm
mergers

direction. I moved to London to study

outsource their business processes.

Voluptas eum,among
Consolidation
ipis mincte
mid-market
ped quis
firms

full-time for the ACCA Qualification and

accullorest,
and
networks
sintecta
has accelerated.
velest labor
Russell
rereiciis

being the first in the family to train as an

My love for numbers is what drives me

quos dollautetur?
Bedford
has expanded
Qui nam,
in Africa
volor
with the

accountant I was determined to ace.

to work every day. However, being able

sunt adi berit
recruitment
ofvene
TMK pro
& Co,
quae
of Kampala,
commos

to help small businesses grow makes

quaspit, si
Uganda,
while
omni
UHY
lorem
hasipsum.
added Iranian

After I graduated I co-founded an

me glad I made the career choices I

Boxout
firm
Hadicrosshead:
Hesab Tehran
doluptur,
to its network.
sequamust

equity and commodity brokerage firm,

did. I have helped to develop a client

magni
Duff
& Phelps
bera coribusdam
has expanded
et reinnobist
the la

ultimately managing a client portfolio

base in more than four countries with

dolore con
Greater
China
re volorer
region with
spercit
theautem
acquisition
as

of more than US$30m. While ACCA

avid networking, which makes me very

rerum
of
Zolfovolut
Cooper
volorun.
Asia. MGI Worldwide

taught me to be progressive in addition

proud. So far, we have been able to take

Boxout
has
accepted
crosshead:
two more
moditat
firmsurehend
into its

to imparting theoretical knowledge,

Madera from a traditional bookkeeping

isciae. Gitae
network
– Shankar
magnima
Associates
ximporr
in Nepal

my time at the brokerage taught me

firm into the realms of fintech.

undenimilit
and
Fiduciary
prem
Wealth
culpa
Management
dolore praein

the art of accounting and finance in the

estrum rerem
Gibraltar.
Grant
aborrup
Thornton
turiantion
has re-entered
culpa

practical world. We decided to close the

The ACCA Qualification is the

brokerage and venture out; after which

foundation for my career. As well as

I co-founded an outsourcing company,

providing me with technical knowledge,

Box headline
Deloitte
Japan fined

Madera.ai. Madera was the result of

being an ACCA member has allowed

VoluptasJapan
Deloitte
eum, ipis
is tomincte
pay US$2m
ped quis
to settle

seeing small businesses and startups

me to move easily between countries,

accullorest,
charges
fromsintecta
the SEC
velest
that itlabor
breached
rereiciis

struggle with their bookkeeping and

first to the UK and later to the US. The

quos dollautetur?
audit
independence
Qui
requirements.
nam, volor While

ACCA community has been my constant

suntfirm
the
adi was
beritauditing
vene pro
a banking
quae commos
client,

support system through this. The

quaspit,
its
then CEO
si omnoditat
Futomichi
urehend
Amanoisciae.
and its

qualification also adds credibility to our

Gitae magnima
director
of independence
ximporr undenimilit
Yuji Itagaki

company in addition to adding value to

premaccounts
held
culpa dolore
with the
praebank’s
estrum
subsidiary
rerem

my professional credentials.

aborrup
in
excessturiantion
of permitted
culpa
levels.
doluptus.
According

The ACCA
Qualification adds
credibility to our
company and value
to my professional
credentials

doluptus
the
market
lorem
in Peru.
ipsum dolor sit amet.

Ur,the
to
nihitiis
SEC’s
mollaut
order, rerum
Deloitte
atum,
Japan
core
You can’t rest on your laurels, though.

saeraebut
knew,
cusfailed
aut que
to adequately
pos ex exerepe
disclose,

Hence I entertain every form of

rroviducias
that
Amanoes
maintained
venet odit,account
simporum

professional development. To relax,

dolo el eaquidis
balances
with thecorro
subsidiary
blatiosbank
qui

I like to arrange small community

volupta
that
compromised
quique dit his
estemperum
independence.

meetups and, like many accountants,

doluptasJapan
Deloitte
et, vollam
and its
re que
former
susexecutives
eum hit

I am an active golfer. I thrive in

aut occusaecus
agreed
sanctionsessi
without
omnihiciis
agreeing
et lorem
or

environments where I get to interact

ipsum dolor
denying
the complaint.
sit amet nunc.

with like-minded people.

AB

April 2019 Accounting and Business

INT_YPRAC_intro.indd 17

17
13/03/2019 14:21

Stress-test to survive
With change accelerating at every level, strategic planning is something that smaller
firms need to do just as much as the mid-tier and Big Four, says Keith Underwood
Digitisation of tax systems is one of

consider organising a strategy day to

advisers to broaden their service

the main strategic priorities for many

think about what is over the horizon and

offering. Both the direction of travel

smaller firms over the short term.

realign their business model accordingly.

and the pace of change require sober

Broader software developments,

Developments in telecoms and data

evaluation and review. It is important

artificial intelligence and talent

storage, along with shifting staff and

to stress-test your practice to ensure

development are typically seen as

client expectations, are happening

that it is fit and flexible enough to take

complementary, and aren’t necessarily

so rapidly that tools and services are

on board the changes to servicing

evaluated for their effect on the

being adapted, overtaken and replaced

and staff satisfaction that will impact

business. And while bigger firms

over ever shorter timescales. The pace

all companies in the period from, say,

often take a more rigorous approach,

of change is such that products have

2020 to 2025.

drawing up a management document

shorter windows of opportunity for

or strategic plan to cover their

development, launch, sale and profit-

Identifying change

investment in recruitment strategy,

creation before they are superseded.

With a little analysis it is possible to

digitisation and a focused service,

flag up some of the issues for your

on the short term, but significant

practice that are going to change at

changes are coming down the line.

an accelerated rate, and for which you

expectation are significantly changing,

Almost all clients now have requirements

have to be prepared to remodel your

practices need at the very least to

and aspirations that will require their

business if it is to stay relevant:

by no means all do.
Yet in a world where technology and

18

Most small practitioners concentrate
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*
*

*

Check your staff turnover at, say,

can be explained, you still need

expect a better work-life balance

three levels – work out the change

to look forward and overlay future

than has been the norm. Flexible

in the rate of that turnover over the

considerations on the historic trends

working will become the rule.

past five years or so.

you identify – for example:

Management will have to delegate

Pick out your productive clients

*

IT and digitisation. The pace of

responsibility, and structured quality

change will rise significantly. Early

controls will need to be embedded

fees above £2,000), and log client

adopters will capture potential

in workflow and monitored remotely.

gains and client losses year by year

improvements in profitability, with

over the past five years or so. The

digitised services also allowing

significance here is to identify if you

pricing structure to change. Do

members and directors are likely

are taking on and capturing new

not treat this as merely an internal

to be challenged unless there is

fees of significant size to generate

change, as many of the features

investment in the business and a

advisory business, or are losing

of digitisation will be external

change in client approach. Larger

larger fees through natural causes

to your organisation and have a

firms can experiment with change

– ie sales, competition, retirement –

client impact. Clients will expect

by, for example, developing business

and replacing them with smaller fees

high levels of digitisation and an

units focused on a particular kind

(for example, in the UK, annual

Management. The profit shares
currently enjoyed by partners,

that do not generate advisory work.

of service and delivery. In the UK,

Review the office space your

for example, sub-£20m firms will

practice occupied in 2013 compared

Do not treat
digitisation as
merely an internal
change, as many
of its features will
be external to your
firm and have a
client impact

with 2018. For most firms, paperless
technologies, hotdesking and
home-working have cut the square
footage requirement, and brought
down office costs incurred in
relation to fees.

*

*

Do some simple fee-banding
comparisons – look carefully at what
your top 20 clients represented as a
percentage of total fees in 2013 and
what they contributed in 2018.

need to make a larger percentage
investment, will not necessarily be
able to experiment, and will not
have the flexibility of the larger firms.
They will, though, have to make key
decisions if they are going to survive
into the 2020s with a modern and
effective business that offers services
valued by the market.

A new profile
A stress test evaluating the sort of

These are a few examples of the

aspects listed above may significantly
enhanced customer experience.

change the profile of the practice.

Talent development. Practices’

Redressing adverse financial trends

historic pyramid structure is being

may require management resource and

broken down. The modern recruiting

investment in new services or marketing.

approach is to shape qualified

All these elements can be modelled and

hidden trends and then see whether

individuals, who can then take up

tested before implementation.

they can be extrapolated downwards

senior positions in three, four or five

or upwards over the next four to five

years’ time and keep the day-to-day

by adapting and evolving, but it is

years. You want to make sure your

work ticking over. This, though, is not

inherently inflexible and conservative.

practice is prepared and flexible enough

necessarily the best route to finding

Stress-testing for the next five years

to manage those changes, which in

talent to service a firm’s business

may drive change or, depending on

the main are going to be external

in, say, five years’ time. By 2025,

the age of the proprietors, may lead

parameters and possibly outside the

millennials will be the significant

to a decision to merge or sell, with

management experience of your firm.

part of the accountancy workforce,

the resulting larger firm taking on the

perfectly capable of adapting to

change challenge.

elements of your business that are
probably undergoing change. You may
already have some under review, but

*

others may not have been monitored.
What you are trying to do is identify

You may think these are superficial

The traditional practice has survived

AB

indicators. But whether or not there

the latest software, and impatient of

are extenuating reasons in each

legacy systems and structures.

Keith Underwood is managing director

Human resources. Millennials will

of Foulger Underwood Associates.

case as to how the outcome trends

*
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Equipped for the future
For career success and a position in a firm’s upper echelons, accountants are going to
have to embark on a personal development journey, says Ayalla Reuven-Lelong

To lead and remain relevant in today’s

members of the C suite, HR leaders,

identifies two types: fixed and growth.

fast-moving business environment,

learning and development leaders,

The growth mindset is a prerequisite for

accountancy firms need to ensure that

and academics. The five areas can be

success in a world where change has

partners and employees alike have a

modelled as a metaphorical journey to

become the new normal.

‘winning personal value proposition’.

five lands that every accountant should

To help develop the skills to succeed

undertake to succeed.

in the fourth industrial revolution, we

20

Accountants with a fixed mindset
assume that an individual’s character,
talents, intelligence and creative abilities

need to consider five key areas, which

Mindset

are static and unchangeable. They

were identified following interviews with

The first area is mindset. Stanford

tend to stay in their comfort zone and

partners from Big Four and other firms,

University professor Carol Dweck

resist change or personal development
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process. It’s an approach that weakens

skills report, the qualities needed for

their personal value proposition.

success include left-brain abilities such

The five essentials

as intelligence, technical and ethical

Remaining future-fit requires:

believe that most basic abilities can be

skills, as well as right-brain skills such as

developed through dedication and hard

creativity and vision.

*
*
*
*
*

Those with a growth mindset

work. They enjoy challenges and treat

The successful accountants of the

an open and flexible mindset
whole-brain thinking
emotional intelligence

failure as a springboard for growth and

future, especially in leadership positions,

an opportunity to stretch their existing

will see the big picture, be able to

abilities. They are willing to step out of

connect the dots, and be highly creative

their comfort zones, put in the effort,

and innovative. Those qualities will

and practise and develop new skills

provide their clients and employees

giddy pace of change. In other words,

and competencies to build a winning

with a winning value proposition. They

we need to find a way to stay on the

personal value proposition.

will put relationships at the heart of

boat as it rushes down the rapids.

their everyday life and do their best to

Sticking the course is the fourth key

those in leadership positions, need to

maintain positive relationships with team

area, and is easier if you can:

have a growth mindset and be able to

members and clients – relationships

apply it in five different domains:

based on trust and respect.

*

Tomorrow’s practitioners, especially

*
*
*
*
*

sustainable adaptation
personal reinvention.

find a sense of purpose by
measuring your personal success by

professional skills

the positive influence you have on

technology and innovation

your team, clients and society

*

leadership
emotional intelligence
business value.

ACCA’s Emotional quotient in a digital
age report also supports the need
for a growth mindset, flagging it as a
key enabler for developing emotional
intelligence and stretching abilities.

Whole brain
The second area accountants should

Accountants with
a growth mindset
enjoy challenges
and treat failure
as an opportunity
to stretch their
existing abilities

retain a degree of optimism,
choosing to see the glass as half full
and helping colleagues do the same

*

manage your career proactively
and take full ownership of your own
development

*

build your social capital, developing
a network of relationships that can
support you during the tough times

*

manage your own wellbeing by
ensuring you get enough sleep,
eat well, exercise and engage in

work on is thinking with both sides of

activities that make you happy.

the brain. The left side of the brain deals
with rational, analytical, methodological,

Emotional quotient

problem-solving and logical abilities,

A vital part of developing whole-brain

Reinvention

while the right processes feelings,

thinking is mining/using emotional

Finally, key area five: you need to be

imagination, abstractions and

intelligence, or EQ – the third key area.

able to reinvent yourself using the skills

associations, vision, creativity and

The ability to use social and emotional

and competencies you acquire as you go

holistic thinking. Historically, successful

skills will be vital in the workplace of the

through your career. It’s worth thinking

accountants have displayed strong

future; it is where humans have the edge

about how the profession will look in the

left-brain skills. In future they need

over machines, and becomes humans’

next five years and developing any skills

to be ‘whole brain’ thinkers – critical

unique value-add. Firms need to take

you may need to succeed in this new

and strategic thinkers, analytical and

these human skills and combine them

world. Building a strong personal brand

methodological, yet also intuitive,

with artificial intelligence to create a

will pay dividends over time, both within

visionary, creative, relationship-driven

culture of augmented intelligence.

your firm and in the market.

AB

and passionate.

Staying afloat

Ayalla Reuven-Lelong is CEO of

these varied skills through its research

Of course, we also need to look to the

Israel-based strategic change

into ‘professional quotients’. According

long term and make sure these changes

consultancy EQ-EL and co-creator of

to ACCA’s Drivers of change and future

in approach are sustainable given the

the ‘five lands’ model.

ACCA also highlights the need for
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How much do you make?
It’s time to expose the considerable pay disparities between men and women,
between professions and between generations, says Vanessa Richards
Would you tell people how much you

make up 40% of the US workforce by

are paid?

2020. Pay rates, particularly for freelance

We live in a world where we expect

and contract workers, are frequently

to be able to access the information

opaque. And these workers are more

we need to make decisions or form

likely to be female and young.

judgments: whether it’s looking at online

Some things need to change.

restaurant reviews before booking,

Employers increasingly have to disclose

or a candidate’s voting record before

information on pay strategies, structures

deciding who to support. But on one

and governance. But disclosure of pay

of the biggest decisions we all make –

rates, even anonymised, is entirely

where to work – we are usually missing

voluntary and very rare.

vital information.

The move would have implications for

Four out of five job advertisements

individual privacy. Yet we live in a world

in Australia do not include information

where almost all aspects of our lives are

on the salary on offer. There is very

now visible to anyone with the interest,

little reliable information on pay rates

skills or authority to access them. As we

for entire professions, let alone specific

grow increasingly accustomed to being

jobs. When I worked for a company

part of a larger dataset, why would we

that provided pay data to employers

not include pay?

for benchmarking purposes, I was

The prospect may make many of us

invariably asked by people at parties

feel uncomfortable. The idea of family,

whether I could find out if they were

colleagues and neighbours knowing

being paid enough. (The answer, sadly,

our income sits strangely with those

was no – homogenised, anonymised

of us who have grown up in a society

median numbers are not a good guide

where discussions of individual wealth

for specific individual pay rates, only for

are taboo. But there are plenty of

general remuneration trends.)

examples of pay transparency that work:

Self-interest aside, there are good

in most parts of the world, pay in the

public policy reasons for improving pay

public sector is largely transparent, and

transparency. Addressing the gender

Norway has disclosed the income of all

pay gap is an obvious one. As of

its taxpayers since 2001.

February, four out of 10 UK companies

Pay transparency may be an idea

have reported that their gender pay
gap has actually widened over the past
year. This is supported by the World
Economic Forum’s Global Gender
Gap Report for 2017, which found
that women earned on average 32%
less than men, compared with 31.7%
in 2016. The issue is exacerbated by
the casualisation of the workforce.
‘Contingent workers’ are expected to

22

whose time has come. And if the

Four out of five job
advertisements
in Australia
do not include
information on the
salary on offer

prospect of exposing the disparities
between men and women, between
professions or between generations
makes us uncomfortable – perhaps we
should look at addressing why.

AB

Vanessa Richards is a corporate
communications and governance
consultant in Australia.
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Greening Africa
With seven of the world’s 10 most climate-vulnerable nations located in Africa, the
continent’s burgeoning green finance initiatives are hugely welcome, says Alnoor Amlani
Kenya has got in on the act too.

The natural characteristics and
development of countries in Africa

Earlier this year its Capital Markets

make their economies heavily

Authority (CMA) and the Nairobi

dependent on agriculture and minerals.

Securities Exchange (NSE) launched

While sub-Saharan Africa is far from

legal and regulatory frameworks to

being the world’s biggest contributor

facilitate a green bond. The national

to greenhouse gases and hence climate

electricity generator KenGen has

change (see ‘The climate cavalry’, page

expressed keen interest, as have a

30), it is undoubtedly among its biggest

number of unnamed banks.

victims. Now, some African countries

Under the regulatory frameworks,

are taking steps to mitigate the risk of

funds must be invested in projects and

damage caused by climate change and

assets that benefit the environment,

related environmental risks.

and expressly exclude fossil fuel

In 2017 Nigeria became the first

projects and the like. An annual report

country in Africa to issue a sovereign

detailing the environmental impact of

green bond, following in the footsteps

the funds invested must also be sent

of Poland, France and Fiji. Nigeria’s

to bondholders, and an external review

five-year, 10.7bn naira (US$30bn) bond,

mechanism is in place.

issued to fund renewable energy

Mark Napier, director of Financial

projects, was listed on the Nigerian

Sector Deepening Africa (one of the

Stock Exchange in mid 2018. Following

organisations that launched the Kenyan

its success, a second bond is due to be

programme), says: ‘The new green

issued later this year.

bond guidelines provide confidence

Also in 2018, the African Development

to investors and certainty to issuers of

Bank (AfDB), which set up a green

green bonds in Kenya… It is a milestone

bonds framework as early as 2013,

for the green bonds market in Africa.’

successfully issued its seventh green

According to the programme’s annual

bond. The dual-tranche affair consisted

report for 2018, the global green bond

of a US$500m three-year fixed-rate

market rocketed from US$155.5bn

bond and a US$100m two-year floating-

worth of issues in 2017 to an estimated

rate bond.
Ashley Schulten, head of responsible
investing for global fixed income at
BlackRock, says: ‘AfDB’s green bonds
enable our clients to invest in highquality renewable energy projects like
solar and wind farms in Africa through
a familiar fixed-income offering. The
global climate benefit of this type of
infrastructure build is significant and
drives at the spirit of what the green
bond market was built to accomplish.’

Africa’s massive
untapped potential
in solar, wind,
geothermal and
other green energy
technologies now
has a new source of
finance – in Africa

US$250bn–US$300bn in 2018.
It is laudable that Africa is actively
participating in this growth. Its massive
untapped potential in solar, wind,
geothermal and other green energy
technologies, as well as the huge
immediate opportunity in the urban
transport sector, now has a new and
exciting source of finance – in Africa.

Alnoor Amlani FCCA is a director with
the CFOO Centre in Nairobi, Kenya.
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Riding the wave
As technology transforms the profession, an epic career awaits ACCA members
that embrace this sea-change, says ACCA president Robert Stenhouse
traditional business models are being
challenged, significant investment
in technology will be needed to
transform our ways of working.
To make the right business decision,
it is important to be able to project
the true cost of this activity to ensure
adequate funding is available.
This involves modelling the impact
on income of changing customer
behaviour, while also projecting the
costs of replacing legacy systems,
and maintaining and upgrading
new systems.
The second area is monitoring and
measuring change. The business
change and IT transformation need
to go hand in hand, and you need to
bring everyone along with you on the
journey. This requires clear objectives
to be established that can be measured
and monitored.
The third area is making sure that the
business benefits are achieved ethically
and sustainably. It is in times of change
and challenge when professional
At a recent new-member event, I was

change, the transformation we

accountants really add value, bringing

asked by our guest speaker whether

experience will provide career

their integrity to bear as they consider

our members become CEOs, CFOs

opportunities not seen for generations.

the interests of all stakeholders.

or entrepreneurs? My answer was

ACCA members have the core

simple: ‘All of them – whatever they

has been called the fourth industrial

skills and competencies to be leaders

want to be.’ After all, a career as a

revolution, and the finance profession

at the forefront of the business

finance professional is a journey not

has a huge role to play in making sure

transformation that will inevitably

a destination.

the potential benefits are captured for

happen as the world takes advantage of

society as a whole.

the latest digital technologies.

A more frequently asked question is
related to technology, one of the key

In particular, I would highlight three

Those who choose to ride this wave

themes that ACCA will be exploring

areas where the core competencies

will have the opportunity to secure an

this year: ‘Will technology replace

of professional accountants are

epic career journey.

accountants?’

essential to achieving successful

Inevitably some routine processing
jobs will be replaced by machines.
But for those members who embrace

24

We are at the beginning of what

transformation.
The first is the appraisal of IT
investment. At a time when many

AB

Robert Stenhouse is ACCA president
and a director, national accounting and
audit, at Deloitte in the UK.
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The view from
Saqib Inam FCCA, accounting and finance consultant,
TransUnion, Burlington, Canada, and passionate traveller

90%

I started my career in 2010

Working in practice gave

as an intern at PwC in

me the opportunity to audit

Islamabad, Pakistan, before

a range of industries, which

finance team lacks the skills to support

joining KPMG as a junior

helped me build up a firm

enterprise digital transformation.

accountant. A step up to

understanding of the world

Source: Association of International

become senior accountant

of business. In a practice

Certified Accountants/Oracle

saw me move to the firm’s

role you need to develop

Abu Dhabi office in 2014.

technical knowledge

of global finance leaders say their

and stay updated with all accounting

Exxon in climate battle

Next, after a spell as a cost controller

standards, in order to be able to provide

The New York State pension fund is set

at Target Engineering Construction in

expert opinion to clients.

to propose a motion at ExxonMobil’s
AGM in May to set targets for cutting

the UAE in 2017, I crossed continents
to settle in Canada. There I was

The importance of businesses like

its carbon emissions in line with the

employed first as a senior accountant

TransUnion significantly increased

Paris accord. But ExxonMobil has called

with KPMG before joining credit

after the recession because lenders

on the US Securities and Exchange

reporting agency TransUnion as a

tightened their controls. Now they want

Commission (SEC) to block the

consultant in accounting and finance.

to see a broader range of types of credit

motion, which it claims is misleading.

score to assess the credit worthiness

New York State comptroller Thomas

of borrowers.

P. DiNapoli said: ‘Exxon is trying to

My day to day activities are diverse
and challenging. I partner with

deny shareholders’ right to vote on

various departments to help them

The ACCA Qualification has helped me

a significant climate risk concern. Its

understand the accounting treatment

on every step of my career journey.

opposition to the request, filed by

of different revenue streams, review

ACCA is highly regarded across the

investors with US$1.9 trillion under

customer contracts in order to

world. Employers know that ACCA

management, is shortsighted and

provide expert opinion, and fulfil all

members are highly skilled and work to

disappointing. Exxon’s failure to show

reporting requirements. I also look for

industry best practices. When I decided

that it’s prepared for the low carbon

efficiencies and develop processes to

to move to Canada my membership

global economy is a significant long-

streamline activities.

facilitated me in securing a job.

term risk.’

My career goal is to become a CFO.

Ex-Apple lawyer charged

Thereafter, I want to open my own

The US SEC has filed insider trading

accounting and consultancy firm.

charges against Apple’s former global

My biggest
achievement has
been moving
from my roots in
Pakistan to Canada
– one of the world’s
most established
economies

head of corporate law and corporate
My biggest achievement has been

secretary Gene Daniel Levoff. It alleged

moving to Canada, one of the world’s

that Levoff received confidential

most established economies. I have

information about Apple’s quarterly

come a long way from my roots in

earnings announcements, using this to

Pakistan, a developing economy.

trade Apple securities in advance of the
public disclosures. The SEC alleges that

I have a passion for travel. I also like

he gained US$382,000 from profits and

swimming and I volunteer with various

avoiding losses.

charitable organisations.
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Capital idea
Cash tied up in working capital can fluctuate enormously, but Excel-based tools
can help you manage the volatility, as Rob Bayliss and Mark Robson explain

26

If we see financial modelling as a tool

application to increase the facilities

for business, better modelling means

of a borrower (a UK engineering

capital swing was modelled to be minus

better decision-making. Here we look

contractor), just 11 months after the

£500,000 for the last quarter. The actuals

at the challenges of managing working

contractor banked a £500m deal.

show minus £6.5m. It is not huge relative

capital and how to cope with the

Trading is really good, but the revolving

to the loan, but more than enough to

inevitable fluctuations.

credit facility (RCF) is too small. The

leave the company with no RCF and an

bankers dig out the original application

updated forecast showing more working

Working example

as well as the model that supported

capital needs in the next six months.

Take this scenario: three people from

it, and compare it to the latest

a bank’s credit team are reviewing an

management accounts.

The cause is clear: the net working

The need for working capital –
the cash a company needs for day-
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to-day trading – fluctuates a great
deal, depending on how fast the

Tips and tricks

business sells to customers, how

*

quickly customers pay and how
quickly the company has to pay
its suppliers.
Forecasting this can get unexpectedly

what your profit and loss statement

= sales / 365 x debtor days (excuse the maths) is too simplistic; we would expect
a ‘countback’ that looks at recent seasonality.

*

tricky. A swing in working capital is
one of the main differences between

You could use ‘debtor days’ to calculate receivables, but the formula of debtors

Similar to ‘debtor days’, using ‘creditor days’ for payables requires you to work
out what costs to include. We would be much wealthier if we had £10 for every
time we saw someone include payroll here.

*

You could complete the set with ‘stock days’ to estimate inventory balances – but
please, please don’t calculate based on the sales that have already happened –

says you earned and what you then

stock workings should look forward because you hold stock based on what you

actually find in the bank at the end of

are going to sell in the future.

each month. Higher sales means higher
debtors and a longer wait before the

*

Using percentage profiles to drive cycles can be powerful – the engineering
business mentioned in this article needed to layer together trends of when

cash comes in. Negotiating an early

exactly work was done, when it was billed at milestones, and when the cash

settlement discount with suppliers is

came in.

great for your profit margin, but the cash
goes out earlier.

*

Spiky items, such as rent, rates, annual insurance bills, staff bonuses, VAT and so
on, all need careful attention – never trust those suspiciously smooth lines called
‘prepayments and other debtors’ or ‘accruals and other creditors’.

Reality check
The bankers in the scenario above
found that the model from just one year

when revenues are recognised and

any rigour can be challenging. It takes

earlier forecast working capital in line

when the cash comes in. Even simple

practice, thought and collaboration,

with business growth. Flawless maths

businesses have seasonal swings,

and not just the feverish late-night

and, at the materiality levels everyone

heightened by growth. It is important to

spreadsheeting of a stressed CFO or a

was focusing on, sensible enough. But,

have a forecast that understands this.

junior Excel wizard.
You need to get these fluctuations

in fact, real life is not so simple.

modelled in a way that allows you

The engineering firm was told to get a
better view of its forecasts and a better
model, and fast. That is where it needed
some help creating a much sharper
business tool.
The problem was that one arm of the
business had indeed grown strongly,
gaining several large contracts with big,
strategic customers, but margins were
lower. As an engineering contractor,
the company would do a lot of work,
invoice once a surveyor confirmed

Getting Excel-based
tools to calculate
working capital
fluctuations with
any rigour can
be challenging. It
takes practice and
collaboration

progress, and then receive the cash on

business and see what happens –
in a way that balances enough detail
to be credible with the elegance and
simplicity to be transparent and not
blow up your laptop.

Improved guesswork
Forecasting those swings will include
some guesswork. Some historic patterns
will repeat, but others won’t. A good
model will help make those guesses

terms a month later. Surveyors hadn’t
been surveying on time, though, and

to flex the growth or risks of the

better and help you avoid being
There are many ways to set a

one of those rattled bankers, or the

these big customers also demanded

spreadsheet up to forecast working

embarrassed FD going back to the bank

longer credit terms.

capital ups and downs. Senior input into

with cap in hand.

The old model missed these dynamics

AB

cycles and risks is vital in picking good

and had no variables to change in order

techniques. Some common tricks and

Rob Bayliss and Mark Robson are part

to check for such an impact. Growth

their pitfalls are shown above.

of a team at Grant Thornton UK that

costs cash. Worse still, many businesses
have a real disconnection between

Getting Excel-based tools to calculate
the working capital fluctuations with

pulls together beautiful forecasts for
clients making important decisions.
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On the digital trail
Mariam Absar ACCA offers an overview of the challenges and complexities involved in
corporate forensic analysis, and looks at how investigators go about their work
The massive intrusion into everyday

investigations in the digital sphere

life and business operations alike by

comply fully with the law.

technology shows little sign of coming

evidence source:

*

to an end. One byproduct of this

may turn to digital forensics include

phenomenon is that the true history of

hacking, unauthorised use of corporate

events or incidents can increasingly be

computers and any physical crime

outgoing network traffic to ascertain

teased out through the careful analysis

committed by a suspect in possession of

how an event was carried out and to

of digital activity.

a computer or any other IT device.

determine internal/external threats.

Digital footprints, if captured properly,

CPD

Examples of investigations that

Digital forensics is divided into
two broad categories, based on the

Digital forensics can help companies

*

Networks. This covers the
assessment of incoming and

Devices. This covers the assessment

can be turned into digital evidence,

unravel the chain of events and collect

which can lead to the indictment

material evidence. Examples include

or vindication of an individual or

when corporate information is disclosed

organisation in civil or criminal cases.

without permission – for example, when

Digital evidence needs to be gathered

And with some 20 billion internet-

an employee steals intellectual property

and treated with care as any negligence

enabled devices expected to be in

from their employer and passes it

may impact its integrity and useability.

existence by 2020, digital’s scope for

on to a competitor or uses it to set

Evidence presented in the report and

supporting investigations is huge.

up a competing company – or other

investigation should be admissible,

non-violent and financially motivated

authentic, complete, reliable and

– the collection and analysis of data

crimes that are committed by business

believable.

from computers and other electronic

professionals or governments.

This work is called digital forensics

devices with the purpose of obtaining

and collection of evidence from IT
devices such as laptops, tablets and
external drives.

The investigating team’s primary
concern is to determine the validity of

evidence that can be used in courts

Reconstructing the truth

the types of forensic tool used for data

of law as admissible and acceptable

The main goal of any forensic

and evidence collection. For example,

evidence. Any failure to observe

investigation is to reconstruct the truth

using unlicensed software or following

adequate search and seizure process

of an event by discovering residual facts

inadequate procedures may result in

can ruin an investigation, regardless of

(‘remnants’) on an IT system. These

the evidence gathered being ruled

how incriminating the evidence is, so

remnants can subsequently be used in

inadmissible. If the software is open

it is particularly important that forensic

court as evidence.

source, the forensic team should ensure
it is the authorised and verified version.

Michael Jackson trial
Digital forensics was used in the trial
of singer Michael Jackson’s doctor
Conrad Murray. After Jackson died in
2009, the autopsy concluded his death
was from acute Propofol intoxication.
Investigators discovered authorisation
on Murray’s computer and iPhone of
lethal amounts of the drug, and he
was convicted in 2011 of involuntary
manslaughter for Jackson’s death.

It is important to maintain the record

The main goal
of any forensic
investigation is
to reconstruct
the truth of an
event by finding
residual facts on
an IT system

of collected evidence as required by the
local jurisdiction. There must also be
adequate facilities for safe storage and
easy retrieval of data and devices – they
may need to be produced in court.
Key guiding principles for forensic
investigators include: do not surf the
internet, check emails or perform general
IT duties from the forensic workstation;
and never allow peer-to-peer file-sharing
applications to be run on the same
network as the forensic workstation.

28
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CPD

Given the spread of digital technology

How digital forensics works

in the workplace, and the large amounts

The overall process of performing digital forensics involves three main steps:

of digital data created, digital forensics

*

is set to be a significant growth area.

Acquisition. Identifying and collecting data and physical evidence relating to the
incident under investigation while maintaining the integrity of the collected data

Digital forensic procedures may be

and evidence through chain-of-custody procedures. During this phase, data is

time-consuming and disruptive, but

copied from the suspect storage device to a trusted device using forensic tools

the potential costs of not conducting a

designed to ensure that the suspect device is modified as little as possible and

proper digital forensic examination may

that all the data is copied.

be substantial – if not disastrous.

AB

*

Analysis. Relevant information from the data and evidence collected during the
acquisition phase is extracted using forensic tools that maintain the integrity of

Mariam Absar ACCA is director of

the evidence. During analysis, the information is generally divided into three

advisory services at Limitless Consulting

categories: evidence that supports the investigation; evidence that contradicts it;

in United Arab Emirates.

and evidence that neither supports nor contradicts the investigation, but merely

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

proves whether systems were tampered with or not.

*

Presentation. Depending on the type of investigation, the conclusion and
corresponding evidence from the investigation will be presented in a report to
the board of the company and/or the judge or jury in a court of law.
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The climate cavalry
With new strategies and fresh thinking needed to limit the looming global warming
catastrophe, it could be business that comes to the world’s rescue on climate change

R

esearch findings on climate change rarely offer

results intensifies, could a new sense of responsibility from

grounds for optimism, but a recent report from the

corporates, along with fresh thinking internationally, make the

world’s leading climate scientists represents an ear-

difference in improving national emissions performances? In

splitting wake-up call to impending global disaster. The study

some ways, a recalibration of responsibility is overdue. In the

by the United Nations Intergovernmental Panel on Climate

2017 Carbon Majors Database report, Paul Griffin, an energy

Change, issued in October, warns that only urgent and

data analyst at CDP (the UK-based non-profit formerly known

unprecedented change will allow the world to the world to

as the Carbon Disclosure Project), points out that over the past

contain the rise in temperature to a manageable 1.5°C or 2°C

30 years ‘more than half of global industrial greenhouse gases

above pre-industrial levels.

can be traced to just 25 corporate and state producers’.

However, the impact on one of the report’s most critical

up to its onerous responsibilities, driven by a combination of

administration’s withdrawal from the Paris climate change

evolving corporate thinking and more strident shareholder

agreement, the US government declined to endorse the

demands. Last December, Royal Dutch Shell announced it

report. Later in the year, the COP24 global climate summit

would set specific and robust net carbon footprint targets

in Poland brought further evidence that national politics will

for its global business in the decades ahead and link them to

continue to sap international resolve on the issue.

executive remuneration. Also in 2018, its US peer ExxonMobil

As pressure mounts, and the battle to deliver real

30

Around the world, the energy sector appears to be waking

audiences was decidedly muted. In line with the Trump

announced its first company-wide targets to cut emissions
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by 2020. Along with BP and Total,
they have signed up to ‘guiding
principles’ to reduce methane
emissions from their operations.
It is a pattern of behaviour evident
in the wider business world. Jeff
Nesbit, author of This Is the Way the
World Ends, says: ‘More business
leaders are recognising that climate
change is indeed a real threat, and
many are leading the way in making
it a priority in business decisions.’ A
former director at the US National

the PwC report Time to get on with
it: The Low Carbon Economy Index

‘More business
leaders are
recognising that
climate change is
a real threat, and
many are leading
the way in making
it a priority in
business decisions’

2018, which tracks the progress of
G20 countries in decarbonising their
economies. While Mexico, Argentina,
the UK and Brazil were among those
cutting emissions while growing their
economies last year, no G20 country
‘achieved the 6.4% decarbonisation
rate required to limit warming to two
degrees this year’. The report notes:
‘There is no shortage of solutions –
governments and business just need
to implement them.’

Science Foundation, he argues that a

Time is running short for serious

pragmatic three-pronged approach
is needed for businesses to drive real change: make climate

action on climate change, but the ‘gilets jaunes’ movement

action part of the business, support carbon taxes, and turn to

in France shows that public acceptance of environmental

renewable energy.

taxes can’t be taken for granted. This circle can be squared
only through innovation, investment and partnership. As the

Lawsuits

business community wakes up to its responsibilities, the big

The desire to do the right thing isn’t the only force driving a

question is whether a spirit of real collaboration can guide a

change in corporate thinking. ExxonMobil ended 2018 facing

serious response. Future generations will hold us to account if

a lawsuit from New York alleging that it ‘systematically and

the answer continues to be no.

AB

repeatedly’ defrauded investors about the financial risks it
faces from climate change regulations. The company has

Donal Nugent, journalist

called the action ‘meritless’, but it’s one of a string of US
lawsuits being filed against energy companies with the aim of
making them contribute to the cost of the public infrastructure

Changing practice

needed to cope with the effects of climate change.

Here are five ways business can lead on climate action:

In Europe, major cities are starting to seize the initiative from
more cautious national governments. Paris and Stockholm,

*

Set targets for reduced emissions
Science-based targets provide credible benchmarks for

for example, have announced plans to be effectively carbon-

reduced carbon emissions, and the cost savings from

neutral by the middle of the century, while ‘in the UK, more

taking action are significant.

than 90 cities and local authorities have committed to shift
to 100% clean energy by 2050’, according to CDP’s climate

*

change director Nicolette Bartlett.
It isn’t just big businesses or the major urban areas that
are showing leadership. Ireland has been one of the poorest

significantly to its emissions profile (32.5% compared with

*

participants to set and achieve measurable improvements

Invest in energy-smart technology
Investing in net zero carbon buildings is a proven selffinancing move in terms of annual energy savings.

*

an EU average of 10%). In 2012, Bord Bia, the Irish Food
Board, launched a voluntary, industry-wide programme for

Embracing green energy can help reach ambitious targets
ahead of schedule.

performers in Europe in addressing climate change, with a
key issue being its large agricultural sector, which contributes

Use more renewable energy

Make greater use of electric transport
Offering charging stations to employees looks set to
become standard within a few years.

*

Make disclosure a strategic tool
Companies need to demonstrate to investors that they

in their energy and emissions performance. The programme

are factoring climate change concerns into their business

has won widespread support from farmers and food

model and growth strategy.

manufacturers, driven by one of sustainability’s strongest
arguments, that reducing resource usage also reduces costs.

Source: We Mean Business

Climate change as an emerging business risk is explored in
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Brand Sweden
TMF Group, in association with ACCA, looks at the big issues for businesses planning
to set up or expand in Sweden, and the tax and accounting regulations to consider

S

weden is basking in the delights of a strong economy.

the public and private sectors. A 2016 report cited shortages

It continues to outperform other advanced economies

of nurses and teachers, and suggested the communications,

and is presented as a poster child for optimising

technology and construction sectors were particularly

market capitalism. It is prosperous – ranking 39 in the world
in terms of GDP. In Q4 of 2018, Sweden’s GDP increase was

vulnerable to a lack of skilled workers.
Tightness in the labour market was underlined in January
2019 when the unemployment rate fell to 7%. This drop

twice more than forecast.
Economic good news was only slightly tempered when the
Swedes had a little political difficulty in forming a government,
but that was resolved in January 2019 after four months of

of 0.5% from a year ago was the lowest figure in 10 years.
Demand for labour is expected to continue.
Perhaps the only blot in the Swedes’ economic textbook has

deadlock following an inconclusive general election in 2018.

been the recent history of interest rates. In December 2018

The Social Democrat leader Stefan Löfven has now been

Bloomberg said the Swedish central bank, the Riksbank, faced

given a second term as prime minister heading a centre-left

its biggest decision in rate-setting for seven years – that was

minority government.

the last time the Riksbank raised interest rates.
In 2015 the repo rate (the rate of

‘The various political parties had

interest at which banks can borrow

issues that they needed to sort out,’
says Jonny Bostrom, TMF’s director
of operations for the Nordics. ‘But
we now have a government that is
business-friendly.’
Bostrom – who is based in the
capital Stockholm – says the
government is determined to
remove barriers to setting up
business – for instance, reducing
the complexity and number of the
statutory filings businesses have
to make and also decrease social

Swedish business
confidence seems
unperturbed by
external threats
such as the
drum beat of
potential trade wars
between the major
trading blocs

negative (joining Switzerland,
Denmark and Japan in that dubious
distinction), and that is where it has
stood ever since. The December
meeting did see rates rise from -0.5%
to -0.25%, in what commentators
called ‘the start of the journey out of
negative rates’.
However, the journey may take
some time as fears of economic
slowdown, or even recession, rise.

security taxes for companies hiring

The Riksbank decision may not

young people. He describes these

have been too popular with some

proposals as ‘a good start’.
Changes to corporation taxes are another indicator of how

consumers as household debt ratios have risen – spurred on by
increasing house prices and those record low interest rates –

the government wants to encourage the business community.

and there are signs some are struggling. Bostrom believes that

Headline rates of corporate tax are easing back gently, from

house price values are not a bubble ready to burst, although he

22% in 2018 to 21.4% now (from 1 January 2019); from 1

does foresee a slowdown in the increase in asset values.

January 2021 the figure will fall to 20.6%.
There are also changes in the right direction in terms of

In contrast, the currency market liked the interest rate news,
pushing the value of the Swedish krona higher. The decision

accounting and tax regulation, although they are currently

was mostly driven by the Riksbank desire to hit its 2% inflation

a gentle evolution rather than dramatic change (significant

target – a figure the country has consistently undershot.

changes in company law and governance regulations are
usually driven by European Union directives).
However, success brings its own problems, and Bostrom says
the skills shortage is a live, long-standing issue facing both

32

or deposit funds) actually turned

‘The strength of the currency is a potential concern,’ says
Bostrom. ‘Foreign trade is a major plank in Sweden’s economic
success, and a high-value currency could dent an exemplary
export story.’ At the moment it is ranked as the 26th largest
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Audio streaming platform Spotify is headquartered in
Stockholm, Sweden, a country renowned for innovation.
export economy in the world, with exports of US$135bn and

It’s complicated

imports of US$139bn.

TMF Group’s Financial Complexity Index (FCI) looks at the

Bostrom describes the performance of the krona as ‘a mixed

complexities of maintaining tax and accounting compliance

bag’: ‘Recently the Swedish krona has been weak against both

across 94 jurisdictions. The analysis considers the accounting

the US dollar and the euro, and that has benefited export-

and tax rules in each, how relevant regulations are

driven industries such as paper and steel.’

incorporated into business, and the risk of non-compliance.

Swedish business confidence seems unperturbed by external
threats such as the drum beat of potential trade wars between

The 2018 edition ranked Sweden 60th ahead of the Czech
Republic and Finland. Find the report at bit.ly/TMF-index.

the major trading blocs. ‘Business generally is confident of
protection from any global trade turbulence through Sweden’s
membership of the European Union,’ says Bostrom.

in fostering startups. ‘In many areas we are at the front – for
example, in tech startups helped by a strong venture capital

Thriving tech sector

sector.’ He is looking forward to that business innovation track-

Business investment and innovation has a strong track record.

record continuing, helped by the government actively looking

‘Sweden is seen as a test market – especially for different types

to reduce complexity for corporates. He says: ‘I am expecting

of new technology – as we have a reputation for embracing

it is going to become easier to set up a business in Sweden.’

the new.’ Audio streaming platform Spotify (headquartered

When Bostrom met with his TMF Group colleagues from

in Stockholm) and Skype (founded in 2003 by a Swede and a

around the world in Dublin recently, he says he was struck

Dane) are testament to that, as is a burgeoning gaming sector.

by the buoyancy of the demand for the company’s services

Perhaps the technology success is the fruit of a government

– which focus on international expansion – in the Swedish

initiative dating back to the 1990s that wanted all citizens to

market. ‘The market is on fire at the moment. Across all sectors

own a computer and learn digital skills. ‘This is giving us a really

we are receiving enquiries from companies that are looking to

good push and a self-confidence,’ says Bostrom.

set up business in Sweden. They are looking to expand and

Few in the country would disagree that brand Sweden

they want this country to be the next market for them.’

AB

is riding high at the moment. Bostrom thinks part of the
reason for the strong reputation is the country’s track record

Peter Williams, journalist

Content sponsored by TMF Group, which offers in-country expertise and knowledge to help businesses expand within and
beyond their home markets. tmf-group.com
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Green ambition
Many European companies are trying to improve the sustainability of their businesses,
but the ability of boards to use the right metrics and ask the right questions varies widely

The drivers
What are the key drivers for your sustainability activity?
53.2%

The board sees a solid business case in sustainability

56.9%

We try to act responsibly

17.0%

There is growing pressure from investors

12.8%

There is growing pressure from employees

1.6%

There is growing pressure from suppliers

24.5%

There is growing pressure from customers

12.8%

Other

The measures
The board has the right measures in place to understand the company’s sustainability approach
14.0%

36.8%

29.2%

Strongly agree

Agree

Somewhat agree

6.5%

Neither agree
nor disagree

5.9%

Somewhat disagree

5.4%

2.2%

Disagree

Strongly disagree

We have a head of sustainability
who reports to the CEO

The people

21.4%

How is sustainability managed?

Other

We have a head of sustainability
who reports to the board but not the CEO

5.4%

7.7%

We don’t manage
sustainability separately

32.1%
We have a head of sustainability who does
not report to a member of the board

We don’t have a dedicated head of sustainability;
sustainability is managed by the CEO

9.5%

23.8%

Source: Leadership in Corporate Sustainability – European
Report 2018, from Board Agenda, Mazars and Insead

The risk
Ignoring sustainability will affect long-term value creation
46.2%

26.9%

Strongly agree

Agree

16.4%

Somewhat agree

7.6%

Neither agree
nor disagree

1.7%

0.6%

Somewhat disagree

Disagree

0.6%

Strongly disagree
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Nurture your DQ
Your ability to constantly evolve your technology skills – your digital quotient – is a
pivotal competency that will keep your career, indeed your profession, in the game

I

t is a given these days that professional accountants need

relevant. More than half (55%) of the 2,000 professional

to be technologically competent at the very least – and

accountants and C-suite executives across the world who took

ideally, much more than that. ‘Digitally savvy’ may be one

part in the research for the report identified the development

way of describing it. Technological

of intelligent automated accounting

innovation (and its many offspring,

systems as the external factor they

from global connectivity to
social media) remains the most
significant driver of change across
every sector of business – and
as businesses change, so do the
competencies they look for in
professional accountants.
The central aim of ACCA’s Drivers
of change and future skills report
was to identify the changing needs
of business and to understand how
professional accountants need to
develop to keep their capabilities

36

The obvious
question is, if both
data and powerful
analytics tools to
make sense of it are
widely available,
what value can
professional
accountants bring?

expected to have most influence in
the next three to 10 years.
The report identified seven
‘quotients for success’ for
professional accountants in future
– an optimal and changing mix of
professional competencies (covering
technical knowledge and skills but
also interpersonal qualities and
behaviour) that will add value for
their employers and clients. Among
the seven is the digital quotient
(DQ), defined as ‘the awareness and
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Tomorrow’s world: a big data demonstration centre in
Huainan, China, offers a glimpse of the growing power of
digital technologies in business intelligence and analytics.

blockchain, digital currencies and payment mechanisms, and
new routes to investment such as crowdfunding.
The report says: ‘Professional accountants see an urgent
need for members of the profession to become accomplished

application of existing and emerging digital technologies,

exploiters and users of business intelligence and data analytics

capabilities, practices and strategies’.

technologies so that they can improve identification of all types

The spread of digital technology has already transformed

of related risk in the business, its supply chain, and local and

the practice of accounting and the skills that professional

global economies; manage and mitigate these risks better;

accountants need – and the evolution is ongoing, with

and improve the strength of internal controls, the integrity of

no clear view of the final destination. The automation of

the supply chain and the quality of corporate governance.’

manual processes has already influenced business models,

Nurturing your DQ, in other words, is about much more than

powerful analytics is bringing real-time reporting closer,

understanding how technology works; it is about developing a

and communications technology has reshaped companies’

digital-savvy way of thinking and working.

AB

interaction with stakeholders. Arguably, the biggest potential
change of all – blockchain – is still a relative unknown.

Liz Fisher, journalist

The rise of big data presents particular challenges. The
report points out, for example, that a simple Google search
can uncover more data than any assurance report. ‘By 2020,

Glass half full?

stakeholders with internet access will have the tools to analyse

According to ACCA’s report Generation Next, ACCA members

big data – if not the technical knowledge or experience to

and students between the ages of 16 and 36 see both

interpret it,’ it says. ‘By 2025, Google may employ more audit

challenges and opportunities in the tech revolution.

and assurance professionals than the Big Four.’
Technology will replace many entry roles in the profession

The professional’s added value
The obvious question is, if both data and the powerful

4% Strongly disagree

analytics tools to make sense of it are widely available, what

25% Strongly agree

value can professional accountants bring? For centuries,
much of the profession’s value has been based on its ability
to translate and interpret complex financial information for a

12% Disagree

non-technical audience. The profession has largely been able

32% Agree

to set its own pace in fulfilling that need, but in a world where
social media is rapidly becoming an acceptable outlet for

27% Neutral

formal company announcements, that is no longer an option.
Stakeholders want better, more informative and accessible

Technology will enable finance professionals to focus on

reports, as quickly as possible – and if an accountant cannot

much higher value-added activity

provide that, they will look elsewhere.
The report points out: ‘Some tax professionals see as a

1% Strongly disagree

significant threat the widespread familiarity with faster and
smarter analytics and big data tools among those who are not

42% Strongly agree
2% Disagree

tax professionals. Within a decade, they expect this to reduce
dramatically the role for some tax professionals and diminish
the need to translate tax for non-technical stakeholders.’

13% Neutral

In other words, professional accountants are fighting to
stay ahead of the game. That is why the ability to apply

42% Agree

technology to analysing, interpreting and presenting financial
and non-financial data tops the list of skills that professional
accountants say they need. Many believe there are gaps in
the digital skills they will need in the coming years, including
capabilities around mobile and cloud business models,

More information
Find more resources on technology and the profession at
accaglobal.com/members.
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Brave new taxman
Tax administrations around the world looking to turn digital advances to good account
face a major challenge from varying levels of technological development

T

axes have been part of human life from the earliest

Taxing profit vs consumption

recorded times – and so too has been the battle to

In the digital economy it is increasingly difficult to point to the

find an efficient and fair way of collecting them.

stage in the supply chain at which value is created. The report

The advent of digital technology is seen as the ultimate

suggests that current models of profit taxation may retreat and

opportunity for societies to transform the tax system for the

be replaced with a broader reliance on consumption taxes,

better, making both the calculation and the collection of

‘which is the area where digital tools may perhaps have the

taxes simple and more accurate. A new report from ACCA,

biggest impact on our daily experience’.

Technology tools and the future of tax administration,

While tax administrations are keen to explore technology, its

looks closely at the practical implications for the tax system

adoption varies widely between – and within – countries, even

worldwide, discussing the main issues for policymakers and

when the technology in question is available.

decision-makers.

‘The range of individual experience and capability

The application of technology in tax is by no means new.

is probably the most diverse it has ever been in many

Throughout history, attempts to improve the calculation

workplaces,’ says the report. The success of a digitally driven

and collection of tax have triggered repeated innovations.

tax solution depends entirely on the willingness of individuals

Trigonometry, for example, has its

and businesses to adopt integrated

roots in techniques used by ancient

solutions – and that is by no

Egyptian tax inspectors to measure

means guaranteed.

irregular areas of land.

‘One of the key things about
technology,’ concludes the report,

Changing nature of data

‘is that its adoption is rarely

The modern world, though, brings

universal or instant – and it does

one crucial difference. Since the turn
of the millennium, the emphasis in
information records has shifted from
physical to electronic storage. As a
result, the ACCA report declares:
‘The character of information is
changing – its cost and, perhaps, its

‘Tax administration
is just starting
to grasp some of
the potential of
digital data’

not follow the same linear path
of progression everywhere it
appears… Approaches that work
well in one market might not work
at all in another, and external
factors can completely change
the dynamic within which the tax
system operates. Tax administrations

value too are in a state of flux.’

need to be sensitive to the local

The difference, from the point
of view of a tax administration, is that digital records are

environment, and to other factors in the local economy, before

infinitely reproducible. Thousands of items of data can be

seeking to implement costly measures that may not repay

shared at a click, and vast volumes of data can be interrogated

the investment.’

automatically by software almost instantaneously. ‘Tax

In short, the linkages between business and economic

administration is just starting to grasp some of the potential of

activities, the shape of the tax system, and the capacity and

this development,’ says the report. ‘The future is already here;

priorities of the society they inhabit are so intimate that a

it’s just not very evenly distributed.’

significant change in one inevitably affects the others. Entirely

Digitisation, of course, is not just transforming business

new taxes may be needed, but governments must remain

and the way that information is stored and accessed; it is

open to exploring the best local fit so as to balance the costs

also changing the very goods and services we produce

of implementation with the returns from it.

AB

and consume. That, argues the report, also has profound
implications for the shape of the tax systems of the future.
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Liz Fisher, journalist
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Innovation in action
The world’s tax administrations are making use of innovative
digital tools, as the following examples show:

*

Aerial imagery in the US. Aerial mapping technology has
been introduced in a Louisiana district to help assess the
tax implications of changes to properties and to prioritise
field inspections. The detailed images of properties the
technology generates are combined with tax records.
As a result, more than 6,000 property improvements not
detailed on the tax rolls were identified, bringing in a
further US$18.1m in tax revenue.

*

Electronic billing in Rwanda. E-billing machines (EBMs)
were introduced in 2013 to address the vulnerabilities
of a domestic, paper-based VAT system where the tax
authorities routinely uncovered suppressed sales figures
and false refunds. Two years later, VAT collection rates
had risen by 20% a year, and compliance times had been
slashed from 45 hours to five hours a year. The government
now plans to replace the physical EBM machines that
traders need to buy with a free, software-based equivalent
that can be used on smartphones and computers.

*

E-payments in Afghanistan. An e-payments system was
introduced in Afghanistan to tackle the theft of customs
duties (amounting to an estimated half of the sum
actually collected, which, in turn, accounts for up to 30%
of the country’s total tax revenue). The project proved
challenging – three years after roll-out, the e-system was
processing only a tiny fraction of all customs duties. A lack
of infrastructure to support the full chain of payments was
identified as a major factor in discouraging traders from
using it, but as the legal and commercial infrastructure has
moved on, so technology solutions have started to come
online and results have improved.
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Room for growth
Fast-growing SMEs define and measure growth very differently from the laggards, but
with the right strategy and ambition in place, scaling up should be possible for all

I

t is often said that small and medium-sized enterprises

Different measures

(SMEs) are the powerhouse of the economy, accounting

The ACCA report argues that ‘growth means something else

for 99% of all businesses. But while SMEs are numerous,

to more ambitious SMEs’. It points out that SMEs with higher

as a whole they are not particularly productive; in fact, most

growth rates seem to use a wider range of factors for defining

SMEs contribute significantly less to economic growth in

or measuring growth than other businesses do. In SMEs with

aggregate terms than other sections of the economy.

stable or moderate growth rates, turnover tends to be the

High-growth SMEs are a star exception to this productivity

SMEs, productivity, staff, and research and development are all

and Research, a UK-based thinktank, high-growth SMEs are

significant factors when measuring and defining growth.

a crucial source of job creation and boost productivity by

The report also looks closely at the distinctive approach

spreading technological innovations. High-growth SMEs have

that high-growth SMEs often take to scaling up the business.

also proved to be more resilient since the financial crisis than

In a fascinating exercise, it compares the actions that a

the rest of the business population; according to the OECD,

high-growth SME might take at a particular stage of its

across many economies these high-growth companies have

organisational development to the actions of a moderate-

continued to grow much as they did before the crisis.

growth SME.

So why can’t more SMEs achieve high growth? That question

For example, when a moderate-growth SME formulates

is the focus of a new ACCA report, which seeks to identify

a business plan, that plan will often include annual forecast

what drives SME growth, and discusses how SMEs can scale

targets; a high-growth SME, on the other hand, will

up successfully and adopt some of the practice of businesses

incorporate clear growth objectives, a value proposition and

with higher growth ambitions.

annual forecast targets. Similarly, when it is developing a

The report, Scale-up success: what do SMEs need to

finance function, a moderate-growth SME will typically centre

supercharge their growth?, is part of ACCA’s ongoing research

the function’s responsibilities around core accounting activities

programme examining different areas of SME growth; for the

(compliance, tax and reporting), whereas a high-growth SME

purpose of the research, SMEs are defined as businesses with

will encourage a wider range of responsibilities and a strategic

fewer than 250 employees. The aim of this stage of the research

role across the business, often appointing a chief financial

was to consider how SMEs understand and experience growth

officer or finance director at an earlier stage.

in order to help more businesses think strategically about the
steps they can take to encourage growth.

40

most significant factor for measuring growth; in high-growth

rule. According to a report from the Institute of Public Policy

The report makes seven recommendations for SMEs that
want to scale up (see box opposite). ‘Growth can come at

Accounting and Business April 2019

GL_I_SMEscaleup.indd 40

04/03/2019 16:40

any stage of an SME’s lifecycle,’ the report says. ‘This requires
business leaders to think strategically about the steps they can

Tips for scaling up

take to enable it.’ It identifies leadership as the most critical

*

scale-up success factor of all: ‘Businesses that scale up come
in all shapes and sizes, but the most successful are those that
are able to articulate a purpose and vision across all levels of
their organisation. This can feed into the creation of a growth
culture, which, among other benefits, can provide them with a
greater ability to overcome the barriers towards progress.’

‘Formalising the way such systems work and ensuring they
have the right talent on board is a crucial imperative for
coping with the growing demands of scale-up. In contrast, for
the majority of SMEs, their approach in these areas is likely to

and are committed to an organisation’s purpose and
vision, they are more likely to see its future as their own.

*

Establish a governance framework early on to help build

*

Continue developing the management team alongside

Another key factor in the success of these businesses is
their approach to management and governance structures.

Leadership must define a growth culture. When staff share

organisational resilience.
business growth – one that encompasses the broader skills
and experience required to help extend the organisation.

*
*
*
*

Integrate finance into the growth strategy.
Adopt new technologies and use the right data.
Use external advice to develop what you have.
Build an external funding network.

be relatively unstructured and informal.’
While the report stresses that there is no rulebook for
growth, it ably demonstrates that there are clear behaviours
that set high-growth SMEs apart, and therefore practical
steps that entrepreneurs can take to increase their
chances of achieving high growth.
In her introduction to the report, ACCA chief
executive Helen Brand says: ‘The most successful
SMEs are frequently run by business leaders who
are driven, industrious and innovative. The way these
entrepreneurs seek to measure and define growth is
often as varied as the wide range of businesses that
make up our global economy. Even so,
one action they consistently sought to
undertake was the development of a
clear strategic vision that set out where
they wanted their enterprise to get to
and how they would achieve this.’

AB

Liz Fisher, journalist
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Think it through
Psychological techniques can be an effective way of solving real-world problems as
well as helping you achieve personal growth and confidence, says Rob Yeung
What is currently the biggest obstacle
or problem that you’re facing – either
at work or in life more generally?
Perhaps you feel frustrated that you

Solution finder
How do you solve a problem? Watch
Dr Rob Yeung’s video to find out at
bit.ly/ACCA-playlist.

are not being offered promotion.
Maybe you run a business and need

deepest thoughts and feelings about an

to find new clients or customers. Or

upcoming exam. Without even trying

perhaps a person or circumstance is

to turn their thoughts into a plan, this

causing you anguish.

simple act enabled the students to feel

In situations such as these,

significantly less stressed.

CPD

psychological techniques may be of
some use – they may alleviate stress

Focus on someone like you

or other psychological symptoms, for

Most people are better at advising

example. However, the better solution is

friends and colleagues than sorting out

to tackle the source of the problem. In

their own problems. However, studies

my book The Confidence Project: Your

have found that it’s possible to put this

plan for personal growth, happiness and

fact to good use.

success, I describe a process for tackling

Behavioural scientists Ethan Kross

real-world problems. Here are four

and Igor Grossmann of the University of

key insights:

Michigan, Ann Arbor found that simply
asking people to imagine they were

Write down your thoughts

advising someone else led to better,

Can you multiply 97 by 63 in your

wiser decisions. So rather than trying

head? If you try to work out the answer

to solve your own problem, imagine

mentally, you will find that it is not only

that you are counselling someone else

time consuming but you’re also likely

who happens to share your name. By

to make mistakes. But if you use pen

distancing yourself from the situation

and paper, you could no doubt do the

facing this other person, you may find a

calculation more quickly and accurately.

better solution.

Everybody accepts that working

Rather than trying
to solve your
own problem,
imagine that you
are counselling
someone else who
happens to share
your name

42

out mathematical problems is much

Work solo

easier with pen and paper or keyboard

Many organisations encourage teams

and screen – yet some people persist

to use brainstorming techniques to

in trying to work out their real-world

generate ideas for how to deal with

problems in their heads. Simply put,

problems. However, a considerable

writing allows people to structure their

body of evidence shows that group

thinking more effectively and arrive at

brainstorming is actually a sub-optimal

better solutions.

method. For example, Peter Heslin at

There may be other benefits, too. In

the Cox School of Business in Texas

a now classic study, Carnegie Mellon

found that individuals working alone

University researcher Stephen Lepore

generated both more and better ideas

instructed students to write down their

than when talking and working together.
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By all means ask others for input.

Dr Rob’s talent clinic

However, a good strategy is to spend

Q

time reﬂecting alone and identifying

I will soon begin a temporary,

at least some options before

year-long assignment on a

seeking others’ advice. That way,

business transformation project that

you have a starting point – an

will significantly raise my profile. I

anchor – against which you can

have been told that the role is mainly

compare options.

about inﬂuencing stakeholders, gaining buy-in and
making change happen. How can I ensure that I make

Focus on ‘how’ not ‘why’
When faced with a complicated

the best of this opportunity?

A

The skills of being able to inﬂuence, persuade and

situation that may be causing

win over stakeholders to behave differently are highly

significant distress, some people

prized in the workplace. Master them and you will find yourself in demand for many

wonder why it may have arisen. They

leadership and general management roles.

may ask themselves questions such as

To make change happen successfully, first remember that human beings are

‘Why am I not getting promoted?’ and

innately emotional rather than rational creatures. Many people find comfort in

‘Why do they not respect me?’

tradition, routine and doing things the way that they have always been done. You

However, asking such questions

may be able to put together a commercially strong business case that explains the

may actually be counterproductive.

benefits of change. But if stakeholders do not feel that any proposed change favours

Researchers Ed Watkins and Simona

them, they will almost certainly not engage with the process.
To win people over and gain their agreement to do things differently, you must

Psychiatry in London found that people

focus on building rapport and relationships. Stakeholders are much more willing to

who ask ‘why’ questions tend to be

change their behaviour when they feel they are helping out someone they consider

measurably worse at problem solving

a warm, likeable individual or even a friend. Get to know key stakeholders. Listen

than people who ask ‘how’ questions.

open-mindedly to people’s frustrations, hopes and ideas.

Rather than asking ‘Why am I not

Then be willing to alter your plans and make concessions based on what you have

getting job offers?’, change the focus

heard. Demonstrate in your actions that you are not focused only on the business and

by asking: ‘How can I get job offers?’

making the best commercial decisions. Make compromises to show that you have

Reframe ‘Why am I not more confident?’

genuinely taken into account people’s needs and concerns. Consider that it is better

as ‘How can I be more confident?’

to have a decent plan that people willingly implement than a perhaps financially

This can seem like a trivial difference.
However, the reasons a complicated

better one that ultimately fails because people loathe it and decide to resist it.

situation has come about may not

Tips for the top

always be apparent. The science shows

How many hours do you sleep every night? Psychological scientists led by Conor

that focusing on practical actions may

Wild at Western University in Canada gathered data on both the cognitive

ultimately lead to better results.

performance and sleep habits of 10,886 participants. The researchers found that

AB

CPD

Baracaia from what was the Institute of

people who reported sleeping between seven and eight hours a night tended to
Dr Rob Yeung is an organisational

perform best on a battery of online cognitive tests – especially in

psychologist at leadership consulting

terms of reasoning and verbal skills. People who slept less

firm Talentspace: talentspace.co.uk.

than seven hours tended to perform measurably worse;

More information

those who said that they slept only four hours a night
performed so much worse that it was equivalent to

Dr Rob tweets @robyeung.

ageing them between eight and 17 years.

If you have a question for the talent
clinic, email abeditor@accaglobal.com.

hours a night. If the sample is representative of the

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

The average person reported sleeping only 6.4
general population, this suggests that many people
could do with sleeping more – and that doing so would
also lift their cognitive performance during the daytime.
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Decisions, decisions…
Making rational, informed decisions is an essential part of good management, but
our decisions are not always as logical as we may believe, warns Ben Rawal FCCA
Decision-making is an essential aspect

white’. We are most likely to encounter

of our lives. On average we make

these complexities when managing

decisions aren’t quite so ‘life and death’,

more than 30,000 choices every day.

and leading others, or when making

but sometimes our brains confuse the

Furthermore, our decisions are often

decisions that directly affect people

information we receive and invoke an

scrutinised by ourselves or others,

(including ourselves).

emotional, irrational response anyhow.

Hopefully, the majority of our daily

When this occurs, our ability to think

and our professional and personal
achievements frequently depend on

Head versus heart

logically is significantly hampered, and

the effectiveness of our judgments.

The information that helps us to make

our actions are driven by our hearts not

our many daily decisions is initially

our heads – an ‘emotional hijack’.

Working in a finance-related role
requires sound, logical decisions to be

processed in an area of our brain that

made. In most instances, we believe that

deals with emotions rather than logic.

a ‘hijack’ or not, we are likely to be

our decisions are logical, driven through

This is primarily to ensure that the

influenced by our emotions, particularly

the application of rules, consideration

information received does not relate

when making more complex or

of the facts and careful reasoning. But

to immediate danger, during which the

ambiguous decisions. On these

this becomes more complex when

need for logic becomes redundant – a

occasions, we may convince ourselves

more than one solution exists, or the

swift decision is required, based on our

(and others) that our choices are purely

decision to be made is not ‘black or

natural flight, fight or freeze response.

logical and without emotion. However,

Regardless of whether we experience

when this happens, we undertake a

Top tips for improving your decision-making

*

neurological activity known as postrationalisation – ie we find logical

Invest in your self-awareness and understanding your own emotions.

reasons for why our emotional choice

Developing a better understanding of how you are feeling is key to determining

was the ‘right’ thing to do.

when you are progressing towards an ‘emotional hijack’. By the time your

*

*
*

thoughts have been ‘hijacked’, it is more difficult to regain immediate control

We’re all individuals

and return to logical decision-making. Understanding your own emotions in

For those of us with good emotional

greater depth will also help in recognising when others, such as your team

control and awareness, another

members, are also making emotion-based decisions.

set of challenges awaits – our own

Self-reflect. The process of self-reflection involves taking the most impartial view

belief systems, cognitive biases

possible of your own actions, decisions and behaviours. This can be developed

and assumptions. All of us view the

through regular practice and through seeking feedback from others on their

information presented to us in different

perspective of your actions. The objective is to achieve a balance between the

ways, based on our own beliefs and the

positive and negative aspects of your behaviours and decisions.

assumptions we make. This explains

Accept that there may not always be a ‘right’ decision. Our beliefs, assumptions

to some extent why we can form

and cognitive biases often lead us to believe that our decisions are right. In most

different conclusions based on the same

instances, particularly when dealing with people-based decisions, there may be

information; although we may adopt

other possible choices that can be made.

a logical approach to assessing the

Challenge your own beliefs, biases and assumptions. Sometimes this can be

information we see, hear and feel, we

assisted through asking someone else to challenge what assumptions you have

unconsciously use our own beliefs to

made and what beliefs you hold when making the decisions you have. Although

determine our actions and decisions.

this may feel uncomfortable at times, it often highlights long-held beliefs that are
not based on evidence.

A simple example of how we use
our beliefs and assumptions relates
to our interaction with others. When

44
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We seek evidence
to support our
assumptions and
unconsciously
ignore information
that may suggest
our view is
incorrect
meeting someone for the first time, we
quickly form a view of the individual,
based on what the other person says or
does not say, their actions (or lack of),
and what we believe or assume about
this individual.
This explains why we can perform
a rapid ‘assessment’ of an individual
during a job interview (usually within
the first 10 seconds) without asking the
candidate a single question.

Confirmation bias
To make matters worse, the information
is quickly processed by our brain and
is subject to a naturally occurring event
called confirmation bias. In other words,
we seek evidence to support our beliefs
and assumptions, and unconsciously
ignore information that may suggest our
view is incorrect. In such instances, we
can find ourselves or others presenting
a range of arguments that make perfect
sense, and will sternly defend their
perspective on matters.
Making logical decisions is an
important part of our professional
and personal lives. Improving our
awareness of factors that could impact
our ability to make such decisions could
assist us in challenging such choices in
the future.

AB

Ben Rawal FCCA is lead consultant at
Aspire Consulting Solutions.

April 2019 Accounting and Business

GL_M_logical.indd 45

45
13/03/2019 14:40

The art of inclusion
A diverse workforce isn’t in itself enough – you have to engender a culture of inclusion
if employees and organisations alike are to benefit, says Alison Young
Your organisation’s commitment to

46

As a result, your key diversity

It’s a dilemma that many organisations

diversity and inclusion may be driven

indicators such as the number of

face: despite the effort that has been

by the business case or simply because

women or people of colour at senior

put in, the organisation is still some way

it’s the right thing to do. Either way,

level may be improving. However, your

from being truly diverse and inclusive.

you probably have a range of activities

organisation may be feeling there is not

to help drive more diversity where you

enough progress, and other measures

of people from minority backgrounds

need it: public pledges from senior

– including external social media or

in the organisation – is rarely the

leaders, hard and soft metrics, even

themes from exit interviews – may

single answer to this challenge. What

diversity champions and networks.

confirm the culture still isn’t inclusive.

makes the difference is when diversity

But diversity – increasing the number
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is coupled with activities to create
inclusion. Inclusivity is the only way to

Authentic inclusion

sustain an organisational culture where

There are three key ways in which inclusive leaders can commit to sustaining an

people can be truly themselves and

environment where people can be themselves.

where the talents of all, no matter their

*

difference, are maximised.

Inclusive leaders engage fully with others. They know that anxiety about getting
something ‘wrong’ can stifle debate and cause other people to hold back for
fear that they too may get it wrong. Truly inclusive leaders encourage others to

Allowed to be yourself

tell them what’s not appropriate, helping them to adjust as necessary. They are

An inclusive culture is one where people

sufficiently humble to admit in public that the phrase, word, tone or bias they
used may need to shift. And then they make that shift.

don’t have to hide a part of who they are
– whether that’s their gay partner, their
hidden disability, their ‘ethnic minority’
friends or their dependants. The human
need for belonging is so fundamental

*

Inclusive leaders treat people as individuals. They are true to what is right for the

*

Inclusive leaders talk about their values as leaders and the experiences that they

person in front of them, rather than just following company policy.
themselves have had of being excluded, whether that was not being chosen for

that when that belonging is blocked,

the sports team, not feeling sufficiently educated, or feeling left out socially when

forcing individuals to be different

surrounded by more extrovert colleagues. They remember what they needed

people at work from who they are at

when they felt excluded – someone may have reached out to acknowledge them

home, it can cause disengagement at

or explained the rules of engagement in a new team, or simply acknowledged

best, and depression and anxiety at

how it might feel to not fit in.

worst. The cost of this ‘covering’ hits
the bottom line in the form of lower
engagement, missed creativity, greater

These interpersonal dynamics might

appropriately inclusive is a useful first

be between two peers, two people of

step in being an authentic leader who

different seniority, or between a leader

can create an inclusive culture. Some

people can be all of themselves is not

and a team member. Away from the

ways to create an environment where

an easy fix. While the recruitment of

public pledges and speeches, it’s what

people can be themselves are outlined

greater diversity into an organisation

leaders do or say at a work dinner or

in the box above. Authentic leaders

can be achieved by means of a number

social event, or in the pauses between

incorporate those habits into how they

of relatively crude levers, enabling those

agenda items during a meeting, that

work with others every day, enabling

diverse individuals to feel that they

make the culture inclusive. Or not.

them to create a personal connection

belong and that they can contribute

The throwaway comments and

staff turnover and absenteeism.
But creating an inclusive culture where

even if someone doesn’t obviously fit in.

their maximum potential at work relies

gestures in those moments show who

They are mindful that the assumptions

on more subtle shifts. Those shifts begin

leaders truly are away from their role or

they make about someone from what

at the interpersonal level – between one

their status in the organisation. These

they see may not be the whole story

person and another.

are the moments that others talk about

because there may be hidden aspects

and use to evaluate the degree to which

of diversity.

the organisation really is inclusive.

Letting go of the
fear of not being
appropriately
inclusive is a useful
first step in being
an authentic leader
who can create an
inclusive culture

Authentic and inclusive leaders are
genuinely curious about others and

The minefield in the mind

are aware that it is part of the human

For a lot of leaders, being inclusive is a

condition to judge. They reflect on the

political minefield. What’s correct in one

biases they know they have as well as

situation may be judged inappropriate in

others they may not be consciously

another. Indeed, if you’re not a woman/

aware of. They treat people as

man/person of colour or a person with a

individuals, engaging fully with them,

disability, for example, how do you really

and welcome feedback so that they can

know what is appropriate?

keep learning and changing.

AB

The truth is that no one gets it right
all the time, no matter how self-aware.

Alison Young is a director of Leaders in

Letting go of the fear of not being

Change. @Leader_Insights.
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Headline confusion
Adam Deller considers how the reporting of alternative performance measures more
prominently than statutory figures is compromising transparency and clarity
The term ‘fake news’ has never been

December 2017, Domino’s UK refers

more popular, thrust into the limelight

to ‘group system sales’ of £1.18bn.

by a certain prominent American. While

Impressive, certainly – only it isn’t the

corporate reporting may seem a far

revenue that Domino’s earned in that

cry from the bear pit that is US politics,

year. The statutory revenue (reported

this historically sober affair appears

16 pages later) was actually £475m. Still

to increasingly favour what might be

very good, but far from the headline

described as sexed-up financials.

figure given.

CPD

Most of the largest companies in the

The difference is that group system

FICE advice
Adam Deller looks at the latest
developments in the IASB’s
project on financial instruments
with characteristics of equity at
bit.ly/AB-Deller3.

None of this is to point the finger
at Domino’s – 95% of UK FTSE

world now use non-GAAP measures,

sales relate to all sales made by all

100 companies use APMs. But the

often referred to as alternative

franchised and non-franchised Domino’s

confusion arising from the Domino’s

performance measures (APMs) or

stores in the UK. Now, this is clearly

figures was repeated numerous

management performance measures.

an important figure, as it can show

times, with students querying whether

Their annual reports headline corporate

the strength of the brand, and the

they should be looking at operating

numbers that differ from the statutory

volume of sales made under the brand

profit before exceptional items,

figures required from the financial

compared with the previous period. It

statutory operating profit, EBITDA or

statements, which can lead to confusion

does, however, raise a question: is this

other key metrics highlighted in the

among users.

figure more important than the statutory

annual reports.

While it is certainly the case that

revenue made by Domino’s UK, which

preparers of financial statements can

incorporates only the franchise fees

Why use APMs?

assume that users possess a reasonable

and sales to the stores themselves?

Financial statement users often

level of business knowledge, it is

As the group system sales figure also

appreciate these measures. One of the

increasingly difficult for even educated

incorporates sales made by franchisees,

major arguments for reporting them is

users to identify which figures should

which are not part of the Domino’s

that they can produce a clearer picture

be used when assessing the financial

group, it is perhaps questionable

of the underlying business than simple

performance of an entity.

whether this figure should be presented

statutory figures are able to do. Indeed,

with greater prominence than the

non-GAAP information can provide a

revenue of the group.

good link between financial results and

Misleading?
Recently at the University of Liverpool,
we set final-year degree students
a project to select a company and
then use research tools to analyse its
performance and position based on its
most recent annual reports and other
publicly available information. It wasn’t
long before they started to encounter a
common problem: which figures should
they be focusing on?
To highlight just one of the issues, let’s
take a recent example from a company’s

One US company
was recently fined
for presenting
non-GAAP figures
more prominently
than its statutory
results

financial statements. On page one of
its annual report for the year ending
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non-financial performance, and are a
way for management to highlight the

On the APM spectrum

business’s key value drivers.

Some of the alternative performance measures used by companies, all of which are

A good example of how APMs can
bring clearer information is the use of
‘total indebtedness’ by UK supermarket
chain Tesco. This figure included
the present value of operating lease
commitments, despite the liabilities
not being recorded in the statement

non-statutory or non-GAAP figures:

*
*
*
*
*

Facebook: free cashflow
Tesco: measure of total indebtedness
Vodafone: group-adjusted EBITDA
Marks & Spencer: profit before adjusted items
Diageo: organic operating margin improvement.

of financial position prior to the
introduction of IFRS 16, Leases. As

users is that non-GAAP measures can

a result, users were given a clearer

provide useful information, particularly

picture of Tesco’s longer-term debt

in relation to unusual or infrequent

commitments than the accounting

items. Importantly, users also feel that

entries under the previous standard,

transparency needs to be improved.

IAS 17, may have shown.
Despite the many good reasons

The IASB is looking to reinforce how
APMs should be used. It proposes to
allow them in the notes, and that they

increasing concern that entities may use

should complement subtotals or totals

them rather than the statutory numbers

required by IFRS Standards. The IASB

as headline figures. This can lead to a

is not contemplating any constraints

lack of transparency and clarity.

on the calculation of APMs, but it is

CPD

for introducing APMs, there is also

proposing that management should

Responses from regulators

explain why the APMs are a good

The use of APMs has become a central

reflection of the entity’s performance.

part of the primary financial statements

In addition, the entities will be

project of the International Accounting

required to reconcile the APM to the

Standards Board (IASB). The project

most directly comparable subtotal in

is examining APMs’ prominence, how

the financial statements – a practice

they are presented and whether more

that is generally adopted by most of

detailed guidance is required.

the entities applying APMs. In making

In project feedback, preparers

its proposals, the IASB hopes that

say they need flexibility to tell their

ARMs will no longer be given greater

story. And the initial feedback from

prominence than the statutory figures.
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The IASB’s focus is echoed by the

The way forward

Securities and Exchange Commission

As the IASB and the SEC get to grips

(SEC), the financial regulator in the

with the issues, it is interesting to see

US, which has become increasingly

some major companies moving towards

concerned about how APMs are being

making the GAAP or IFRS figures more

presented. To reflect the moves towards

prominent. In 2017, Google’s parent

reversing the trend, the SEC fined

company Alphabet decided it would no

security company ADT US$100,000 in

longer produce non-GAAP performance

December for presenting the non-GAAP

figures. A big part of its reasoning was

figures with greater prominence than its

to reflect stock compensation in the

statutory results.

key earnings measure, unlike Tesla, as

It is not unusual
to see entities
reporting costs
that recur
every year as
exceptional items

CPD

it saw this as a key tool in its financial

Exceptional items

structure in compensating staff. In 2017,

The use of exceptional items has long

Facebook followed suit and now adjusts

been a contentious issue, because

only for foreign currency movements in

of what qualifies as exceptional or

providing non-GAAP measures.

unusual and what doesn’t. Items that are

In both cases, there was an immediate

commonly adjusted for as exceptional

drop in earnings and an initially negative

include foreign exchange movements,

reaction from investors. As nothing

gains or losses on disposals,

had changed in the results of either

impairments and restructuring costs.

company, it showed that some users

While some of these are genuine one-

were perhaps unaware of the reality of

off items, it is not unusual to see entities

the entity’s performance, concentrating

reporting these costs as recurring every

on the non-GAAP figure instead.

year, yet still including them within the
exceptional items breakdown.
To show the impact of these, consider

The increased focus on the
prominence of non-GAAP figures,
and recent action taken by the SEC,

Tesla’s recent reporting of a GAAP loss

may result in these measures being

per share of US$5.72 that shrank to

displayed in the notes to the financial

US$1.33 when the non-GAAP figure was

statements, complementing rather than

reported. The difference came from

obscuring the statutory measures. This

removing stock compensation for staff

would boost transparency, even if there

in calculating the non-GAAP figure.

is some way to go in the identification of

Currently the IASB proposals do not

exceptional or unusual items.

AB

really deal with this situation. The IASB
proposes to introduce principles-based

Adam Deller is a financial reporting

guidance in identifying unusual or

specialist and lecturer.

infrequent items. This could go some
way toward reducing the number of
recurring items that are classed as
exceptional, although it is unclear what
the guidance will be.
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Technical update
A monthly update of the latest developments in financial reporting, taxation and
legislation from international regulators, the EU and elsewhere
International

Upon Procedures Regarding Financial

integrated reporting, sustainability

Information, which was developed more

reporting and other reporting by

Agreed-upon procedures

than 20 years ago and is now out of

entities about environmental, social

The International Auditing and

step with modern business practices.

and governance matters. The purpose

Assurance Standards Board (IAASB)

The IAASB began a project in 2015 to

of the consultation is to help the

is modernising its AUP (agreed-

update ISRS 4400 and has completed

IAASB to develop a non-authoritative

upon procedures) standard. AUP

a consultation process to consider

guidance document to be published

engagements are widely used in many

changes to the standard.

later as an exposure draft. Public input
is requested by 21 June 2019. More at

jurisdictions, and demand continues
to grow, particularly in relation to the

Extended external reporting

need for increased accountability

The IAASB is consulting on developing

around funding and grants. The existing

draft guidance in the first phase of

Quality management

relevant standard is International

its extended external reporting (EER)

The IAASB has opened a consultation

Standard on Related Services (ISRS)

assurance project. EER brings together

on three interrelated standards on

4400, Engagements to Perform Agreed-

different forms of reporting, including

quality management. The proposals

bit.ly/EER-consultation.

change the way accountancy firms are
expected to manage quality for audits,
reviews and other assurance and related
services engagements. The proposed
standards include a new proactive
risk-based approach to effective
quality management systems within
firms that establish the foundation for
consistent engagement quality. The
consultation ends on 1 July 2019. More
at bit.ly/Quality-consultation.

European Union
Materiality definition
The European Financial Reporting

Public spending guidance

Advisory Group has endorsed the
amended materiality definition in IAS 1,

The International Public Sector Accounting Standards Board (IPSASB) has released

Presentation of Financial Statements,

new guidance and an exposure draft on accounting for social benefits and collective

and IAS 8, Accounting Policies,

and individual services. IPSAS 42 provides guidance on accounting for social

Changes in Accounting Estimates

benefits expenditure, which represents about 20% of GDP in Organisation for

and Errors, for use in the EU and

Economic Co-operation and Development countries. The draft, ED 67, proposes

the European Economic Area. It has

new requirements for accounting for collective services (such as national defence

confirmed the amendments ‘meet all

and local street lighting), individual services (such as healthcare and education) and

the technical endorsement criteria of

emergency relief. Comments are requested by 31 May 2019. More at bit.ly/IPSAS-42.

the IAS regulation and are conducive
to the European public good’. The
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amendments come into effect for annual
periods beginning on or after 1 January
2020, with earlier application permitted.

Pension agreement
EU institutions have agreed new rules
to make it easier for people to save for
their retirement. EU ambassadors have
endorsed an agreement between the
presidency and the European Parliament
on a proposed pan-European pension
product. The regulation will provide
greater choice for people who wish to
save for their retirement, while boosting
the market for personal pensions. PanEuropean pension products will pool all
savings, wherever in Europe they have

Ugandan contract transparency

been made, in one single plan.

Uganda has joined the Extractive Industries Transparency Initiative (EITI), a move
urged on it by the Auditor General’s Office and the EU. EITI brings transparency and

National

accountability to government contracts with the oil and gas industry, and Uganda will
publish data on the performance of the extractive sector. The EU’s accounting and

Revised Australian code

transparency directives require extractive companies to disclose the payments they

Australia’s stock exchange has published

make to governments for access to natural resources in each country and project, a

a revised corporate governance code

disclosure that was difficult in Uganda prior to its joining EITI.

with eight key principles:

*

to lay solid foundations for
management and oversight

value of the underlying asset by lessors

combinations. The proposal clarifies

*

to structure the board to be

that are not manufacturers or dealers

when acquiring organisations should

effective and add value

into line with existing guidance. As a

recognise a contract liability in a

*

to instil a culture of acting lawfully,

result, fair value of the underlying asset

business combination. Comments are

ethically and responsibly

at lease commencement is its cost. But

requested by 30 April 2019. More at

*

to safeguard the integrity of

if there has been a significant lapse of

bit.ly/US-deferred.

corporate reports

time between acquisition and lease

*

to make timely and balanced

commencement then the definition of

Transitional relief

disclosure

fair value should be applied.

The US FASB has proposed targeted

*

to respect the rights of security
holders

Lease accounting guidance

its credit losses standard, by allowing

*
*

to recognise and manage risk

The US Governmental Accounting

certain types of assets to be measured

to remunerate fairly and responsibly.

Standards Board (GASB) has issued

at fair value. The standard introduced

a proposed implementation guide

the expected credit losses method for

US lease clarification

containing questions and answers on

financial assets measured at amortised

The US Financial Accounting Standards

its new standards on accounting and

cost. It replaced the previous incurred

Board (FASB) has issued an update

financial reporting for leases. More at

loss method, and also modified the

to clarify two lessor implementation

bit.ly/GASB-leases.

accounting for available-for-sale debt

transition relief for institutions applying

securities, which must be individually

issues and make clear that lessors and
lessees are exempt from certain interim

Deferred revenue

assessed for credit losses when fair value

disclosure requirements associated

The US FASB has proposed updating

is less than the amortised cost basis.

with adopting its new lease standard.

the recognition and measurement

The update brings the guidance for fair

of deferred revenue in business

Paul Gosling, journalist.
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Digital dilemma
Deciding how best to tax digital business is proving a tough nut to crack
internationally, with the UK and Europe taking matters into their own hands
Amid growing concerns that large,

for Economic Co-operation and

avoidance tools looked specifically at

multinational companies are failing

Development (OECD) on the tax

how digitisation is affecting international

to pay their ‘fair share’ of corporate

challenges of the digital economy, now is

tax rules. The fact it was action 1 shows

tax, the tech giants have been singled

a good time to take stock and evaluate

the importance attached to the issue at

out by governments for particular

how close the international community

an international level.

attention, as they can sell their services

is to consensus on how best to tax such

into foreign jurisdictions without

companies by the end of 2020.

creating a permanent establishment,
and thus avoid significant tax bills.
With the consultation ended on the
latest proposals from the Organisation

54

Going right back to the original OECD

The OECD released an interim report
in March 2018 and a discussion report in
February 2019, and further policy notes

BEPS (Base Erosion and Profit Shifting)

in October 2018 and January 2019. This

project, the first of its 15 ‘actions’

2019 note focused on two ‘pillars’ for

for equipping governments with tax

further discussion.
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The first pillar considers how the

The proposed tax will come in the

Dublin opposes the European digital

existing rules that divide up the right

form of an additional 2% tax on certain

tax and, alongside Sweden, Denmark

to tax the income of multinational

UK-generated revenues of search

and Finland, has filed objections to the

enterprises between jurisdictions could

engines, social media platforms and

Commission’s proposals, which need the

be modified to take into account the

online marketplaces. It will apply only to

unanimous approval of the EU states for

changes digitisation has brought to

companies that are profitable and make

a digital services tax to go ahead.

the world economy. This will mean re-

annual global revenues from certain

examining the ‘nexus rules’ (namely, how

services of at least £500m.

to determine the connection a company

The European Commission has

But this is not preventing European
countries unilaterally introducing digital
taxes. Spain and Italy have already put

has with a given jurisdiction) and the

already proposed its own digital services

forward their own proposals, both with

rules on how much profit to allocate to

tax, with a rate of 3% on companies

a 3% tax rate. And in December 2018,

the business it conducts there.

with worldwide taxable revenues above

France announced it would introduce

€750m (€50m of which must be in the

such a tax from 1 January 2019 after

remaining BEPS issues and will explore

EU), from 1 January 2022. However, if

the difficulties of reaching an EU-wide

two sets of interlocking rules designed

discussion on the OECD proposals has

agreement became clear. However,

to give jurisdictions a remedy in cases

made sufficient progress, the EU may

noises from Paris suggest that a deal at

where income is subject to no taxation

postpone or cancel its own proposals.

EU level might still be possible. Austria

The second pillar aims to resolve

or only very low taxation.

has also announced a similar move,
although not until 2020, which is when

‘Significant step forward’
Pascal Saint-Amans, director of
the OECD Centre for Tax Policy
international community has taken
a ‘significant step forward’ toward
resolving the tax challenges arising from
digitisation. He says: ‘Countries have
agreed to explore potential solutions
that would update fundamental tax
principles for a 21st-century economy,

final proposals.
Outside Europe, Australia is
considering responses to its digital
economy discussion paper, published
last October. While the Treasury
paper does not provide any clear
recommendations, according to
EY it implies ‘that an interim digital
services tax may be warranted given
the likelihood that no long-term global
solution is in sight’. The firm adds:

when firms can be heavily involved

‘Australia has a strong record as a leader

in the economic life of different
jurisdictions without any significant

the OECD is expected to reveal its own

Of course, much of the tax burden

in tax policy initiatives internationally

physical presence and where new and

created by these proposals will be

including its adoption of BEPS actions

often intangible drivers of value become

borne by companies based in the

and two measures largely unique to

more and more important.’

US. Steven Mnuchin, the US Treasury

Australia and the UK – namely, the

Saint-Amans adds that the digital

secretary, responded to the release of

multinational anti-avoidance law and

economy exacerbates risks, enabling

the OECD’s interim report by stating: ‘I

diverted profits tax.’

structures to shift profits to entities that

fully support international cooperation

escape taxation or are taxed at only very

to address broader tax challenges

New Zealand government announced

low rates. ‘We are now exploring this

arising from the modern economy and

in February that it too will consult on

issue and possible solutions,’ he says.

to put the international tax system

introducing a digital services tax.

But in the meantime, some jurisdictions

Meanwhile across the Tasman Sea, the

AB

on a more sustainable footing,’ but

are pursuing their own solutions. The

also declared: ‘The US firmly opposes

UK has concluded a consultation on

proposals by any country to single out

the introduction of a digital services tax

digital companies.’

from April 2020 ‘to ensure certain digital

A number of US companies in the

businesses pay tax reflecting the value

firing line of such proposals have their

they derive from UK users’.

European headquarters in Ireland.

Phil Smith, journalist
More
More information
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and Administration, believes the

The digital economy
exacerbates risks,
enabling structures
to shift profits to
entities that escape
taxation or are
taxed at only very
low rates
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Route to success
Hugh Murnane FCCA describes how his training has enabled him to cross continents,
latterly becoming CFO Australia at Omnicom Media Group
When he left Dublin on a gap year with
the urge to ‘follow the sun’, then-junior
accountant Hugh Murnane had two
passports in his possession. One was
the kind that enables international
travel and the other was his ticket
to funding the journey – an ACCA
Qualification, which Murnane believed
gave him the professional credibility to
get work in any major city.
Most backpackers landing in Australia
take casual jobs in pubs and the like, but
while that ‘would have been appealing’,
the now 46-year-old Murnane recounts,
it didn’t pay much. Instead a few months
of professional contract roles in Sydney
and Melbourne fuelled his Ford Falcon
and financed a road trip, and would
eventually bring him back to Australia
where Murnane, FCCA, family man
and resident of Sydney’s prime eastern
beaches, is now CFO Australia at
Omnicom Media Group (OMG), a circa
AU$2bn operation.
Murnane has always had an eye
for business. Upon leaving school,
he’d been undecided about whether
to pursue a business degree or an

accounting qualification. The scales

‘As a CFO, the onus
of professional
development is
on you. If you
sit still, you are
at risk of being
commoditised’

After qualifying at Dublin Institute

were tipped in accounting’s favour

of Technology, Murnane worked first

when he was advised that to fulfil his

as an accountant at Arnotts, Ireland’s

ambition he would need ‘an accounting

department store institution. Later, after

qualification as an endgame’. ‘My older

returning from his gap year in Australia,

brother, who is also an accountant and

he buiilt up the finance function for IT

FCCA, told me he felt it would open

startup AEP Networks, an encryption

doors in business. Every big company

specialist, from scratch.

needs a CFO,’ he reasoned.
So Murnane chose ACCA, a career

But the climate didn’t suit Josette,
his French-born then-girlfriend (now

passport which was portable and

wife), whom he’d met while travelling,

respected around the world.

and they had always planned to move
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somewhere warmer. After a couple of
years they settled back in Sydney.
There Murnane’s career blossomed,
from head of finance at music giant
Sanity, Virgin and HMV to CFO at
Initiative Australia, an AU$300m
media buying business, and then CFO
for Oceania region at TNS, part of
British multinational media company
WPP, before moving to his present
role at OMG.

Getting it right
OMG manages all the media agencies
within global parent Omnicom Group, a
diverse group with nine businesses under
its umbrella, each with its own executive
team and CEO. Murnane sits at the top
of the financial food chain, overseeing
a team of 57 in finance and 13 in IT, and
responsible for the management of

a financial voice to the OMG Australia

restructured during Murnane’s time at

millions of invoices a year.

management team and the OMG board

OMG. ‘We have robust, transparent

of directors. ‘Both areas can require

systems in place where we measure

60/40 between finance and commercial

quite different skillsets, but operational

everything, including giving daily

operations. Commercial involves

outputs feed directly into commercial

reports on cash, debtors and creditors,’

anything from being a sounding board

decision-making,’ Murnane says.

says Murnane. So if any potential issues

On a typical day, his role is split

for all business decisions, including
hiring of staff, potential acquisitions,

as a whole, the finance function is ‘heavily

new business opportunities and bringing

weighted’ compared to other businesses,

are flagged, they’re identified and
worked through early on.

he says. But there’s a lot at stake.

Bang for buck

Clients rely on OMG to advise on and

Media is a fast-paced and competitive

implement their marketing strategy and

business. Like the accounting profession

spend. And with AU$2bn in advertising

itself, it’s also an industry in disruption.

Omnicom Media Group is the media

billing passing through its books

Advertising spots can change at a

services division of New York-listed

annually, which the company needs to

moment’s notice and clients might

Omnicom Group Inc, a global

recoup from its clients before passing on

change their minds quite late in the

advertising, marketing and corporate

to the vendor, ‘you can’t afford to get it

day. Furthermore, it’s OMG’s job, as the

communications company with more

wrong,’ says Murnane.

adviser, to demonstrate bang for buck.

i

Basics

than 5,000 clients in 100 countries, and
around 80,000 employees.

It can be a complex dance. Until the

With traditional media, Murnane

client pays for their advertising, or if

explains, it can be hard to quantify; for

they default, OMG is liable as the media

example, how many people have taken

agencies OMD, PHD, Foundation,

buyer – despite making no margin. ‘We

notice of a particular billboard. With

m2m, United, Resolution, Accuen,

also must pay our suppliers on time

online content, website optimisation

Annalect and Omnet.

in order to get the discount which we

provides the evidence not only of who

have already passed on to our client,’

clicks and when, but how long they

Murnane explains.

stay there. Reflecting this trend, he

In Australia, OMG manages media

The group is headquartered in
Sydney, with branches in Melbourne
and Brisbane, and affiliates in Perth
and Adelaide.

58

With about 750 people in the company

Getting it right is reliant upon three

says, Google and Facebook came from

key fundamentals: processes, people

nowhere 10 years ago to become two of

and systems, all of which have been

the group’s biggest suppliers now.
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So the company has set up a
programmatic division, Accuen,

i

CV

to be able to give them the numbers
in a user-friendly fashion, and not just
static numbers, but something they

which targets ads on the internet to a
particular demographic and measures

2013

can drill into, go below the headline

the outcomes, as well as a consulting

CFO Australia, Omnicom Media Group

and see what’s making it up.’ Using this
technology, he explains, ‘every OMG

and technical support division, Annalect,
to interpret that data with clients.
A lot of the group’s peer networks

2009

manager would have a dashboard to

CFO TNS Oceania region, WPP

get analysis of a client’s revenue line,
[and could] compare it to figures from

and clients have outsourced their
finance function to external third-

2005

last year or the previous month, or to

party providers. This is a strategy that

CFO, Initiative Australia

the budget.’

in, having seen the pitfalls that other

2004

Technical test

businesses have encountered.

Head of finance, Sanity, Virgin & HMV

This tests every part of a CFO’s technical

Murnane is cautious about engaging

‘External providers can’t easily explain

knowledge, and in that role, he adds,

a query, and this can be quite frustrating

2001

the onus of professional development is

to stakeholders,’ he says. ‘Finance

Group financial controller, AEP

on you: ‘If you sit still, you are at risk of

departments need to understand the

Networks

being commoditised.’

they feel part of the business locally.

1995

Murnane attends ACCA events

People look at offshore outsourcing as a

Accountant, Arnotts Ireland

wherever possible, and actively networks

business and that’s so much easier if

To keep on top of his own game,

like-for-like replacement and that’s never
the case.’
Speaking with other CFOs, he hears
this view frequently, and finds that some

with peers to share knowledge and

1995

experiences. In 2016, he completed the

Completed ACCA Qualification at

company directors course run by the

Dublin Institute of Technology

Australian Institute of Company Directors.

companies, having tried outsourcing to

When he first came to Sydney back

countries such as the Philippines, India

in 2003, ACCA had a relatively low

and Malaysia, ‘have pulled up stumps

and not occupy management’s time on

profile in Australia. ‘It has been a

and come back’.

day-to-day stuff.’

pleasure to see how it has developed

To compensate for the cost advantage

He is a fan of digitisation and is

in that time,’ Murnane says. He believes

of offshoring business functions,

steering Omnicom’s finance function

the alliance with CA ANZ (Chartered

you have to add value in other ways,

towards a paperless operation, which

Accountants Australia and New

Murnane says. ‘One of the best things

saves time and money. The company’s

Zealand) is the right way to continue

finance can do for any company is to

accounting processes have also been

building ACCA’s brand recognition in

enable the business to work efficiently,

streamlined, and the automation of tasks

this part of the world.

has seen jobs growth in the finance team
outpaced by other sectors of the business.
But business itself is constantly

‘Finance
departments need
to understand the
business and that’s
so much easier if
they feel part of the
business locally’

Outside of work, family occupies much
of this father-of-three’s time. The Botany
Bay playground of his Aussie-born

changing and if you want to be in

kids is a long way from Murnane’s own

finance, you have to keep evolving,

childhood home in Tipperary, Ireland,

Murnane says. This also applies to the

but things have panned out well.

CFO’s role. As well as citing ‘being

‘While I remain proudly Irish and may

curious’ as a top professional trait for a

never support the Wallabies [Australia’s

successful CFO, he sees the ability to

national Rugby Union team], I truly love

communicate as essential, both in the

Australia and am appreciative of the

C-suite – a hotbed of curiosity – and

opportunities and lifestyle it offers,’

right down the line.

he says.

AB

‘Data digitalisation is the big thing
in finance at the moment – you need

Peta Tomlinson, journalist
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Mark of approval
ACCA Approved Employer status benefits organisations and employees alike,
as global beauty business Mary Kay testifies. Julie Hepburn explains
ACCA’s Approved Employer

builds the reputation of

programme recognises

Mary Kay as an employer of

Any, or all, of three options

employers for their high

choice for accounting and

The Approved Employer programme has three streams:

standards in staff training

finance professionals around

and development.

the globe. In addition, our

*

In 2018 the Texas-

Approved Employer status

headquartered beauty brand

will provide additional

and direct sales company

resources for our finance

Mary Kay was granted

teams in developing the

professional development

skills required to be effective

status under the programme.

in the future, as technologies

This is a recognition that

such as blockchain and

ACCA-qualified members

robotic process automation

working in the organisation

transform our work.’

get its support to identify

Siobhan Pandya FCCA,

exemption from completion of the nine performance
objectives required for ACCA membership

*

Professional development, which focuses on support to
ACCA members in meeting their continuing professional
development (CPD) requirement

*

Practising certificate development (general/audit), which
is relevant for employers and members in public practice.

internal website, such as

has in place gives ACCA faith

web pages with information

that members are getting

and complete relevant

director of lean and

on training programmes,’

the developmental hours

development activities

continuous improvement in

she explains. ‘You can

they need. So this year, when

aligned to their role and

Mary Kay’s manufacturing

copy and paste blank

I complete my CDP, all I will

career ambitions.

division, initiated and

forms. And I realised there

have to do is confirm my

managed the group’s

can be a dialogue, so if

employment at an Approved

Mary Kay has become an

Approved Employer

some information was

Employer.’

ACCA Approved Employer,’

application. The process

missing, there would be an

says Deborah Gibbins, the

involved providing ACCA

opportunity to add it in.’

company’s chief operating

with key information – such

officer and chief financial

as the number of ACCA

and quick, she adds – a

support is another big

officer. ‘To be affiliated with

members in the company’s

‘two-week turnaround’ from

attraction. ‘Say we have a

an organisation with the

global organisation – plus

application to approval.

job vacancy in a competitive

history and stature of ACCA

supporting documentation on

‘I’m so very proud that

81% of Approved
Employers say
their status
helps them
attract and retain
good-quality
graduate and
finance employees

60

Trainee development (gold/platinum), giving students

The process was free

Vacancies
Discounted recruitment

market where it’s difficult

the training and

CPD

to hire,’ Pandya says. ‘We

development

Pandya points to numerous

have access to the ACCA

support they

benefits in being an ACCA

job board.’ The board

receive.

Approved Employer. For a

is a global jobs portal

start, she says, it makes the

for job-seeking finance

CPD process much easier.

professionals around the

Pandya
gathered the
information

‘Normally you have to

world. Approved Employers

in advance

fill out a CPD form and

receive discounted rates for

and found

list all the hours you have

advertising on the site, along

the process

done,’ she explains, ‘but

with access to virtual careers

straightforward.

when ACCA approves an

fairs and improved recruiter

‘You can use

organisation as an Approved

directory listings.

screenshots

Employer, it’s saying the

from your

structure the organisation

Approved Employers also
gain promotional benefits,
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being listed in a directory

what’s happening in the

of Approved Employers,

finance industry,’ Pandya

and can use a special

says. ‘A big plus for me is

logo. According to ACCA’s

the quality of the material.’

research, 81% of Approved

Other benefits include

Employers say their status

an Approved Employers

helps them attract and retain

newsletter and dedicated

good-quality graduate and

care from local ACCA offices.

finance employees.
Approved Employers

Employee views

also have access to ACCA’s

ACCA members at Mary

intellectual resources, such as

Kay are pleased with the

content from its Professional

Approved Employer status.

Insights (PI) initiative. PI

Nadezhda Kim, finance

reports cover topics directly

manager in Kazakhstan,

relevant to members and

believes it will strengthen

their organisations today and

Mary Kay’s ‘image and

in the future. ‘As an Approved

positioning as an employer,

Employer you are not only

building the HR brand

a recipient of these reports,

and making it more

but may also participate in

attractive and popular.

their development,’ Pandya

It is recognition of high

says. Researchers involve

standards of development

Approved Employers in

and educational support for

surveys, questionnaires

finance employees.’

and interviews.
‘We also have access to

Paulynn Chiok FCCA,

Siobhan Pandya in front of a portrait of Mary Kay Ash,
who set up the company as a way of empowering
women in the workforce.
‘milestone’ for the company.

Kay’s employer brand for

‘The key difference will be

finance professionals’.

finance manager for Mary

simpler CPD completion and

webinars on a regular basis,

Kay Malaysia and Singapore,

having assured learning and

Grasp the nettle

keeping us up to date with

sees the status as a

development in place,’ she

Pandya encourages

says. ‘This will certainly help

ACCA members to take

to enhance our corporate

the initiative to achieve

image and attract talent.’

Approved Employer status –

Elena Kotova FCCA,

which is open to enterprises

manager in financial

of any size. ‘Find out how

reporting and analysis

many ACCA members there

for Mary Kay Russia, an

are in the organisation,’ she

ACCA member since

urges. ‘Even if it’s a handful

2003, welcomes the

of people, initiate the

‘official recognition’ of the

process. The application is

company’s development

simple and free. As ACCA

support for finance staff.

members, each one of us

She expects the partnership

can be an advocate for

between Mary Kay and

gaining Approved Employer

ACCA to ‘provide new

status, because we are

opportunities in learning

the ones who will reap the

and development for Mary

most benefits.’

AB

Kay employees, motivate
Make-up marque: Mary Kay is a US-based privately
owned company that manufactures and sells cosmetics.

employees to grow in the

Julie Hepburn is ACCA’s head

profession, and elevate Mary

of quality and recognition.
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Moving with the times
A data analytics unit is being added to ACCA’s Ethics and Professional Skills
module to help members stay ahead of the curve. Judith Bennett explains
None of us can stave off

partners and advisers, and

identified seven ‘quotients

skills but also interpersonal

the invasion of technology

the central purpose of the

for success’ for professional

qualities and behaviours)

into our lives, least of all

finance function is to use

accountants for the future.

of value to professional

at work. If there are any

data to inform decision-

The quotients cover

accountants, employers

accountants left anywhere

making and strategy. That

professional competencies

and clients. One of these

in the world who are less

requires, of course, a

(technical knowledge and

key qualities is the digital

than fully computer-literate,

thorough understanding

with little interest in how

of data sources, collection

modern businesses collect

and analysis, as well as

All about the data

and use data, then their

the growing set of tools

The new data analytics unit covers:

days seem to be numbered.

and technology deployed

*

big data and data analytics, and why they are useful for

*
*
*
*

the Crisp framework for data mining

The description of
professional accountants

huge quantities of data

as number-crunchers

generated and used by

has never been more

modern businesses.

inappropriate. Today, we
are established business

62

to make the most of the

ACCA’s Drivers of change
and future skills report

professional accountants
sources of data and data cleaning
methodologies and tools for data analytics
data visualisation and communication.
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quotient (DQ), which refers

ACCA Qualification – ACCA

scepticism is of particular

business-related examples

to the understanding of

was the first to introduce a

importance when it comes

and interactive exercises

– and the ability to apply

dedicated ethics module

to data, and the unit stresses

designed to stretch

– existing and emerging

in 2007 – but professional

that the results of data

your brain and test your

digital technologies, skills

ethics move with the

analysis should never be

understanding of the issues

and capabilities. (See the

times, and the digital age

taken at face value. Further

and the many ways in which

‘Nurture Your DQ’ article

presents new and different

in-depth exploration may

they impact a business.

on page 36 for more on the

challenges.

well be needed before any

digital quotient.)
The important point about

ACCA’s exams already

decisions are taken.

test students on a wide

Privacy is another essential

The highly interactive
unit shows students (and
members too, if they

the seven quotients for

range of business scenarios,

consideration when

wish to hone their digital

success is that they are not

encompassing big data,

dealing with data, and the

understanding), how

static. The world is changing

disruptive technology and

unit explores the ethical

commercial awareness helps

rapidly, and so too are the

cyber attacks. The Strategic

considerations of using data,

shape business questions,

needs of employers and

Business Reporting exam

including confidentiality

and how relevant data is

clients. ACCA’s priority is

and Strategic Business

and transparency.

identified, manipulated

always that its members’

Leader case study already

skills remain relevant and

cover cloud

appropriate techniques,

current, wherever they are in

and mobile

before conclusions are

the world and wherever they

technology, big

work. To accomplish this,

data and data

ACCA reviews its syllabus

analytics, and the

annually to ensure that new

list of topics will

developments and business

be extended this

practices are reflected in its

year to include

training and qualification.

cryptocurrencies,
blockchain

Data analytics

and disruptive

Technology is a fast-

technologies.

changing area. So although

Our data analytics unit

Our data analytics
unit is practical,
not theoretical,
and goes beyond
the traditional
classroom-toexam approach
to learning

and analysed using

drawn. The unit also
explains how findings
from data analysis can
and should be presented
and communicated,
allowing the relevant
stakeholders to make good
business decisions.
The unit ends with a
mini case study, which asks
students to analyse a set of

we already examine

Content

digital skills in the ACCA

The new data

Qualification, we are

analytics unit is designed to

is, we believe, a first for

enhancing the digital

provide a comprehensive

any professional body, in

and engaging environment

content across many of the

grounding in how data

that it is practical rather

where difficult ethical

exams to make sure that

and analytics are used by

than theoretical, and goes

questions surrounding data

our students and members

businesses, with particular

beyond the traditional

can be explored and tested.

stay ahead of the curve.

reference to the ethical

classroom-to-exam

It is comprehensive, relevant

That is why, in April, we are

questions raised in the

approach to learning.

to a rapidly changing world,

introducing a data analytics

digital age. The panel on

This is a complex topic

and an engaging and

unit as part of the Ethics and

the opposite page details

that is impossible to test

entertaining way to learn.

Professional Skills module.

exactly what is covered.

adequately in a strict exam

data, draw conclusions and
make recommendations.
Above all, it creates a safe

environment, so we have

Judith Bennett is ACCA’s

response to the ongoing

important question of

developed an engaging

director of professional

march of digitisation and

scepticism. In data, as in

online approach, using

qualifications.

the latest technological

real life, if something looks

developments affecting

too good to be true, then

Its introduction is a direct

The unit brings in the

global business. Ethics has

it probably is. Applying

always sat at the core of the

an appropriate level of

More information
Find out more about the new data analytics module
at bit.ly/ACCA-EPSM-analytics.
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Master of your future
Taking the ACCA-approved master’s degree in professional accountancy at the
University of London can help you unlock your career potential fast
ACCA members have

professional-level exams,

and to be noticed in today’s

may help her land a business

been invited to apply for

they will also need to pass a

job market’.

analyst role.

a place on the University

UoL preparation course.

The mid-level professional

‘It was an invaluable

of London’s (UoL) MSc in

One hour of learning on

says the course changed her

experience,’ she says.

professional accountancy

the MSc programme is

way of thinking: ‘It gave me

‘The partnership between

course, which has just

equivalent to one CPD unit.

great insight into how global

ACCA and UoL gave me

started recruiting its July

Members have the option

issues influence business and

the assurance that this

2019 intake.

of attending face-to-face

government decisions that

degree would be of a high

courses or studying remotely.

impact our daily lives.’

standard and internationally

ACCA exams count
towards the MSc, so

Natasha Birbal FCCA, a

Birbal is now keen to take

accredited, and I have shared

ACCA members need only

management accountant

further her knowledge of the

views and experiences and

complete one module and

at methanol producer

external factors influencing

made friends from around

one project to be awarded

Methanex, in Trinidad

the business, and hopes it

the world.’

the MSc. If it has been

and Tobago, said that she

more than five years since

took the master’s as ‘an

members completed their

investment for the future

AP_UK_A_UoL.indd 64
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More information
Find MSc details and how to apply, at accaglobal.com/msc.
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Elections to Council
Nominations are now invited for any ACCA members wishing to
stand for election to Council at the 2019 Annual General Meeting
Council is the governing

is the responsibility of

Diary date

body of ACCA and so has a

the executive team,

ACCA’s Annual General Meeting this year will be held on

pivotal role in ACCA affairs.

with governance of the

21 November 2019, in accordance with bye-law 44(a).

Its remit includes:

process and performance

*

ensuring that ACCA

management provided

operates in the public

by Council.

interest and delivers the

*
*

*
*

Whatever their

ACCA expects members to

They are also required to

bring the following skills and

sign declarations of their

objectives stated in its

geographical or sectoral

attributes to Council:

willingness to comply with,

Royal Charter

bases, Council members

and be bound by, the code

setting the overall

do not represent particular

*

an ability to take a
strategic and analytical

of practice for Council

direction of ACCA

geographies or functions.

approach to issues and

members.

through regular approval

They are elected by the

to see ‘the big picture’

of ACCA strategy

membership as a whole.

ensuring that

Candidates in the Council

governance structures

elections come from all parts

are aligned to the

of the world, from every

effective delivery of

sector of the profession, and

the strategy

represent a wide range of

engaging with ACCA

senior positions. Long-term

members to explain

or technical experience is

and promote ACCA’s

valuable, but so is a proven

strategic direction

ability to actively participate

acting on behalf of all

in strategic decision-making.

members and of future

Council-level experience

*

Candidates have the

an understanding of

opportunity to produce a

the business and the

one-minute video in support

marketplace

of their election statements.

*

communication and

The videos will be posted

networking skills

on a dedicated voting

*

an ability to interact with

website, together with the

peers and respect the

written statements and

views of others

photographs.

*
*

decision-making abilities

Information on Council

an ability to act in an

service and the election

ambassadorial role

process are available at

in many different

bit.ly/ACCA-Elections. To

environments

register your interest in

*

planning and time

standing for election or for

management

more information, send

*

a willingness to learn

an email to secretariat@

and develop.

accaglobal.com, quoting

generations of members

is not necessary, but an

(today’s students)

understanding of good

providing an objective

governance is essential, and

environment for the

personal and professional

executive team to

integrity must be of the

explore new ideas and

highest standard. Experience

Anyone wishing to stand

‘Council elections’ in the

challenges.

has shown that those

must be nominated by at

subject box. The closing

Council and the executive

candidates with a previous

least 10 other members in

date for the submission

team collaborate to devise

record of engaging with and

good standing. Candidates

of nominations and all

ACCA’s strategy, which is

advocating for ACCA tend

supply a head-and-

supporting information is

then approved by Council.

to stand a greater chance of

shoulders photograph

21 August, in accordance

Delivery of the strategy

being elected.

and an election statement.

with bye-law 16.

*

AB

April 2019 Accounting and Business

INT_UK_A_CouncilElections.indd 65

65
07/03/2019 11:14

AB International Edition
April 2019
Volume 22 Issue 3
International editor
Annabella Gabb
annabella.gabb@accaglobal.com
Editor-in-chief
joanna.malvern@accaglobal.com
Digital editor Jamie Ambler
Video production manager
Jon Gilmore
Sub-editors Dean Gurden,
Peter Kernan, Jenny Mill, Eleni
Perry, Vivienne Riddoch, Rhian
Stephens, Matt Warner
Design manager Jackie Dollar
Designers Bob Cree, Suhanna
Khan, Robert Mills

Success stories

Production manager Anthony Kay

Ongoing series of case studies created to raise awareness of the
importance of robust financial management in the public sector
ACCA and IFAC (the
International Federation
of Accountants – the

Pool of knowledge: the Danish government’s choice of
a multinational joint venture to build the €133m Princess
Mary bridge across Roskildefjord has cut project costs.
of resources for investment

is to answer a number of

and the cost-effectiveness of

share success stories in

fundamental questions

public services.

public financial management

about how public financial

at a time when public sector

management is working now,

are likely to have greater

spending, government

and how it can operate in the

trust in public sector

accountability and financial

future,’ says Alex Metcalfe,

organisations where

sustainability is increasingly

head of public sector policy

there is strong financial

under the spotlight.

at ACCA. ‘We want to

stewardship, accountability,

capture real stories of how
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