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Welcome
For the CFO, nothing stands still, and this month we examine transformation’s many
faces, from intelligent automation and analytics to anti-fraud and audit – and much more
Complex challenges in corporates

Auditing and Assurance Standards

are so rife that you’d be forgiven

Board Arnold Schilder reflects on the

for wondering if there was ever

advances that have been made during

a time when doing business was

his decade-long tenure and considers

straightforward. Perhaps there

what the future may hold.
We also meet Gary Kent, the CFO of

never was. But geopolitical and
economic strife coupled with wide-

Canada’s sixth largest city, Mississauga,

scale technology advances mean that

who has led a programme of investment

today’s CFOs have the Herculean

in transformative technology and data

task of steering a course for growth

analytics, reaping results in the form of

while managing change such as

improved customer service and greater

intelligent automation.

integration (page 56).

Continuing ACCA’s theme of ‘the

Also in this issue are articles on

power of digital’ this month, we explore

integrated reporting in Turkey (page 20),

the rise of machine learning and how

the startup ecosystem in India (page 54)

its role as a prediction generator can

and Kazakhstan’s plans to become a

help accountants to serve their clients

fully functioning finance hub for Central

better (page 36). On page 16 we look

Asia (page 28).

at how investors are using technology

Finally, those of you receiving the

to analyse information to improve their

print edition may have noticed AB’s new

decision-making. We also explore

potato starch wrapping, designed to

the need for robust cybersecurity

destroy itself so it doesn’t destroy the

measures (page 38) and find out why

planet. You could help even further by

data analytics and forensics are key to

switching to the digital edition of AB.

combatting fraud in European Union

Go to accaglobal.com/ab.

AB

institutions (page 30).
In our main interview on page 12,

Annabella Gabb, international editor

outgoing chair of the International

annabella.gabb@accaglobal.com
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Model Naomi Campbell
takes a selfie as the
National Museum of
Qatar opens its doors.
Designed by French
architect Jean Nouvel,
the Doha museum took
almost a decade to build
at an estimated cost of
US$434m.

A demonstration in
Brussels highlights
the damage caused
by single-use plastics,
which account for 70%
of marine litter. The
European parliament has
now voted to ban singleuse plastic cutlery, cotton
buds, straws and stirrers.

Kenya’s Peter Tabichi has
won the US$1m Global
Teacher Prize 2019.
Tabichi, who teaches
science in a remote and
deprived community,
plans to use the prize
money to improve his
secondary school and
provide food for the poor.

As thousands of visitors
flock each day to
California’s Antelope
Valley Poppy Preserve,
park rangers are
becoming increasingly
concerned that the
mass influx of tourists
is damaging the local
environment.
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News in brief
This edition’s stories and infographics from across the globe, as well as a look
at the latest developments and issues affecting the profession
Aramco profits

and Shell. Until now Aramco

Disclosure Project – is

Dhabi Commercial Bank,

Saudi Aramco achieved net

has focused on domestic oil

being brought to the UAE.

Union National Bank and Al

income of US$111.1bn last

production. Saudi energy

The move is a result of a

Hilal Bank, while two years

year, making it the most

minister Khalid al-Falih told

partnership between CDP

ago, the National Bank of

profitable business in the

the Financial Times: ‘We

and the Global CEO Alliance,

Abu Dhabi and First Gulf

world. The figures were

are no longer going to be

a coalition of groups

Bank merged to create First

disclosed as part of a debt-

inward-looking and focused

dedicated to achieving the

Abu Dhabi. Other mergers

raising exercise. Earlier this

only on monetising the

United Nations’ Sustainable

between GCC banks are

year Aramco announced its

kingdom’s resources.’

Development Goals.

expected soon.

Announcing the move, the

intention to move into oil
and gas exploration, pitting

CDP comes to UAE

partners said that the UAE’s

Qatar is back

it more directly against

The CDP initiative – formerly

recent efforts on sustainable

Qatar has successfully

global energy majors Exxon

known as the Carbon

action – with sustainability

returned to the sovereign

at the heart of Dubai

debt market, raising US$12bn

Plan 2021 and innovation

and attracting offers of

development projects like

US$50bn for five-, 10- and

Masdar City – create a solid

30-year bonds. The Financial

platform for CDP’s mission.

Times quoted one unnamed

The partners will work with

banker as saying the Qatar

UAE policymakers and

sale was ‘an endorsement

other agencies to expand

from global investors of what

sustainability disclosure,

Qatar has achieved despite

support regional climate

the complications around

change efforts and promote

the political situation in

the value of measuring and

the region’.

Get ready for ACOA 2019

reporting on climate strategy

The Pan African Federation of Accountants, with the Moroccan

and action through CDP’s

Nirav Modi arrested

government and Morocco’s professional accounting body

disclosure platform.

Nirav Modi, accused of

the Ordre Des Experts-Comptables, will host the fifth Africa

GCC consolidation

US$2bn fraud against the

1,000 delegates from professional accountancy organisations,

Further banking

Punjab National Bank, has

governments and other stakeholders are expected to attend.

consolidation in the Gulf

been arrested in London

Cooperation Council (GCC)

in response to an Indian

in Africa’. There will be 10 plenary sessions, 18 workshops

area has been predicted by

extradition request. The

and networking sessions, exhibitions and galas. ACCA is a

Marmore Mena Intelligence

alleged fraud relates to

gold sponsor, and chief executive Helen Brand will speak on

at a seminar. Managing

cash advances obtained

investing in Africa. Members should register early to be eligible

director M R Raghu told

through other banks. Modi is

for the limited discounts. Visa-on-arrival provision has been

the event that GCC banks

a jeweller, whose customers

made for delegates from countries with no Moroccan embassy,

were large in terms of their

include many Bollywood

and visa letters will be provided for those applying through

local market, but too small

film stars. His arrest was

their local embassies. For more details, visit ACOA2019.com.

in global terms. In January

the result of a bank clerk in

a merger took place of Abu

London spotting Modi as he

The theme is ‘For a Successful Public Sector Performance

8

involvement in an alleged

Congress of Accountants on 19–21 June in Marrakech. Over
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Digital power
In a series of videos looking at the power of digital, we explore how machine learning and
artificial intelligence is set to revolutionise the world of finance professionals

Machine power
As ACCA Professional
Insights publishes a
report on machine
learning, watch the
videos to see how digital
technology is impacting
the operations as well as
the strategic ambitions
of organisations.

More information
You can find the videos at
accaglobal.com/digital. See
also page 36 of this edition.

attempted to open a new

which said it was unable to

finance minister Olaf Scholz

school holidays, but will work

account. Modi is believed

complete its audit because

and Dutch deputy finance

five days a week during term

to have entered the UK last

of insufficient information.

minister Menno Snel said they

time and be paid over the

summer. His lawyer told the

The airline faces debt

supported the OECD Base

year as if they worked a four-

court that he would fight

repayment of 1 trillion won

Erosion and Profit Shifting

day week. ‘EY’s research show

the extradition.

(US$800m) this year, a task

(BEPS) proposals, but added:

that flexibility is the number

made more difficult because

‘We recognise that further

one driver of retention

Asiana admits error

of the fall in its share price

measures are important

– it increases employee

South Korea’s second largest

after the correction.

to ensure a sufficient level

engagement by 11%,’ said

of taxation globally. In this

Kate Hillman, people partner
at EY Oceania.

domestic airline, Asiana,
has admitted it misreported

German/Dutch deal

regard, the Netherlands

earnings for 2018 and has

Germany and the

will introduce a conditional

now reported its net loss for

Netherlands have reached

withholding tax on payments

Going digital

the year was 196 billion won

a bilateral agreement to

to low tax jurisdictions.’

OECD’s Going Digital

(US$170m), almost twice

support OECD proposals for

the previously reported 105

reforms to global tax rules to

EY offers flexi-work

been told that more must

billion won (US$93m). Its

deal with the digitalisation

EY Australia has

be done to address social

operating profit was revised

of the economy. The

strengthened its flexible

and financial inequalities

down from 89 billion won

arrangements will assist the

working programme by

emerging from digitalisation.

(US$78m) to 28 billion won

Dutch government to refute

allowing staff to take up to

Too few companies – large

(US$25m). The admission

claims that it is an enabler

12 weeks’ unpaid leave. In

and small – avail themselves

followed concerns expressed

of corporate tax avoidance.

a parallel initiative, staff will

of the opportunities to use

by auditor Samil PwC,

In a joint statement German

be permitted leave during

big data analysis, according

conference in Paris has
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to OECD’s Going Digital

increasing gap between the

report. It added that more

value of companies reflected

investment needs to go

in their share price and

into communications

the tangible asset values

infrastructure and the

reported in their financial

skills needed for people

statements. Richard Martin,

to benefit through better

ACCA’s head of corporate

paid jobs and improved

reporting and lead author,

social engagement, and

commented: ‘The intangibles

to address gender and

may include the value of

other inequalities.

the workforce, know-how,

Kenya launches AML drive

customer relationships,

Kenya is launching a campaign to tackle money laundering,

Intangibles gap

brands and a pipeline of new

focusing on casinos, property transactions, luxury cars,

There are growing concerns

products. The IFRS Standards

foreign exchange, cash remittances, hotels and funds under

that financial statements

only allow for a restricted

management. A new taskforce brings together 30 state

are no longer presenting

recognition of these assets,

agencies under the leadership of the Treasury. Assets Recovery

the underlying drivers of

which is why there is a gap.’

Agency director Muthoni Kimani said: ‘Kenya has never done
a risk assessment. Once we do a risk assessment we are able

value in modern businesses,
in particular intangibles,

ACCA wins award

then to put more resources in the areas where the highest risk

concludes a joint report

ACCA has been recognised

would be identified.’ The African Union and the United Nations

from ACCA and Deloitte.

for the ‘most innovative

Economic Commission for Africa has estimated Kenya is losing

The study highlights the

development by an

tens of millions of dollars annually in illicit financial outflows.

Blockchain changes the game

association’ at the 2019

practice David Middendorf

Almost half of c-suite executives in the technology industry

European Association

has been convicted of

believe that blockchain is likely to change the way they do

Awards at a ceremony at

wire fraud and conspiracy

business in the next three years. According to respondents

Hotel Le Plaza, Brussels. The

to commit wire fraud in

to KPMG’s seventh Technology Industry Innovation Survey,

award was for its mentoring

a New York prosecution.

the top benefits will be improved business efficiencies (23%),

programme. The European

The conviction related to

product and/or service differentiation (12%), cost reductions

Association Awards celebrate

a warning of an inspection

(9%) and new business insights (9%).

the work of European

of the firm’s audits by the

associations for their

Public Company Accounting

members. Claire Wormsley,

Oversight Board (PCAOB).

managing director of

Jeffrey Wada, who worked for

organisers GCN Events, said:

PCAOB, was also convicted.

’It is important to celebrate

Three other defendants –

these hard-won achievements

Thomas Whittle, Cynthia

and shine a spotlight on the

Holder and Brian Sweet –

incredible advancements that

had already pleaded guilty.

associations and trade bodies

Whittle had been KPMG’s

can make, both within their

national partner in charge

industry and for society as

of inspections; Holder was

a whole.’

a PCAOB inspector before

Likelihood that blockchain will change the way your company
does business in the next three years

Very likely

Not likely/
Not at all likely

24%
Neutral

10

Very likely/
Likely

27%

48%

joining KPMG as a partner;
Percentages do not add up to
100% due to rounding.

KPMG convictions

Sweet also moved from

KPMG’s former US national

PCAOB to KPMG; and Wada

managing partner for audit

was a PCAOB inspector.

quality and professional

Sentencing will take place

Accounting and Business May 2019
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later this year. KPMG did
not respond to a request

Tech take-up

for comment.

Three-quarters of senior

Increases in the technologies being investigated,
implemented or already live

tax executives have seen

Africa’s missing tax

more board-level attention

Africa could increase tax

on tax compliance and

revenues by US$72bn

planning in the last year,

annually – 4.6% of GDP

according to Thomson

– if the continent adopts

Reuters’ 2019 European Tax

comprehensive tax reforms,

Technology Survey. Of the

the United Nations

438 respondents from across

Economic Commission for

Europe, 60% plan to invest in

Africa has claimed in its 2019

tax technology over the next

Economic Report on Africa.

12 months, compared with

The report concludes that

54% in 2018.

60%

39%

Data
analytics

Blockchain

50%

56%

AI and
machine
learning

Robotic
process
automation

despite measures taken
in the last two decades to
improve tax administration,
glaring inefficiencies still
remain, showing potential
for raising additional tax
revenue by closing obvious
gaps. To ensure tax systems
are ‘progressive, neutral, fair
and efficient’, it recommends
governments ‘address the

Nigeria acts on JVs

the Energy Access

Exchange have begun the

tax system as a whole rather

The government of newly re-

Investment Forum meeting

process of audit rotation,

than each tax separately’.

elected Nigerian president

in Abidjan, Côte d’Ivoire,

four years in advance of it

Muhammadu Buhari is

has been told. Poor project

becoming mandatory in

SA audit threats

seeking to renegotiate

design and management

South Africa. Approximately

Public sector auditors in

its joint ventures with oil

have prevented greater

17% of JSE-listed

South Africa are dealing

companies in an effort to

investment, said Mahama

companies have voluntarily

with personal threats

increase revenues. Budget

Kappiah, executive director

rotated auditors since the

and intimidation. Bruce

minister Udoma Udo

of the economic community

Independent Regulatory

Vivian of the African

Udoma has announced the

of West African States Centre

Board for Auditors (IRBA)

Professionalisation Initiative

‘immediate commencement

for Renewable Energy and

started tracking audit firm

told Public Finance

of the restructuring of

Energy Efficiency. ‘We need

rotations in January 2017.

International magazine:

the joint venture oil

to address the institutional

In 2018, 35 companies

‘Auditors are facing increased

assets’. Nigeria is looking

and regulatory issues in the

changed their auditors,

pushback and intimidation

to sell around a third of

energy sector so that Africa

up from 18 in 2017. In the

when they perform their

government equity, reducing

can attract more private

first three months of 2019,

work.’ The threats follow the

its stake in projects from

investments,’ he explained.

nine companies changed

passing of the Public Audit

60% to 40% and generating

Delegates were told that

auditor. IRBA said that at

Amendment Act last year

much-needed cash.

greater focus was needed on

this rate, a third of listed

off-grid electricity supply.

companies will have begun

which gave public auditors
greater powers, including the

Energy rethink vital

auditor general being able

Energy projects in Africa

JSE begins rotation

to refer material irregularities

need to be restructured to

Companies listed on

for further investigation.

attract global investment,

the Johannesburg Stock

audit rotation by the end
of 2019.

AB

Paul Gosling, journalist
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A life in audit
Professor Arnold Schilder, retiring chair of the IAASB, reflects on his decade-long
tenure and considers what the future may hold for audit and assurance

A

been a decade of great change and upheaval for the audit

Professor Arnold Schilder comes from a family of

profession, with the IAASB at the forefront of the movement

theologians and auditors. He studied theology from 1966 to

to create and maintain a set of globally recognised, high

1974, but wanted to understand more about how business

quality standards that serve the many stakeholders in

interacts with society, so joined a predecessor firm of PwC

today’s audits.

in 1972, moving into international audit in 1985, as well as

fter 10 years at the helm of the International
Auditing and Assurance Standards Board (IAASB),

i

CV

Professor Arnold Schilder is stepping down. It has

But it is also a time to look forward to the developments that

taking on several management roles in the firm. In 1998 he

will have an impact on the future of auditing and assurance:

moved to take up a place on the managing board of the

wider stakeholder interest, developments in emerging

Dutch Central Bank (DCB), where he was responsible for

economies, shifting expectation gaps and the increasing use

banking regulation and supervision. In addition, he served as

of technology will all continue to figure on the agenda for

the chair of the Basel Committee on Banking Supervision’s

IAASB meetings in years to come.

Accounting Task Force from 1999 to 2006 and as a member

Back in 2010, a year after Schilder had taken on the role of

of the Public Interest Oversight Board from 2005 to 2008. He

chairman at the IAASB, he told an ACCA Council meeting that

remained on the DCB board until 2008, before beginning his

the expectation gap was real, and that as auditors had to deal

decade-long tenure as chair of the IAASB in January 2009.

with many users and regulators, it was important to discover

He has also enjoyed a side career as a part-time professor

what those users and auditors expected and how those

of auditing at the Universities of Amsterdam and Maastricht

expectations changed over time. So, a decade on, how much

from 1988 to 2009. In 2001, he was made a knight in the

has changed?

Order of Orange Nassau, a Dutch civil and military order

‘We were always educated in awareness of the expectation

of chivalry, awarded for ‘special merits for society’. He also

gap, and that we need to make clear what auditors can do and

received a Lifetime Achievement Award from International

what auditors cannot do,’ Schilder says. ‘That is one half, but the

Accounting Bulletin in 2014.

other half is that auditors have to deliver. There are reasonable
expectations, but speaking to colleagues in the IAASB around
the world some would say the gap has narrowed, while

should be far better testing methods. At the same time,

others would say it has stayed the same, or increased. So, the

stakeholder pressure has required the auditing of non-financial

expectation gap is a dynamic concept, one that is changing all

information, which can be open to far wider interpretation,

the time. How you deliver on that is the key question.’

presenting greater difficulties in validation.

Schilder, however, points to a number of initiatives
implemented during his time in office that have gone some

Distinguished service

way to reducing that gap. ‘We have developed new audit

Schilder joined the auditing profession in 1972 when he

reports, including key audit matters, which are a complete

enrolled with a predecessor firm of PwC in the Netherlands.

step change from previous audit opinions,’ Schilder explains.

From 1998 he was a board member of the Dutch Central

This has, in turn, created more transparency around the audit

Bank, where he served until 2008, before taking up his current

process while helping to explain what is expected of an audit.

position at the IAASB the following year. During his time at

This transparency is also helped by reports on audit quality from

PwC he earned a PhD in business economics with a thesis on

individual regulators, which can be critical but also positive.’

auditor independence, a distinction that would have stood

But Schilder also observes that advances in technology

12

him in good stead as he took on the IAASB role.

have contributed to a widening expectation gap – now

The achievements over the past 10 years are probably

that whole data populations can be interrogated, there

too many to list, but Schilder points to a number of areas
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‘The audit
expectation gap
is changing all
the time. How you
deliver on that is
the question’
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the way professional accountancy firms are expected to
manage quality – for audits, reviews and other assurance and
related services. ‘The fundamental change here is it shifts
from a backward-looking quality control system to a more
preventative, proactive approach so that auditors are sure they
will have done the right thing,’ he explains.
The final area is non-financial reporting, with the release of
a consultation paper in February 2019 on emerging forms of
external reporting (EER) assurance. EER encapsulates many
different forms of reporting, including integrated reporting,
sustainability reporting and other reporting by entities about
environmental, social and governance matters. ‘It is about
exploring new ways and linking concepts, but it is also a major
area of development for reporting, driven by a fundamental
interest in the global environment,’ Schilder says.
A further key area where audit is rapidly evolving, and will
continue to do so into the future, is the use of technology in
the audit process. ‘I am very impressed with all the possibilities
that new technology allows auditors to apply to the process,
but the question is, how will this impact auditing standards?’
Schilder asks. Already, the IAASB’s technology group is
assisting with the revision of some auditing standards, but
feedback suggests that the issue is not so much that the
standards are broken, as that they were written at a time of
less rapid technological progress.
‘We are now in the initial phase
of a project addressing the audit
where he believes there has been
significant progress during his time
with the board.
The first is the work on auditing
estimates. The revised ISA 540,
Auditing Accounting Estimates and
Related Disclosures, is, Schilder
says, a very important contribution
to auditing. ‘It goes to the heart
of every audit, so strengthening
it was a major move,’ he explains.
The revisions ensure that the

‘I am very impressed
with all the
possibilities that
new technology
allows auditors to
apply to the process,
but the question is,
how will this impact
auditing standards?’

of the future. But auditors will
always be required to help reduce
uncertainty about financial reporting
with their expertise and judgment.
Society is relying on the auditors to
deliver, and the challenge has not
decreased,’ Schilder says.
There is, however, one big
question that Schilder does
not yet know the answer to. It
is a philosophical question, but
nonetheless one that needs to
be asked as auditors are required

standard continues to keep pace

to delve into more financial and

with changing markets and fosters a
more independent, challenging and sceptical auditor mindset.

non-financial areas. ‘How much is enough?’ he asks. ‘The

‘The standard is asking auditors to always ask what lies behind

interactions between the many stakeholders means we need

the assumptions.’

everyone round the table. Public interest has moved forward

It is this scepticism that is constantly reinforced throughout
the work of the IAASB, and indeed national regulators around
the world. This sits alongside another area of progress, the

so much in the last 10 years.’
And Schilder has no doubt that it will continue to do so into
the future.

AB

suite of proposed quality management standards, which
were released in February 2019. These standards will change
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The view from
Natasha Birbal FCCA, management accountant,
Methanex Trinidad, and coastal clean-up enthusiast
From an early age I was

methanol, a low-emission

intrigued by managing

and cost-effective

finances and my heart

alternative fuel for ships.

31%

was set on becoming an

My organisation believes

of adults have sufficient problem-solving

accountant. My career

our business should have a

skills to succeed in a digital world.

started at an accounting

positive impact on people’s

Source: OECD

outsourcing company;

lives and environment,

this prepared me for the
step up to Methanex Trinidad where

and we run a number of
initiatives to promote sustainability.

my involvement in crossfunctional

VW charged with fraud
Volkswagen, two of its subsidiaries

teams paved the way for me to act in

The ACCA Qualification gave me

and its former CEO Martin Winterkorn

supervisory positions.

broad knowledge that prepared me to

have been charged in the US with

function at a supervisory level. As an

defrauding investors. The Securities and

Recently, I’ve been assigned the

employee of an Approved Employer my

Exchange Commission (SEC) alleged

portfolio of acting supervisor of

developmental plan is aligned with CPD.

the companies had raised US$13bn in

financial reporting and tax. This involves

bonds and asset-backed securities while

planning and executing reporting

At this stage, my career goal is to

making deceptive claims about the

requirements and ensuring compliance

gain experience and develop my

environmental impact of the Volkswagen

with local tax laws and regulations,

competencies to position myself for

‘clean diesel’ fleet. Stephanie Avakian,

as well as ensuring the application of

a more senior managerial role. With

co-director of the SEC’s enforcement

internal controls in accordance with

this in mind I recently completed the

division, said: ‘Issuers availing

Sarbanes-Oxley. What I enjoy most

University of London/ACCA master’s

themselves of American capital markets

is the meeting of minds in delivering

degree in professional accountancy (see

must provide investors with accurate

information to key stakeholders.

also page 64 of April’s AB).

and complete information.’

There is a growing demand globally

My biggest achievement was being

Fight the fakes

for cleaner marine fuel, and Trinidad

selected to consolidate and report on

The Organisation for Economic

and Tobago is a major producer of

budgets from five different regions.

Co-operation and Development (OECD)

I can still remember my director’s

has called on companies to strengthen

words: ‘I am entrusting you with

their governance arrangements to

this responsibility and I have every

tackle the growing trade in counterfeit

confidence that you will do well.’ This

and pirated goods. Fake goods

not only empowered me but propelled

now represent 3.3% of global trade,

me to continuously improve my skillset.

according to a report, Trends in Trade in

My organisation
believes our
business should
have a positive
impact on
people’s lives

Counterfeit and Pirated Goods, by the
I enjoy physical fitness and engaging

OECD and the EU’s Intellectual Property

in social activities such as coastal

Office. ‘Counterfeit trade takes away

clean-ups. I partner with Habitat for

revenues from firms and governments

Humanity and participate in charity

and feeds other criminal activities,’

walks. I also lead one of my company’s

said OECD public governance director

social responsibility initiatives,

Marcos Bonturi.

Mentoring Our Children.
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AI and the investor
Alison Thomas investigates how investors use technology to analyse information
about companies and what management can do to make their reports easier to use
The world of corporate

issued report, Artificial intelligence

data feeds. Now it can be up to 100,’

communications evolves slowly. Partly

and corporate reporting: How does

explains David Wright, head of product

due to restrictive reporting regulations,

it measure up?, classifies the various

strategy in BlackRock’s Systematic

companies continue to report on

uses of artificial intelligence (AI) by

Active Equity team.

their performance primarily using

market analysts into three categories:

PDFs and PowerPoint presentations.

finding data sources, reading and

sources include:

Videos, the occasional interactive

structuring reports, and using
algorithms to analyse data. Let’s look at

*

text and multimedia (including social

Excel spreadsheet and Twitter feeds
have crept in. But, in essence, little has

each in turn.

*

transactions (such as shipment

*

sensors (including satellite

changed since the turn of this century.
In contrast, shareholders have long

Examples of these non-traditional

Data sources

media, blogs and photos)
records, point-of-sale records and
credit card processing)

embraced the digital age. Faced with

The data sources that investment

a mountain of data to sift through and

professionals use are expanding.

analyse, they are early adopters of any

According to a 2018 survey by

technology that expedites a seemingly

Greenwich Associates published in

The way in which this data is used is

impossible task. They use data

Seismic Shifts: The Future of Investment

limited only by the imagination. Some,

intermediaries to provide a one-stop

Research, 70% of CIOs use non-

for example, use mobile phone activity to

shop on financials. Economic data series

traditional data sources or expect to do

monitor store traffic; others buy satellite

are on tap. Analytical and visualisation

so in the next 12 months. ‘Two decades

data to track delivery trucks or e-invoice

tools abound. So there is little surprise

ago, we might have used 10

that the investment community has
been quick to experiment with machinebased learning.

information, GPS devices and
crop sensors).

data to monitor product sales –
anything that gives insight
into companies’
performance.

Examples of the use of advanced
data analytics by investment
professionals grow by the
day. The UK’s Financial
Reporting Lab’s
recently

16
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Reports and databases

respondents, 52% think that technology

reporting, such as tagging financial data

As for reading reports and structuring

will replace many traditional investment

using XBRL. At some point, the need to

them into databases, a decade ago

jobs, with 40% predicting that AI will

structure data may evaporate, but that

text analysis was a clunky affair, but not

allow them to create portfolios without

remains a distant goal.

anymore. ‘Natural language processing

the need for asset managers. Nearly

has transformed the value of the written

70% think that technology will handle

Need for structure

word,’ says Wright.

asset allocation, and almost half think

For now, machine-learning algorithms

that AI will be able to judge when to

require clean and well-labelled data.

unstructured prose to allow investors

buy and sell shares. But few predict the

For the very largest investment

to tease out insight in a range of ways.

end of the professional investor.

management companies, the process of

Text readers add meta-tags to

‘I don’t see myself retiring anytime

adding structure to data is part of their

Wright adds. ‘We look at a wide range

soon,’ says Ben Peters, fund manager

competitive advantage. But for the rest,

of indicators, including the tone of the

and director at Evenlode Investments.

poorly structured corporate data is hard

presentation and how it differs from

‘Computers are good at spotting short-

to find and consequently hard to use.

that used in formal filings. We consider

terms shifts in sentiment or pricing

the tense that they use and whether the

anomalies. But investing for the long-

Peters. ‘In particular, we need globally

language differs from that typically used

term takes a more nuanced approach,

consistent, comparable financial data.

by the company. It has become a really

and computers don’t do nuance.’

The standard setters have made some

‘The earnings call is a goldmine,’

‘We need structured data,’ explains

interesting way to spot companies that

progress in that regard, but there is still

might outperform.’

some way to go.’

Analysing data

sees plenty of scope to make that more

The investment community has used

digitally accessible too. ‘I’m torn. The

algorithms to analyse data for decades.

structure of the 10-K [US annual report]

As for the narrative report, Peters

The difference today is one of degree.
In the old days, models were relatively
crude and based on a limited universe
of data. Today they are non-linear,
analysing the interdependencies
between many disparate streams
of data. This allows them to spot

The data used in an
AI world has been
created with digital
in mind; corporate
reporting has not

lends itself better to the world of AI than
the UK or European style of reporting.
But the narrative in a UK report is far
richer than that in the 10-K. Having said
that, I see no reason why we can’t have
the best of both worlds – good narrative
that is well-structured.’
The message to the corporate

relationships that humans wouldn’t

community is clear: the more you can

intuitively identify. Moreover, AI uses
the results of previous analyses to refine

Even in BlackRock’s quant-driven

add structure to the information that you

models. This reduces the inherent bias

team, humans appear to be here to

report to the investment community the

and subjectivity of earlier approaches.

stay. ‘Computers can find spurious

better. The move to XBRL is a start. But

relationships between all sorts of

it is only a small step forward. The data

quickly identify investments that match

unrelated things,’ says Wright. ‘That’s

used in an AI world has been created

their values, ethical standards or specific

why our process is driven by humans;

with digital in mind; corporate reporting

risk/return objectives. They can look for

it’s our researchers that come up with

has not. It is largely paper-based and not

short-term trading opportunities and

the economic hypotheses that we test,

comparable between companies. This is

signals of unrecognised value creation.

not machines.’

not sustainable and will change.

Today’s models allow analysts to more

The number of applications developed
in recent years is extraordinary.

The impact of the investment

So companies have two choices. They

community’s commitment to digital data

can be proactive in creating a digital

So does this mean the end of

on corporate reporting is likely to be a

framework for reporting, or they can

professional investors? In 2018,

slow burn. There is much discussion in

wait for others to dictate how they tell

Fidelity International surveyed 905

the media about AI’s ability to handle

their story.

asset owners about the impact of AI

unstructured data. Some speculate that

on the investment profession. Of the

this negates the need to move to digital

AB

Alison Thomas is a consultant.
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Expectations GAAP
Companies have been criticised for using non-GAAP measures in their annual reports –
effectively overstating their profits. Concerns are mounting as the practice grows
A bond prospectus is a sales document
– literally. So there was some small

‘Troublesome practices’: the SEC view

commotion when office rental company

In her keynote address to the 2016 annual conference of the International Corporate

WeWork included a non-GAAP

Governance Network, former SEC chairman Mary Jo White declared: ‘In too

measure called ‘community-adjusted

many cases, the non-GAAP information, which is meant to supplement the GAAP

EBITDA’ in its recent prospectus.

information, has become the key message to investors, crowding out and effectively

WeWork is a typical ‘unicorn’ startup:

supplanting the GAAP presentation. [Many senior SEC staff] have spoken out

a company that has a valuation in the

frequently about our concerns to raise the awareness of boards, management and

billions but has never turned a profit. Its

investors. The staff have issued guidance addressing a number of troublesome

business model relies on leasing offices,

practices which can make non-GAAP disclosures misleading: the lack of equal

refurbishing them and renting them

or greater prominence for GAAP measures; exclusion of normal, recurring cash

out to (largely) small and medium-sized

operating expenses; individually tailored non-GAAP revenues; lack of consistency;

companies. It is not a complex business,

cherrypicking; and the use of cash per share data. I strongly urge companies to

so what is behind the company’s

carefully consider this guidance and revisit their approach to non-GAAP disclosures.

‘accounting for the community’ metric?

I also urge again that appropriate controls be considered and that audit committees

WeWork appears to consider its

carefully oversee their company’s use of non-GAAP measures and disclosures.’

community-adjusted EBITDA as a piece
of information essential to investors
who wish to understand its business.

business, so it has found another way

But its approach has drawn criticism

to report what it thinks is important.

trend in using non-GAAP measures

from some, who claim it is corporate

The problem is that it also makes the

to describe a business is open to

nonsense-speak intended to obscure

company look good in the process,

manipulation. There are concerns

understanding of the business.

an outcome that will inevitably draw

among investors and regulators that

scrutiny from sceptics.

companies use APMs to inflate profits,

The metric has its defenders. But
the point is that where one person

obscure recurring items and shroud

sees an abstraction of something

Everyone’s at it

their business model in language that is

relatively straightforward, another sees

WeWork is not alone in its use of non-

not comparable across their sector.

a clarification of something that, if not

GAAP metrics. A 2016 PwC study, An

unique, is still perfectly fair.

alternative picture of performance,

being misled into treating non-GAAP

The bottom line is that WeWork

18

Concerns are growing that the

There are also fears investors are

found that 95% of UK FTSE 100

with the same reverence as the audited

believes that extant reporting standards

companies report using alternative

numbers. The former chairman of the US

are not sufficient for describing its

performance measures (APMs).

Securities and Exchange Commission
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Mary Jo White worries whether analysts

equivalent. But somehow these

are distinguishing between them at all

regulations don’t seem to be stopping

(see panel left).

the trend, as Hoogervorst puts it,

Multiple studies show that there is
a crucial difference between profit
reported under GAAP and profit

of non-GAAP numbers ‘getting
increasingly detached from reality’.
But would expanding the audit to

reported under non-GAAP. Research by

include APMs help? Recent events

Citi in 2016 showed there is as much as

suggest that auditors are already

a 30% difference between the two. That

struggling with their current brief. As

is easily the difference between being

super-investor Carl Ichan points out,

very solvent and very bankrupt.

unsettlingly, ‘even GAAP numbers

So why do investors rely on non-GAAP

are suspect’. Expanding the scope of

reporting at all? And why aren’t APMs

the audit to cover myriad non-GAAP

audited? It’s important to recognise that

measures would put even more pressure

financial reporting standards are both

on the audit.

unwieldy and tremendously flexible.

And isn’t part of the point of non-

This creates what the chairman of the

GAAP measures that they sit outside

Research in 2016
showed there is
as much as a 30%
difference between
profit reported
under GAAP and
profit reported
under non-GAAP

strict frameworks? If they became
subject to audit, companies and
investors might think up new ways to

International Accounting Standards

talk about performance or to seek

Board, Hans Hoogervorst, calls ‘an open

information and thereby advantage.

invitation for non-GAAP to step in’ (see

The difficulty is that only

how the IASB is addressing the issue on

sophisticated investors have the skills

page 48 of April’s AB). The standards

to challenge non-GAAP numbers, and

are also backward-facing.

there are a great many investors who

So it’s arguably natural that investors
seek information that cannot be
adequately measured by GAAP. But
what they are presented with

do not meet that definition. Warren
Buffet, a long-time critic of non-GAAP
(but whose investment company
Berkshire Hathaway does

in the world of non-GAAP

make use of APMs),

disclosures – sometimes

believes that accounting

rose-tinted figures – may not

literacy is key:

be what they seek, or find.

investors, he believes,

Investors broadly trust

should understand it

non-GAAP partly because

like a ‘native language’

regulations require companies

to unravel its more

to match their non-GAAP

artistic uses.

numbers to the closest GAAP

Some combination of
standards-setting, regulation and
investor pressure on companies that
are particularly creative with their use
of non-GAAP seems to be required.
As Deutsche Asset Management’s
David Bianco puts it: ‘The best measure
lies somewhere between GAAP and
non-GAAP.’

AB

Felicity Hawksley, journalist
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Crossing the bridge
Integrated reporting is attracting interest in Turkey, but a new report co-authored by
ACCA reveals that companies seek more support as they embark on the IR journey
Integrated reporting (IR) has been

Turkey: Current Situation, Stakeholders’

Current status

gaining momentum around the world,

Perceptions and Expectations, strong

Around half (49%) of the company

with many major corporations now

appetite exists for increased knowledge

executives interviewed had no

presenting information to explain

and support.

knowledge of IR. Another 22% were

how they create value over the short,

The research was carried out by

informed but had no intention of

medium and long term. The framework

the Centre for Finance, Corporate

preparing an integrated report. However,

developed by the International

Governance and Sustainability at Yildiz

15% thought IR would be beneficial to

Integrated Reporting Council (IIRC)

Technical University, in cooperation

their company and planned to prepare

identifies six types of capital that

with ACCA and KPMG Turkey, with the

an integrated report, 6% had started

organisations potentially use and create:

support of the Integrated Reporting

preparatory work for IR and 7% had

financial, manufactured, intellectual,

Turkey Network (ERTA). Face-to-face

already prepared a report.

human, social and relationship, and

interviews were held with a range

natural. IR encourages organisations

of participants, including senior

IR is high among all executives – even

to report on non-financial as well

executives within companies, institutional

those currently with no intention

as financial performance, and in

investors, consultants advising on

of preparing an integrated report.

the process, enables managers and

IR, non-governmental organisations,

However, the majority said that

investors to better understand the links

regulatory and implementing agencies,

financial performance metrics were

between non-financial and financial

and academics.

the key criteria for decision-making in

Demand for more information about

‘Through interviews with the people

their companies. Most also thought

integrated thinking across organisations

who will shape the future of IR in Turkey,

that the disclosure of non-financial

in their decision-making processes.

the report lays the groundwork, for the

information linked to company strategy

first time, for a roadmap to widespread

was a delicate issue (including 56% of

still in its early stages in Turkey. However,

integrated reporting adoption in the

companies that had already issued an

as highlighted in a report published

country,’ says Helen Brand, ACCA

integrated report and 80% of those who

earlier this year, Integrated Reporting in

chief executive.

had started preparatory work).

performance. It also encourages

Recent research has found that IR is

What are Turkey’s IR challenges?
Measuring the inputs of non-financial capital and the determination

Have prepared an integrated report

of the probability of occurrence of risks are the key issues raised by

Started preparatory works

survey respondents, with determining the scope and contents of the

Plan to prepare an integrated report

report the most important challenge in the preparation process.
52%
65%
65%

Deciding which key
matters to include

20

44%
85%
67%

Deciding the report’s
scope and contents

72%
80%
64%

Calculating risk
probability

68%
65%
71%

Measuring
opportunities

60%
80%
71%

Measuring nonfinancial capital inputs
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Many participants
thought that
the framework
limited the ability
to compare
companies

The framework that underpins IR
is principles based and designed to
enable companies to apply its concepts

together to create value in the most

training in the process. All the companies

effective way.

that had already prepared a report cited

However, research participants also

the need for qualified staff to take part

to their particular circumstances.

saw some challenges in preparing

in preparation. Consultancy firms placed

Companies see some advantages

integrated reports, particularly in relation

most emphasis on the need for belief

in this approach. For example, 60%

to measuring non-financial capital inputs

in, and support for, IR among senior

of executives in companies that had

and determining the probability of the

management.

prepared an integrated report said the

occurrence of risks. Companies in the

framework provided flexibility and all

preparatory stages of IR were particularly

of recommendations for supporting

of them thought it enabled ‘originality’.

concerned about the challenge of

the take-up of IR in Turkey. First, they

However, many participants also

determining the scope and contents

suggest that regulatory authorities

thought that the framework limited the

of their report. Other challenges for all

should take responsibility for

ability to compare companies (including

companies concerned how to measure

encouraging companies to adopt IR in

50% of those who had prepared an

opportunities and how to determine

a way that provides useful information

integrated report and all of those in the

important matters for inclusion.

for investment decisions. They also

preparatory stages). Other stakeholders,

Other groups of respondents identified

The report authors make a number

recommend that ERTA – the main

including regulatory and implementing

further challenges. For example,

source of initial information about IR for

agencies, NGOs, academics and

according to the academics interviewed,

many participants – should run projects,

consultants, tended to appreciate the

the main challenges in the preparation

hold informative meetings and organise

flexibility and originality enabled by

process include measuring the outputs

training for companies to increase

the framework.

of non-financial capital elements, and

awareness and understanding of IR.

Companies in Turkey that have

structural difficulties (and costs) in

Recognising the need for IR

embraced integrated reporting

establishing information systems in

knowledge, the researchers also

do identify benefits. The approach

companies to support reporting.

recommend that integrated thinking
and value-creation topics be included

helps them to determine corporate
strategies in a more holistic manner,

Next steps

in relevant undergraduate and graduate

link performance in different areas,

The majority (73%) of research

university courses. They also call for

and develop a more forward-looking

participants thought that integrated

regulatory and implementing agencies

perspective. Additional benefits of the

reports should be prepared on a

to support training in integrated

preparation process include improved

voluntary basis in Turkey. So how could IR

thinking and reporting and the raising of

stakeholder and investor relations, as

be best encouraged? The vast majority

public awareness.

well as a better understanding of how

of executives emphasised the need for

different parts of the business can work

professional consultancy support and for

AB

Sarah Perrin, journalist
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Let’s be clear
Ensuring an annual report conveys what senior management wants it to demands
planning – and cooperation from all sides, says Vanessa Richards
Annual reporting can be a strange

programme. Content that has been

business for a communications adviser.

developed for press releases, employee

There cannot be many other situations

newsletters or other channels can often

where the author finds it as difficult,

be repurposed, with a suitable level

even painful, to write something as the

of review from legal and compliance

reader does to read it. Communicating

advisors. Repurposing content

in a compliance-driven vehicle can be

saves work and makes your report

challenging, but there are steps you

consistent with other messages to your

can take to make it less so.

stakeholders, adding to your credibility.

It may sound more than a little self-

It’s surprising how infrequently this is

serving to say so, but I believe it really

done. Sometimes the rationale seems to

is in companies’ interest to make sure

be that reporting requires more formal

communications professionals are front

and constrained language and scope

and centre on their reporting team.

(I disagree), and sometimes it just seems

They have knowledge of publication

to be a practical issue. Too often there

production and can act as the ‘voice of

is an unacknowledged barrier between

the reader’ in the reporting process.

the communications function and

Getting clarity on what senior

whichever function (legal, governance or

management and the board want

finance) might own the annual report.

the annual report to say can be a real

Finally, much time is wasted and

headache. What often happens is that

frustration caused by failure to stick to

the subject matter experts who prepare

review responsibilities. This is particularly

the data take a (more or less wild) guess

the case towards the end of the project

at what explanation should be given

where low-value changes can require

for the results. These experts often

significant re-reviews by all those who

only have visibility over their particular

have developed the content to date. Be

part of the enterprise. The result is a

clear about who is reviewing for what

patchwork of disconnected disclosures.

and the value these contributions add.

The solution is to invest time at the start

Subject matter experts should review

of your reporting project to map out the
main points and the key messages for
each. Different perspectives across the
board and management team should be
discussed and resolved.
Senior management can be reluctant
to spend time on the report this early
in the process. But too many reports
are finalised right on the deadline in a
high-pressure atmosphere with nobody
happy about the end result.
The annual report can and should
echo the broader communications

22

for accuracy and completeness of

Many reports
are finalised right
on the deadline in
a high-pressure
atmosphere with
nobody happy
about the
end result

content. Communications professionals
can advise on design, clarity, simplicity
of language and overall coherence.
Legal must consider the compliance and
liability risks. And senior management
should assure themselves that the
content is in line with the messages they
want their stakeholders to hear.

AB

Vanessa Richards is a corporate
communications and governance
consultant in Australia.
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A softer touch
Future approaches to investment in Africa should involve closer engagement
with Africans themselves, says Alnoor Amlani
Earlier this year French president

aid, but through investment’. Indeed,

Emmanuel Macron made a visit to

this is the essential paradigm shift in

Kenya, his ninth trip to Africa since

what Alex Vines of Chatham House, a

he took office in 2017. He toured the

UK think-tank, calls the ‘new scramble

presidential residence in a Kenyan-

for Africa’, where today’s players seek

assembled Peugeot 3008, and went

more than simply to exploit agricultural

on to sign investment contracts worth

and mineral resources. At last, investors

some €2bn (US$2.27bn).

seem interested in the real economic

Turkey’s president Recep Tayyip

opportunities on the horizon.

Erdogan has also been a regular visitor

This shift involves a softer touch

to Africa, making more than 30 visits

and closer engagement with African

since 2008, and India’s prime minister

governments and businesses. France

Narendra Modi has visited eight

could have a competitive edge here.

countries. Interest from a range of

‘We’ve always used that form of

countries could act as a counterbalance

diplomacy to implant ourselves,’ says

to the dominant position of China.

a French diplomat in the region. ‘But it

McKinsey reports that over 10,000

becomes all the more important when

Chinese businesses now operate across

facing China, because it differentiates us

Africa. This year, Russian president

from its contract-oriented, low-cost, low-

Vladimir Putin will host the first Russia-

interest model of doing business.’

Africa summit, following the success

This year’s AIF, in November, is

of China’s Forum on Africa-China

expected to see even larger deals than

Cooperation, which in 2018 attracted

before. It represents the first concerted

more African leaders than the annual

effort at continent-wide investment

meeting of the UN General Assembly.

coordination at scale and, as such, it

Against this background it is good to

can only gather momentum, growing

see traditional players such as France

the opportunities available to Africans

and Britain, as well as newcomers like

and helping to ensure that Africa takes

India, starting to up their efforts.

charge of its own development.

Intra-Africa investment is also rising.

However, the efforts of institutions

The the African Development Bank

such as the AfDB need to be supported

(AfDB), reported a sharp increase in

by good democracies and transparency,

cross-border investments, from US$2bn

to ensure that the economic gains

in 2010 to US$12bn in 2017. The AfDB
has been championing initiatives in
infrastructure, transport, financial
services and more. Last November, it
secured 49 deals and investment of
US$38bn in just two days with the launch
of the Africa Investment Forum (AIF).
AfDB president Akinwumi Adesina
has said ‘Africa will not develop through

The efforts of
institutions such as
the AfDB must be
supported by good
democracies and
transparency

actually reach the greatest number
of people. China and Russia are not
focused on these areas, which is why
countries like France and Britain remain
important to the continent’s chances for
long-term success.
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Alnoor Amlani FCCA is a director with
the CFOO Centre in Nairobi, Kenya.
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Three keys to success
ACCA president Robert Stenhouse shares three truths about shaping the future in a
time of change, which resounded around the recent ACCA UK members’ conference
mental health and wellbeing are key
constituents of successful change plans.
Finally, in times of change, learning
fuelled by curiosity helps us all
stay relevant. One of the speakers
encouraged everyone to set aside five
minutes a day to search the internet and
look at articles and videos on subjects
that interested them. To see the
potential in new ideas, we need a base
level of understanding of new concepts
in the world around us.
On the theme of curiosity and bitesize learning, an excellent place to
start is our latest professional insights
research. In this edition of AB, we
highlight the new ACCA report Machine
learning: more science than fiction
(see page 36) – an accessible, practical
introduction to the basics of artificial
intelligence and how it is being adopted
in the accountancy profession.
Keeping these three themes in mind
will help finance professionals shape the
future and unlock their own potential.
The theme of the ACCA UK members’

of growth globally. However, individual

Robert Stenhouse is a director, national

conference in March was ‘Shaping the

businesses transform themselves

accounting and audit, at Deloitte UK.

future – unlocking your organisation’s

successfully when they have a true focus

potential’. The fantastic speakers and

on what their customers want and will

panellists – mostly ACCA members –

want. This requires them to be open to

provided real-life examples and insights

feedback, to be agile and to embrace

about how they were coping with

change. Such focus gives confidence to

change and leading transformation.

invest in times of uncertainty.

To me, three messages came across

The next takeaway is that successful

loud and clear from the day. I believe

change is not achieved at any cost.

they are fundamental to the developing

It must take account of the stress it

role of the finance professional and

puts on society and those undergoing

therefore to ACCA’s strategy.

the change. Wider considerations of

First, we are operating during a time

24
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sustainability, by reference to the United

of economic uncertainty, not only in the

Nations Sustainability Development

UK with Brexit, but also with the slowing

Goals, and consideration of employee

Successful change
is not achieved at
any cost. It must
take account of the
stress it puts on
society and those
undergoing change
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The view from
Gordon-David Filbry ACCA, founder, Filbry Consulting,
Zurich, Switzerland, and endurance sportsman
A cornerstone of my

I am fascinated by

career is my interest in

advanced mathematics and

67%

qualitative rules, complexity

physics. My interest in these

of female investors globally say their financial

and numbers – hence

fields helps me to develop

advisers don’t understand their needs.

accountancy as a choice

a solutions-driven approach

Source: Harnessing the Power of the Purse,

of career was self-evident

to analysis and assessment.

Center for Talent Innovation

for me. After a master’s in

A flexible approach is also

finance, I became an auditor

important in business and

at KPMG and then PwC, and am now a

accounting – without it, a ‘tunnel-view’

Box pays
PwC
headline
for Colonial audit

finance specialist.

and tendency to restrictive determinism

Voluptas
PwC
has settled
eum, ipis
a professional
mincte ped quis

in problem solving can too easily lead to

negligence
brought
the rereiciis
receiver
accullorest, claim
sintecta
velestby
labor

‘over-engineering’.

of
thedollautetur?
failed Colonial
quos
QuiBank,
nam,Federal
volor

I made a firm choice to set up my
own consultancy. Working on short

Deposit
(FDIC),
sunt adi Insurance
berit veneCorporation
pro quae commos

assignments as a freelancer allows me

ACCA is not as well known here in

to combine freedom of manoeuvre

Zurich as the local Swiss professional

with responsibility. Sometimes the

qualifications. The high-level,

responsibility can be challenging but I

methodical approach and best practices

do enjoy the entrepreneurial aspect.

you learn with the ACCA Qualification
are different from the Swiss approach.

for
US$335m.
Last
year,ipsum.
a court ruled
quaspit,
si omni
lorem
PwC liable
for professional
negligence
Boxout
crosshead:
doluptur,
sequamust
in
its audit
the bank, whose
failure la
magni
beraofcoribusdam
et re nobist
caused con
an estimated
loss toas
dolore
re volorer US$3bn
spercit autem
FDIC’s
deposit
insurance fund. ‘PwC and
rerum volut
volorun.
the FDICcrosshead:
as receivermoditat
for Colonial
Bank
Boxout
urehend

I work on regular accounting tasks

There is no doubt that the ACCA

but also advise on a variety of

Qualification provides methodological

finance questions around processes

excellence, which in turn is

and controls. A recurring topic in

advantageous in global businesses.

PwC
to rerem
their mutual
satisfaction,’
the firm
estrum
aborrup
turiantion culpa
declared in
a statement.
doluptus
lorem
ipsum dolor sit amet.

Standards and Swiss accounting rules,

In my work I’ve always enjoyed

Box headline
Ferrier
Hodgson joins KPMG

and now for us ACCA members, Britain’s

the variety between repetition and

Voluptas
The
merger
eum,
of KPMG
ipis mincte
Australia
ped and
quis

Brexit decision, with everything it might

flexibility when solving complex

Ferrier
Hodgson
has velest
created
onerereiciis
of
accullorest,
sintecta
labor

involve, is a preoccupation.

problems. I want to build a sustainable

Australia’s
largest restructuring
and
quos dollautetur?
Qui nam, volor

business and balance this with part-time

forensic
businesses.
sunt adi advisory
berit vene
pro quae The
commos

study in mathematics and physics.

combined
will have
27 partners
and
quaspit, si firm
omnoditat
urehend
isciae.
more than
200 specialists.
KPMG will take
Gitae
magnima
ximporr undenimilit

Achieving ACCA membership has been

over
in rerem
Sydney,
premFerrier
culpa Hodgson’s
dolore praeoffices
estrum
Melbourne,
Brisbane
anddoluptus.
Perth, and is
aborrup
turiantion
culpa

Switzerland is the divide between IFRS

A recurring topic is
the divide between
IFRS Standards and
Swiss accounting
rules, and now
for us ACCA
members, Britain’s
Brexit decision

my biggest achievement so far. It was
no easy task as I used my own vacation

have
negligence
isciae.settled
Gitae professional
magnima ximporr
claims brought
byculpa
the FDIC-R
undenimilit
prem
doloreagainst
prae

time and self-financed my studies.

negotiating
for its Adelaide
practice
Ur, nihitiis mollaut
rerum atum,
core too.
KPMG Australia
CEO
Gary
saerae
cus aut que
pos
ex Wingrove
exerepe

I love to try new things, but endurance

said:
‘Traditionally,
KPMG
focused on
rroviducias
es venet
odit, has
simporum
turnaround
and restructuring
dolo
el eaquidis
corro blatiosbut
quihasn’t

sports over long distances have
become an important part of my life.
I enjoy running, swimming and biking.
Besides that, I enjoy plastic modelling,
and reading, to keep an open mind.

had
the capacity
to estemperum
meet the market
volupta
quique dit
opportunity
till now.
doluptas
et, –vollam
re This
que merger
sus eumbuilds
hit
great
scale and capability
quickly,
aut occusaecus
essi omnihiciis
et making
lorem
us a highly
force.’
ipsum
dolorcompetitive
sit amet nunc.
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Firms continue to grow
The latest IAB World Survey documents a widening gulf between the Big Four
and mid-tier firms, while advisory continues to grow its share of business
The 2019 IAB World Survey, which

now stands at US$921.6m, compared

in some cases growth was the result

ranks the top accountancy networks

to a US$758.9m gap last year, and

of firms recategorising some work as

and associations by fee income, staff,

US$527m the year before. If this trend

advisory. One notable change was

global revenue and service line, finds

continues another year, the gap will be

KPMG’s advisory arm overtaking its

that the Big Four have pulled further

over US$1bn next year, meaning the

audit business in revenue. EY and PwC

away from the mid-tier in terms of

gap will have doubled in four years.

are still weighted in audit and assurance.

revenue, with the gap between KPMG

Despite the struggles, the picture for

rise of advisory services, due in part to

the sector remains broadly positive.

Further down the tables, the gap

digital development and the growing

The majority of networks and alliances

between PKF in 15th and UHY in 16th

need for crossborder advice, although

reported global growth.

and BDO reaching nearly US$2bn.

26

The survey also shows the continuing
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The Kazakh capital Nur-Sultan (known as Astana until
March), where a new stock exchange is the main platform
for privatisation of state-owned assets.

Open sesame
In a region starved of capital markets, Kazakhstan is creating a fully functioning finance
hub for the whole of Central Asia – with a skills and regulatory infrastructure to match

A

capital market in Central Asia, Kazakhstan seems to

Talent triple

have set itself an eminently achievable goal given it

ACCA is supporting capacity building in Kazakhstan through

already accounts for 60% of the region’s GDP. The objective

a series of partnership agreements. One, between ACCA

is also being underpinned by the establishment of a stock

Kazakhstan and AIFC, has the goal of training at least 2,000

exchange, Astana International Exchange (AIX) (currently

ACCA members in the country as the next generation of

retaining its name despite the city being renamed Nur-Sultan

finance professionals. A second agreement, with the Ministry of

in March), and support facilities at the Astana International

Finance’s Finance Academy, will see ACCA share its expertise

Financial Centre (AIFC), a finance hub in the Kazakh capital.

in developing Kazakhstan’s financial talent. And in a third

iming to be home to the largest and most innovative

Tim Bennett became chief executive of AIX a year ago, after
six years as CEO of the Wellington-based New Zealand stock

agreement, ACCA has partnered with the Chamber of Auditors
Kazakhstan to train and support the audit profession.

exchange. Progress in establishing the AIX has been rapid since.
‘We are operational, both for trading and post-trade,’ Bennett
explains. ‘We started building the exchange in January last

28

Kazakhstan occupies a strategically important geographic

year and listed our first equity issuer in November – that was

position, connecting Russia and China. Its government and the

Kazatomprom [the state-owned biggest uranium production

AIFC are keen to exploit that advantage, and the ownership

company in the world]. We have a full regulatory infrastructure in

structure of the AIX (which was set up by the AIFC) reflects

place and an ecosystem of 13 Kazakh and three foreign brokers.

this desire. Equity in AIX is shared between the Shanghai

So we are through the first phase of development.’

Stock Exchange; the China-Kazakh Production Capacity
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Cooperation Fund, part of the Belt and Road initiative, which
is investing around US$2bn in projects in Kazakhstan; Nasdaq,
the provider of the AIX trading engine; and Goldman Sachs,
which is helping develop the listing pipeline through the
privatisation programme and to build an effective capital
market in the country.
‘There is no functioning capital market in Central Asia,’
explains Bennett. That, though, is beginning to change,
following the success of the initial public offering (IPO) of
Kazatomprom, which listed in London as well as on the
AIX. It’s just the beginning of the privatisation programme.
‘Kazakhstan’s sovereign wealth fund, Samruk-Kazyna, has a
stake in all the national companies, as well as a large number
of smaller businesses acquired as a result of the financial crisis,’
Bennett continues. ‘It has publicly identified nine companies
that will be IPO’d over the next three years: Kazatomprom was
the first; the next three will be stakes in Kazakhtelecom, Air
Astana and KazMunaiGas – the largest company in Kazakhstan.’
Russian investment is expected, particularly in the mining
sector, and some smaller Russian businesses could also list.
Islamic finance is potentially important too. ‘There is a growing
sector of investors looking for sharia-compliant finance, and this
is a country where most of the population are Muslims,’ says
Bennett. ‘There has been no focus until now on this in Central
Asia, and we know a lot of potential investors will be attracted –
and only attracted – by this.’

Professionalisation
Kazakhstan recognised it had to make itself more attractive to
global investors by strengthening its regulatory structure and
professionalising its economy. Flotation proceeds will fund
investment in the economy, especially in education and skills.
Yernur Rysmagambetov is chief of the AIFC Bureau for CPD,

Next in the IPO queue (top to bottom): national telecoms
provider Kazakhtelecom, energy company KazMunaiGas
and national carrier Air Astana, all state-owned.

set up three years ago. ‘The bureau will raise professional
standards, with the objective of creating a pool of 5,000 local

and university business schools around the world to create the

professionals, with internationally recognised qualifications,’

Astana International Campus. ACCA was our first partner and

he says. ‘Our models are Luxembourg, Singapore and the UK.

the largest certificate provider. Its membership is very valuable

‘We have a partnership with ACCA and others, initially

and we are working with ACCA to increase the number of

to create a local training centre and then to grow. This is

members and raise the standard of our own staff. We want to

not just for educational purposes: we also want to get people

be the regional hub for professional standards – a centre of

into work. We have trained a thousand local professionals so

excellence, supporting Nur-Sultan as a financial services centre.’

far. As of today we have more than 140 companies registered

Bennett believes Kazakhstan is on the cusp of change. ‘This

on our scheme – in two years we expect that to reach 500

region has tremendous investment opportunities – it is one

companies, employing 5,000 people, operating in Nur-Sultan

of the last untapped investment opportunities in the world,’

first and then Almaty.’

he says. ‘At the AIFC we have an infrastructure for outside

Rysmagambetov adds that many professionals, including
judges and trainers, have been recruited from the UK. ‘For the

investors to invest in the region. It’s going to be an exciting
couple of years ahead.’

AB

future we are now launching our new initiative, with new offices
and new infrastructure. We are in discussion with institutions

Paul Gosling, journalist
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Let there be light
The European Union must add data analytics and forensics to the basics to penetrate
the murky world of financial crime within EU institutions and drive out fraud

T

he cost of fraud to EU spending programmes and

that should be further explored by Olaf’s anti-fraud experts.

revenue collection is eye-wateringly high. Between

‘Forensic services can help screen information and accounts,

2002 and 2017, it amounted to more than €9bn

and identify anomalies not flagged during regular audits,’ he

(US$10bn), according to a report by the Organized Crime

says. They can provide ‘more in-depth analyses of key areas

and Corruption Reporting Project (OCCRP), published in

that may go undetected but actually present a significant

January. And new European Commission statistical analysis

fraud risk’, including, for example, instances of management

on financial crime shows, for example, that fraud cases

override and reclassification of accounts.

involving €10,000 (US$11,200) or more in lost import duties

Hoskens adds that forensic data analytics could help

deprived EU coffers of €76m (US$85m) during 2017, while

international organisations detect anomalies in procurement

spending programmes lost a total of €59.8m (US$67m) to

processes, flagging, for example, the systematic award of

fraud in the same year.

funds to a particular competitor.

High levels of reported fraud are nothing new, as a damning
recent report from the EU’s financial watchdog, the European

Tech role

Court of Auditors (ECA), points out. The report, Fighting

New technology has a growing part to play in support of

fraud in EU spending: action needed, proposes reforms to EU

forensics. ‘In these days of big data, Olaf should be making

anti-fraud policy and the European Anti-Fraud Office (Olaf),

use of the EU’s computerised systems as the first line of

including the development of statistical fraud risk indicators

defence in the fight against fraud,’ says Adam Stronach,

for systematically assessing the EU’s books and identifying

head of forensic accounting at Harwood Hutton UK and

transactions that may have been impacted by fraud, and which

current chairman of the Network of Independent Forensic

could be the subject of investigation (see also box opposite).

Accountants. ‘Migration to financial systems with machine

Rudy Hoskens, partner at PwC Belgium, is sympathetic to

30

learning capabilities backed up with artificial intelligence is a

these ideas and believes forensic accountants could be of

must,’ he says. ‘Olaf could then deploy forensic data mining

value in performing a first assessment of allegations of fraud

techniques to look for patterns in the EU’s financial systems

sent to Olaf. They could filter out the ‘more material cases’

that are indicative of fraud or control weaknesses.’
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That said, the EU needs to get the fraud fight basics right

the primary enforcement of anti-fraud legislation in the EU is

first. Stronach emphasises that the bloc’s financial controllers

undertaken by member states, which may turn a blind eye to

need to be better at detecting the behavioural ‘red flags’ that

local financial malfeasance as a mechanism for capturing a

are shown by 85% of fraudsters, according to the 2018 Report

bigger national slice of the EU funding pie. Stronach believes

to the Nations on Occupational Fraud and Abuse from the

that more harmonisation of EU fraud rules is essential. ‘There

Association of Certified Fraud Examiners (ACFE). The basics

can be no room for local interpretation,’ he says. ‘The tone

include the application of physical, arithmetic and accounting

must be set at the top of EU institutions.’

controls and the better segregation and defining of anti-fraud
tasks such as supervision. ‘When one control or combination of

Designed to bolster the anti-fraud defences is the new
European Public Prosecutor’s Office (Eppo), which will be

controls isn’t applied properly or just

endowed with powers to prosecute

doesn’t exist, problems can arise,’

financial crime in 22 EU member

Stronach says.

states from 2021. Stronach is

ACFE member Hugh PenriWilliams agrees that forensic
accountants must be involved in
such preventive work, and adds that
they should have access to ‘big data,
artificial intelligence and machine
learning’. At present, he says, they
are too often called in only at the
investigation stage – ‘after the horse
has bolted’, so to speak.
‘Fraud is best fought on the front

sceptical about Eppo, because not
all EU member states will come

‘Migration to
financial systems
with machine
learning capabilities
backed up with
artificial intelligence
is a must’

within its remit – it will not be able
to launch prosecutions in Denmark,
Hungary, Ireland, Poland, Sweden
or the UK (whether or not it remains
in the EU). ‘These are the countries
I would therefore concentrate on if I
were a fraudster,’ Penri-Williams says.
Olaf director-general Ville Itälä,
however, believes Eppo is a step
forward, because it has the power
to prosecute criminals directly –

ECA report conclusions in a nutshell

something his organisation cannot do, being permitted only

*

The European Commission lacks comprehensive and

to investigate and refer cases to member states’ national law

comparable data on EU fraud, and should set up a robust

enforcement agencies.

fraud reporting and measurement system.

However, Olaf will be able to supply evidence to Eppo.

*

The current system of investigating EU institution fraud

It already collects digital data, mainly forensically acquired

takes too much time, making prosecutions less likely.

copies of hard drives, workstations and servers. ‘Good

*

The European Public Prosecutor’s Office should be

cooperation between Olaf and Eppo should lead to a larger

allowed to allocate resources to proactively investigate

number of successful convictions and a better recovery of

fraud rather than just respond to tips.

defrauded funds,’ Itälä predicts.

*

Olaf should be given a strategic and oversight role in
developing EU anti-fraud action and policy.

He is keen that accountants should share information with
his office if they suspect fraud with EU funds, which they
can do anonymously. This could prove especially helpful in
monitoring complex EU international public procurement

line,’ he explains – within the organisation itself. With the

exercises, boosting prevention and early detection of potential

initial detection of most occupational fraud coming from

fraud and irregularities.

tip-offs (40%, according to the ACFE report), a reward scheme

Itälä would also like member states to give Olaf more power.

for whistleblowers alerting the authorities to public sector

In some countries its investigations are impeded or delayed by

contract fraud could be worthwhile.

what he calls ‘burdensome national legislations’. It would help,

And the EU needs all the help it can get. Penri-Williams

he says, if information access rules were harmonised to allow

dubs it ‘a juicy target for fraudsters – like any multinational,

Olaf to enter premises and seize documents without the owner’s

multilayered, distributed responsibility organisation’.

consent, for instance. An effective EU anti-fraud regime clearly

Its cultural diversity is its biggest weakness when it comes to

has some substantial barriers still to overcome.

AB

financial controls, according to Stronach, with political disputes
and divided loyalties undermining financial rigour. Notably,

Liz Newmark, journalist in Brussels
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Financial firefighter
All too often scapegoated for national fiscal failures, the International Monetary Fund
remains determined to get troubled economies back on the road to recovery

W

hen times get tough and nobody else is willing

thirds. While EU institutions bear much of the responsibility

to lend money, governments can turn to the

for pushing for draconian Greek spending cuts, the IMF

International Monetary Fund. The IMF has

shared in the blame.

played a prominent role in helping governments cope when

‘The IMF is constantly reflecting on how it can best

other forms of credit dry up – from the Asian financial crisis in

help countries get back on their feet after a setback,’

the late 1990s to the financial meltdown of 2008. As a result,

says the fund’s official historian James Boughton, author

the size and composition of the IMF’s loan book can provide

of Silent Revolution: The International Monetary Fund

a gauge of strains in the global economy and financial

1979–1989. ’It faces a difficult task in ensuring that

system. So it is a somewhat ominous sign that demand for

governments put their finances in order, without

IMF assistance has once again been on the rise. The fund

undermining the economy. It also aims to encourage

recently agreed to lend Argentina US$57bn, the largest

governments to adopt beneficial economic policies, so

loan in its history; talks are ongoing with Pakistan about a

they can attract other sources of finance.’
So can the IMF strike the

US$12bn package; and the IMF has

right balance in future loans?

also recently extended credit to
Ukraine, Angola and Ecuador.
But while the IMF can be seen
as a crucial financial firefighter, it
is far more controversial than the
emergency service that it most
closely resembles. This is largely
because the IMF’s financial help
comes with strings attached. On
many occasions it has been charged
with forcing governments to cut
spending too radically, exacerbating
recessions and boosting

‘The fund has
become keen to
ensure that the
main burden for
cutting government
borrowing doesn’t
fall entirely on the
most disadvantaged
parts of society’

Matthew Oxenford, a research
associate at Chatham House,
believes there are grounds for
optimism. ‘The IMF appears to
have learnt some of the right
lessons from the flaws in the
Greek rescue process,’ he argues.
‘In 2015, for example, it began to
advocate for more lenient debt
restructuring terms, pushing back
against the more severe line taken
by EU institutions.’

unemployment. Critics also accuse
it of imposing so-called ‘neo-liberal’
economic policies, such as privatisation, trade liberalisation,
rapid debt reduction, free capital movements and floating

Current IMF loans/credits
Country

Size (US$*)

Date agreed

Argentina

56,592,460,000

June 2018

Egypt

11,949,232,000

November 2016

Damage done

Ecuador

4,218,650,000

March 2019

A recent case in point was the IMF’s role, along with the EU,

Ukraine

3,892,000,000

December 2018

Angola

3,715,470,000

December 2018

Tunisia

2,843,419,000

May 2016

Jamaica

1,661,467,000

November 2016

exchange rates, which in some cases end up doing more
harm than good.

in providing financial assistance to Greece after its 2010 debt
crisis. The strict terms of the rescue loans, which totalled
€300bn (US$346bn), appear to have deepened Greece’s
economic downturn. Indeed, during the period of IMF
involvement, the nation endured the longest recession of any
advanced capitalist economy. GPD is still roughly a quarter

*converted from Special Drawing Rights (SDR)

smaller than it was in 2007 and investment is down by two-
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Meanwhile, the fund cannot be entirely blamed for
negative outcomes, he argues, since it is only called to assist
when economies are already under intense pressure. As

Rwanda’s president Paul Kagame, U2 singer Bono and
IMF managing director Christine Lagarde during the
World Economic Forum annual meeting in January.

Oxenford observes: ‘It is very hard to disentangle whether
IMF-led policies have been harmful, or if borrowing countries
were in such dire straits in the first place that it was difficult to
help them,’ he says.
Even on occasions when its advice later turned out to
be imperfect, the IMF’s programmes represent a sincere
effort to help nations get back on track. ‘Just as nutritionists
have changed their minds on the best diet, economist
have changed their thoughts on the optimal policies
for a healthy economy,’ says Claudio Loser, a former
director of the IMF’s Western Hemisphere Department.
’The IMF is composed largely of economists, so it should

Spotlight on Africa

not be surprising that they reflect the best advice of the

The IMF’s biggest loans have typically been to nations

profession at the time. As the evidence has changed, so

in Europe and Latin America, but its role is no less

has IMF advice.’

consequential in Africa. The median debt level in subSaharan Africa has climbed back over 50%, up from a low

Soul-searching

of just 30% of GDP in 2012. This has put a strain on public

To its credit, the fund has been willing to do some of its soul-

finances, especially since investors typically demand high

searching in public. In 2016 it published an article that cast

rates of interest from African governments. As a result, a

doubt on some of its long-cherished assumptions. The paper,

growing number of African nations have turned to the IMF.

Redistribution, Inequality, and Growth, acknowledged that
excessive fiscal austerity can ‘generate substantial welfare

However, criticisms of the IMF’s role in Africa have a

costs’, worsening unemployment and inequality. Indebted

familiar ring – notably that it has occasionally imposed

nations, the report concluded, needed to avoid reducing

suffocating fiscal austerity along with neo-liberal policies

debt so fast as to ‘derail’ economic recovery. And cutting

that have not always been appropriate for developing

government spending in ways that exacerbate inequality, the

nations. And criticisms have not just come from charities or

economists argued, can ‘significantly lower both the level and

pressure groups. Research by rating agency Fitch studied

durability of growth’.

the experiences of 22 African nations that borrowed

These changes in philosophy have started to filter through

from the IMF between 2002 and 2017 and found ‘only a

into the IMF’s loan agreements. The fund’s recent loan to

small improvement in some of the major determinants of

Argentina, for example, included ‘steps to protect society’s

creditworthiness’.

most vulnerable by maintaining social spending’, says Loser.

But the IMF appears determined to play a positive role in

‘The fund has become keen to ensure that the main burden

the region. MD Christine Lagarde has recently pointed out

for cutting government borrowing doesn’t fall entirely on the

that, in addition to providing loans, the IMF can offer African

most disadvantaged parts of society.’

nations technical advice in creating ‘stronger and more

‘The IMF contains a lot of highly qualified economists
who are committed to helping countries get on a path

reliable sources of revenue’, improving public infrastructure,
and developing healthy banking systems.

to recovery,’ says Gonzalo Huertas, a research analyst

The fund’s historian James Boughton believes the IMF

at the Peterson Institute in Washington. ‘It isn’t always

is paying attention to Africa more than ever before. ‘In the

easy to be popular as a creditor.’ But the IMF’s recent

past, the IMF often failed to give Africa its full attention,’

pronouncements suggest that it has become more

he says. ‘More recently, it has begun to focus on the

flexible, collaborative and sensitive to the impact of

opportunities that are arising in Africa. These countries,

economic policies on the most vulnerable in societies

many of which are currently under-developed, have the

around the world.

potential to become the emerging markets of tomorrow. As

AB

such, they are crucial to the world economy and the IMF.’
Dijana Suljovic, journalist
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Space pioneers
The shift to shared office space continues to grow, with technology the key enabler in
creating co-working communities of entrepreneurs, freelancers and startups

Across the ages

All mod cons

Use of co-working spaces varies widely between generations.

Co-working offers flexibility to fast-growing startups,
but that is not the only reason why participants enjoy

28%

these collaborative set-ups.

18–29

1

Social and enjoyable atmosphere

37%

2

Interaction with others

3

Community

4

Close distance to home

5

Like-minded people

6

Good transport connections nearby

7

Good value for money

8

Basic office infrastructure

9

Knowledge-sharing

10

Big open workspace

30–39

23%
40–49

9%
50–59

3%
60+

10%

20%

30%

40%

50%

60%

More information
Data for Rise of the Co-Workers was compiled by
Raconteur at bit.ly/co-worker-rise.

No stopping them
The global co-working industry is expected to expand

Well appointed

to 30,432 spaces and 5.1 million members by 2022 – a

Connectivity, security and print facilities rank top in the

12% compound annual growth rate over five years.

users’ decision to select a particular co-working space.
1 Wireless connectivity

37%

Yes, we plan to
open at least one
more co-working
location

2 Wireless security
3 Printing compatibility

33%

4 VPN compatibility

No plans to expand

5 Printing security

27%

7 Monitor/screen capabilities

Yes, with more
desks and space in
our current location

8 Video conferencing

8%

6 Audio conferencing

Yes, we plan to
move to another,
larger location

9 On-site tech support
10 Monitor/screen options
10%

20%

30%

40% 50%

60% 70% 80%

90% 100%

7%

Other
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Science reality
Once a concept firmly located in the realm of science fiction, artificial intelligence is
now a reality – and that could be good news for professional accountants

O

nce upon a time, artificial intelligence (AI) was
all science fiction and no fact. Now, AI-enabled

AI explainer

products and services are proliferating, and AI’s

Some of the AI concepts that give the technology its potential:

capacity to significantly change how we live and work is
becoming ever more apparent.

*

Public perception changes with familiarity, but predictions
about AI’s pros and cons span a bafflingly broad range. At one
end of the spectrum is tech entrepreneur Elon Musk. ‘Mark
my words, AI is more dangerous than nukes,’ is just one of his
dire warnings about all-singing, all-dancing ‘general AI’ rather

AI: computer systems that can perform tasks normally
requiring human intelligence, such as decision-making,
language translation and speech recognition.

*
*

Algorithm: a set of rules or a sequence of instructions that
are followed to complete a task.
Machine learning: an application of AI that looks for patterns
in historic data to predict similar patterns in new data and

than the functional, narrow AI used in his Tesla cars (and other

uses this to improve its performance. Examples include

current AI applications).

Pinterest (content discovery) and Twitter (curated timelines).

At the other end of the spectrum is Steve Wozniak, cofounder of Apple. He used to share Musk’s forebodings, but

*

last year declared: ‘AI doesn’t scare me at all.’ Why? Because
a two-year-old needs only see a dog once to be able always to
recognise one, whereas a computer has to see a dog over and
over again to achieve that level of recognition.
Wendy Hall, computer science professor at the University
of Southampton and an expert on AI, has a more balanced

Deep learning: the use of artificial neural networks to learn
from large amounts of data. Examples include PayPal
(monitoring of transactions to identify suspicious activity).

*

Natural language processing: the facilitation of humancomputer interaction through recognition of and response
to nuances in human language. Examples include Baidu
(search engine), IBM Watson and Amazon Alexa.

Learn more at accaglobal.com/digital.

perspective. ‘There will be lots of positive benefits, but we
need to get a grip of the downsides,’ she says, because
change is happening very fast. AI technologies such as

the past, and our processing and computing capabilities are

natural language processing, machine learning and machine

also expanding like never before,’ he says. ‘Tools like machine

processing are already improving processes, enhancing

learning are poised for significant take-up because we have

interactions, solving problems, performing functions and

raw material and the ability to process it.’

making decisions that used to be the preserve of humans.
Expect ‘escalation and acceleration’, says Hall.

Access to that raw material can be uneven. AI pioneers
such as Amazon and Google have always valued the vast
amounts of data willingly ceded to them, and have spent years

Mother lode

preparing for the transition to macro-level applications of AI.

Only time will tell what AI is capable of. Meanwhile all kinds of

‘The last 10 years have been about building a world that is

organisations across all business sectors are jumping on the

mobile-first, turning our phones into remote controls for our

bandwagon, implementing solutions that AI makes possible

lives. But in the next 10 years, we will shift to a world that is AI-

today and exploring what it could make possible tomorrow.

first,’ wrote Google CEO Sundar Pichai in a 2017 blog.

The really big AI successes, however, may be concentrated

universally available – at home, at work, in the car, or on the

as Alibaba, Amazon, Google and WeChat, because they have

go – and interacting with all of these surfaces becomes much

a head start and vast amounts of data.

more natural and intuitive, and above all, more intelligent’.

‘Data is the key raw material that feeds machine-learning

36

Pichai predicts a world where ‘computing becomes

among the biggest online service and storage companies such

This shift appears to be well under way. There are chatbot

algorithms,’ says Narayanan Vaidyanathan, head of technology

educators, and legal and finance professionals are interacting

insight at ACCA. Massive growth in data volumes is one of the

with AI applications in areas as diverse as audit, financial

keys to AI advances. ‘We are producing lots more data than in

services delivery and close processes, and fraud detection.
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A new ACCA report, Machine learning: more science than

and can communicate the resulting picture of value creation

fiction, examines early-stage AI applications, shares current

and direction for the company. Algorithms do lots of clever

thinking on the use of machine learning, considers the ethical

computation but you need business knowledge to ask the right

implications for the professional accountant, and explores how

questions and interpret the answers. ‘Professional accountants

AI will influence future skills for professional accountants. The

can add value in terms of bringing their professional scepticism

report also considers emerging issues such as how machine-

and ability to interrogate, and having oversight of what the

learning algorithms make judgments, the avoidance of bias

algorithm is doing,’ says Vaidyanathan.

in data sets and algorithms, algorithmic accountability, and
ensuring data provenance and veracity.
‘Data can only be used to create insight if it is clean and has

Who’s liable?
The spread of machine-learning algorithms raises a host of

been validated and properly managed,’ says Vaidyanathan.

thorny questions on accountability. Professor Karen Yeung at

This presents an opportunity for the profession. In many

Birmingham Law School in the UK says there are questions to

organisations, senior finance people manage governance,

be asked about the distribution of authority, responsibility and

structure and processes; as the amount and value of data

liability, and who should be held accountable. AI’s utilisation

increases, so will the involvement of finance professionals.

of data is creating new data protection issues. However,
meaningful ethical regulation of AI systems will be difficult

The vital go-between

to mechanise, not least because AI components and data

The growing ubiquity of data may drive growth in the

from multiple jurisdictions are being built into products and

profession. Accountants have access to data from across the

services. ‘Grappling with these questions is the Wild West;

business, work with operational data and are increasingly

nobody really knows what data ethics is,’ Yeung says.

involved in processes that reflect the changing nature of

Given that the abilities of AI are growing in proportion

strategic and corporate reporting. In the brave new world of

with data volumes, the world’s non-stop data growth seems

data-enabled AI, the profession brings some very valuable

likely to bring more problems. At some stage there may be

skills to the table. ‘If you want to get insights from the data

an argument for breaking up tech giants or curbing their

that add value, you need to understand where you are going

emerging monopoly on data. If we want to enjoy the benefits

as a business and to link what you are doing with the data with

of AI we need to deal with some of the burdens – fast.

where you are trying to go as a business,’ says Vaidyanathan.

Because as Hall observes: ‘The genie is out of the bottle.’

AB

Professional accountants understand how an organisation’s
strategy, financial and non-financial information interact,

Lesley Meall, journalist
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Trouble’s brewing
The cyber threat landscape is changing fast, with CFOs finding that
they are now having to run to keep up

A

pp attacks, cryptojacking, ping of death (the

business issue,’ says Magarey. The research, Cyber and the

sending of a malicious ping to a computer), zero-day

CFO, a joint report with the Optus Macquarie University Cyber

vulnerabilities – the A-Z of cybersecurity threats

Security Hub and Singtel Optus, indicated that cyber threats

is constantly growing. New menaces emerge almost daily,

did not register prominently, except perhaps where privacy

the number of attacks is increasing, and no individual or

was more front of mind as a result of recent legislation.

organisation is invulnerable. ‘It is no longer a case of if
you will be attacked, but when,’ says Geraldine Magarey,

You are not alone

thought leadership and research leader at CA ANZ. A perfect

The responsibility for managing and mitigating cyber risk does

cyber storm is brewing, and CFOs need to understand and

not rest solely on the shoulders of CFOs. ‘It is the collective

mitigate the associated risks.

responsibility of the C-suite,’ says Clive Webb, senior insights

There are signs, however, that many CFOs and their finance

38

manager at ACCA. However, CFOs are becoming more

teams regard cybersecurity as somebody else’s problem – the

involved in operational crisis planning as business operating

IT department is typically the one in the frame. Recent global

models evolve. ‘As more businesses are cloud-enabled and

research among more than 1,500 members of ACCA and

more technology resources are third-party hosted, technology

CA ANZ found low levels of cyber risk awareness. ‘CFOs often

starts looking less like an operational domain in its own right

regard cyber risk as a technology issue, not a governance or

and more like a strategic operational issue,’ says Webb. Failing
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to respond to this trend can have dire operational and financial
consequences for organisations.

This means war

Trying to recover after an adverse cyber incident such as a

Wargaming by corporates is on the rise. The simulation of

data breach or ransomware attack can be complex and time-

moves and counter-moves in real-time settings can be an

consuming. Money spent trying to remediate damage – to

effective way to test organisational reflexes, find gaps in plans,

data, systems, relationships with customers and suppliers, and

and develop collaborative judgment capabilities.

the reputation of the business – can quickly mount up. Then

‘Cyber war games are an important way to raise awareness

you need to factor in opportunity cost and loss of revenue

of the latest cyber risks and attack types, as well as cyber risk

due to downtime. ‘Cybersecurity is a business issue, not a

management and adaptive response capabilities,’ says Daniel

technology issue. CFOs need to understand and act on this,’

Soo, Deloitte risk and financial advisory principal. ‘The most

says Webb, because the damage a cyber attack can cause is

impactful war games are those that use live knowledge of

determined by how ill-prepared an organisation is.

an organisation’s current threat environment to support the
decision-making process.’

Plan to survive

Industry bodies are also testing and practising their

Basic cybersecurity controls can protect against the most

collective response and information sharing procedures.

common cyber attacks, according to British government

Examples include Cyber RX in the healthcare industry, and

organisation the National Cyber Security Centre (NCSC). Like

Quantum Dawn, a biennial exercise that most recently

public and private sector specialists in other countries, the

involved more than 50 financial institutions, utility and

NCSC has made some simple guidance freely available (go to

infrastructure providers, plus various government agencies.

bit.ly/NCSC-Guidance). Cyber risk and liability insurance may

Management consulting firm McKinsey suggests wargaming

give you a sense of security, but implementing and regularly

can help CFOs to strengthen their strategic decision-making

testing basic cyber monitoring procedures and controls will

by simulating various scenarios in which executive teams make

make your organisation more resilient to the most common

big and consequential decisions under pressure. A podcast on

threats and make recovery from adverse cyber incidents easier

the subject is available at bit.ly/McKinsey-WarGames.

to manage when they do occur – as
they inevitably will.
All organisations should assume

small businesses as a soft target for

that they will be attacked, even

penetration and extortion, and an

small and medium-sized enterprises

easy-to-access conduit into supply

(SMEs). ‘SMEs think they are not
a target because cyber attackers
will go after somebody bigger,
but this is not true,’ says Magarey.
Adverse cyber incidents afflicting
the biggest businesses and brands
may grab headlines, but such victims
are merely the tip of an iceberg.
Beneath the waterline, many smaller

chains; hence the appeal of sector

‘SMEs think they are
not a target because
cyber attackers will
go after somebody
bigger, but this is
not true’

and multi-industry cyber wargaming
(see panel).
The spread of internet connectivity
among objects, organisations and
people – the internet of things – is
turning us all into links in a chain,
and the associated cyber risks are
unlikely to diminish any time soon.

organisations are also being attacked

As technology advances, so do the

by cyber criminals. According to
Verizon’s 2018 data breach investigations report, 58% of cyber
attack victims were businesses with fewer than 250 employees.

weapons that cybercriminals can
deploy, along with the sophistication of their methods.
‘As a CFO, you need to appreciate how fast the nature of

No organisation can be 100% secure; but a lack of cyber risk

cyber risks and the types of attack you may face are changing,’

awareness leaves small businesses less well prepared for cyber

says Webb. This, though, does not mean you need to become

attacks than larger organisations and less able to deal with the

an expert on app attacks, cryptojacking or ping-of-death

consequences. Research by the US National Cyber Security

attacks. Webb says: ‘As a CFO, you should know what you

Alliance found that 60% of small businesses go bankrupt within

don’t know and who to ask when you do need to know.’

AB

six months of falling prey to a cyber attack. Unfortunately,
SMEs are increasingly popular with cyber criminals, who see

Lesley Meall, journalist
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Who shares wins
Information sharing is key to tackling money laundering and corruption, as the
audience at ACCA’s 2019 international public sector conference heard

people may have no personal experience of money

S

governments. Understandably, efforts vary between nations.

laundering, corruption or other financial crimes, but

Max Heywood, TI’s global advocacy coordinator, said: ‘Very

fraud, scams and bribery can be found, often at alarmingly

few countries are meeting global standards, and there are

high levels, in every country on the planet.

gaps in the scope of anti-money laundering legislation.’

erious and organised crime is big business. Many

The World Economic Forum puts the global cost of

Tackling the problem is a significant challenge for

An ongoing TI research project, involving 70 countries and

corruption at US$2.6 trillion, or 5% of global GDP, while the

a range of stakeholders, is shedding light on the challenge,

World Bank estimates that more than US$1 trillion is paid out

and examining how anti-money laundering frameworks are

in bribes by businesses and individuals every year. And the

meeting their objectives. According to Heywood, lack of

UK’s National Crime Agency reports that financial crime affects

communication in response to suspicious activity reports

more citizens more often than any other national security

(SARs) emerges consistently as an issue in a range of

threat, and leads to more deaths than all other national

jurisdictions. He said project participants report filing SARs

security threats combined.

but getting no feedback from the authorities, leaving them
wondering whether the SAR system

Conflict and terrorism fuel illicit

does much good.

business activities, including human

Conference delegates presented

trafficking and drug trafficking,
which drive money laundering. And

various solutions, from the global

moving fraudulent gains around the

to the personal, but all echoed

world anonymously has become

the need for greater, and better,

much easier thanks to the internet.

communication. From a global

Public sector accountants are in
the front line of the battle against
serious organised crime, corruption
and money laundering. The issue
came under the spotlight at ACCA’s
ninth international public sector
conference, held in the Czech capital

‘Corruption cannot
be fought by any one
sector or institution
alone. It has to be a
collective effort’

Prague at the start of March (see
also the ‘Public gathering’ article in
this edition’s ACCA section). Yet public sector accountancy

perspective, Heywood urged careful
consideration of the United Nations
Sustainability Development Goals,
especially SDG 16, which relates to
establishing good governance and
strong institutions. ‘If this goal is not
tackled – and if the public sector
does not have the funds for it – it will
undermine all of the others,’ he said.

Scaling up solutions and sharing them internationally is also

professionals note that many in their field do not see tackling

important. ‘When you think of the thousands of accountants

financial crime as part of their remit.

and professionals spread around the world, it’s a question
of how to expand those initiatives to the whole population,’

United front

Heywood said, adding that better coordination between

A key reason why financial crime flourishes is a lack of effective

agencies is vital. ‘There has to be an effort to aggregate and

communication. At the conference, speakers and practitioners

synchronise those efforts.’

argued that a more joined up, proactive approach is required,

and enforcement unit of Companies House, the UK company

in concert. Peter Eigen, founder of non-governmental

registration body, said: ‘If countries aren’t speaking to each

organisation Transparency International (TI), said: ‘Corruption

other, it gives criminals a whole range of things they can do.’

cannot be fought by any one sector or institution alone. It has
to be a collective effort.’

40

Claire Jenkins FCCA, forensic accountant at the integrity

with authorities, organisations and individuals working

She argued that even at the national level, communication
between public bodies should be closer. ‘For too long, public
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sector accountants have worked within their own departments

Views from the top

and no further,’ she said. ‘This has given a green light to

In a panel discussion at the conference, auditor generals

fraudsters to exploit this lack of communication, because

from Jamaica, Nigeria, Pakistan and Tanzania discussed

they know that departments aren’t speaking to each other.

the challenges of creating and maintaining institutional

I cannot stress enough the importance of speaking to other

independence as part of promoting sustainability.

government departments.’

Against a global backdrop of declining trust in government,

Jenkins described a pilot project to share data between

Mussa Juma Assad, auditor general in Tanzania, stressed that

Companies House and the UK tax collection agency. ‘I knew

independence must apply both to auditor generals and their

that the lack of data sharing between us was holding us back.

departments. He acknowledged that ‘in newer democracies

If we know that we can’t share data, the fraudsters know it too.

that can be a bit of a challenge. We have very strong

It’s vital to bring those strands together.’

personalities and weak institutions. When you have a strong

Maame Yaa Tiwaa Addo-Danquah FCCA, deputy

personality in charge, they may not be interested in building

commissioner in the Ghana Police Service, pointed out that

strong institutions because they want to be seen to be powerful.

professional accountants have a ready-made conduit for

It is a cycle that needs to be broken.’ Likewise, how to attract

communication through their professional body. ‘Wherever we

and retain competent staff is an ongoing dilemma, he said.

are, we have a society of accountants to call on,’ she said. ‘If I
require information from an organisation, I know I have a point

Anthony Mkpe Ayine, Nigeria’s auditor general, noted the
need for political leadership and ‘the right resources’.

of contact. Bringing accountants together, sharing information

Pamela Monroe Ellis, auditor general of Jamaica, stressed

and building the right kind of relationships goes a long way to

the role of technology in sustainability and high-quality audit

help in the fight against crime.’

in the public sector, observing that basic tools are still lacking

Jenkins urged practitioners to be proactive in fighting crime.
‘This issue is not going to go away,’ she warned.

AB

across the Caribbean. ‘It’s about how to bridge that gap,’ she
said. ‘It’s difficult to train someone in data analytics when they
do not have such technology to use on a daily basis.’

David Creighton, journalist in Prague
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Pressure points
The perception of stress and the ability to manage it vary from person to person, but
there are techniques for coping with whatever comes your way, says Dr Rob Yeung
Stress is not something that has to
happen to you. Two individuals can
go through the same situation – job
loss, long working hours, illness or

Coping strategies
See our video in which Dr Rob Yeung
offers advice on dealing with stress at
bit.ly/ACCA-playlist.

bereavement, for example – yet report
very different levels of stress.
In the late 1990s, the University of
Miami’s Charles Carver looked at the
effectiveness of particular behaviours

CPD

a plan but fail to follow through.
A third strategy involves getting
advice or assistance. Sometimes,

stress. For example, denial of issues

stressed individuals feel ashamed and

is not uncommon but tends to bring

withdraw from others, but research

further anguish. People who agreed with

suggests that seeking guidance from

statements such as ‘I’ve been saying

colleagues, friends and professional

to myself this isn’t real’ and ‘I’ve been

advisers may be more beneficial.

tended to report higher levels of distress.
Sometimes, people engage in

Coping with stress effectively requires
both problem-focused and emotionfocused strategies. For example,

behavioural disengagement, which

people coping with situations such as

is measured by agreement with

unexpected job loss or illness often find

statements such as ‘I’ve been giving

comfort in humour – making jokes about

up trying to deal with it.’ Another

the situation – while others turn to

ineffective strategy is self-blame: people

religion, spiritual beliefs or meditation.

wasting energy on criticising themselves

42

impulse, and it is also possible to make

and coping strategies at dealing with

refusing to believe it has happened’

Coping with
stress effectively
requires both
problem-focused
and emotionfocused strategies

but not the same: it is possible to act on

Self-distraction is another coping

for the situation or wishing they could

strategy – using TV, reading,

have done things differently. Self-blame

daydreaming or shopping, for instance.

is ineffective because it is clearly not

Taking the mind off difficulties in this

possible to change what has already

way may work when people have

happened. Likewise, substance abuse

invested properly in problem-focused

– alcohol, medication or illicit drugs – is

strategies such as taking action and

rarely helpful in the long run. It is better

making plans. In cases of overwork,

to deal with the root cause of the stress

for example, it can be unproductive

or to minimise the ensuing distress.

to put in yet more hours at the office,
and switching off by doing something

Tackling stress

different at least for a while may be a

In terms of dealing directly with the

better idea. In other situations, people

cause of a problem, three strategies

misuse self-distraction – going shopping

have been linked to reduced stress. One

or watching TV rather than tackling the

involves taking action to improve the

issues causing them stress.

situation. A second involves planning –

One of the most effective emotion-

taking time to think ahead about steps

focused strategies is positive reframing.

to take. These two strategies are related

People who agree with statements such
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as ‘I’ve been trying to see it in a different

Dr Rob’s talent clinic

light, to make it seem more positive’

Q

and ‘I’ve been looking for something
good in what is happening’ tend to
experience better psychological

offered a job, nor have I been invited

involves deliberately seeking

to any second-round interviews.

out the benefits of a situation

A

– for example, being fired is an

priorities in life.

What am I doing wrong?

You have been invited to interviews, so employers

opportunity to look for more
chance to re-evaluate values and

a new job and have had five

interviews. However, I have not been

well-being. Positive reframing

satisfying work, or illness is a

I have started applying for

clearly see you as having solid qualifications and

experience. When I coach job hunters to pass interviews, the
problems I spot are often to do with either the credibility or the chemistry
of the individual – and sometimes both.

University of Kent researchers Joachim

In terms of credibility, interviewers are massively inﬂuenced by how you come

Stoeber and Dirk Janssen found that

across. If you do not appear articulate and confident when answering questions, they

positive reframing was of particular

may doubt your credibility. So make sure you invest time in writing down examples of

use for people with perfectionist

situations where you demonstrated key skills. For example, if the job requires ‘leading

tendencies and unrealistic standards

teams’ and ‘managing change’, then be sure to have examples – compelling, real

for themselves. Seeking the positives in

stories to tell – of why, how and who you led in order to get results. Then rehearse

a situation takes mental effort but may

your examples out loud as if you were speaking to an interviewer. Writing them down

help to reduce levels of stress.

is of little use unless you can articulate them clearly under pressure.

Another effective emotion-focused

The other main issue is often to do with chemistry: your enthusiasm, likeability and
how much interviewers want to work with you as opposed to merely respecting your

This is about seeking comfort and

competence. Often, preparing and rehearsing interview answers allows candidates

understanding rather than advice.

to relax more so that they can demonstrate more of their humour, warmth and other

Colleagues and business acquaintances

human qualities in the interview itself.

may provide practical assistance when it

If you are not certain you are creating sufficient rapport, find a friend or mentor

comes to finding a new job or handling

with whom you can practise being interviewed. Focus in particular on using your

difficult circumstances at work, but

tone of voice, facial expressions and the speed at which you speak to convey

friends and loved ones may be better at

qualities such as passion, humility and an appropriate sense of humour.

listening and compassion.
Stress does not have to be passively

Tips for the top

endured. It can often be assuaged by a

If you are listening to a colleague and finding them boring or difficult to understand,

combination of tackling the problematic

did you know that you may be partly to blame? In a classic study, researchers led by

situation and using the right emotion-

the University of Victoria’s Janet Bavelas asked participants to narrate personal stories

focused coping strategies.

one-on-one to listeners they had never met before. Some listeners were instructed

AB

CPD

strategy is to seek emotional support.

to respond normally by nodding, using encouraging noises – mm-hms and okays –
Dr Rob Yeung is an organisational

and reacting with appropriate facial expressions; other listeners

psychologist at leadership consulting

were told to make far fewer responses. The subsequent

firm Talentspace: talentspace.co.uk.

analysis of video recordings of the conversations showed

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

that narrators who spoke to less responsive listeners
were rated as having told their stories significantly
less well. Poor listening disadvantages storytellers.
Psychologists call listening cues a back channel – a
stream of information directed at the narrator that
inﬂuences the narrator’s performance. If you are an
unresponsive listener, you put off speakers and make
them harder for you to understand.
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Shift + alt
With research concluding that work can change employees’ personality, it makes
sense to start exploiting this characteristic. Nicola Davies explains how
According to the latest figures from

psychology at the University of

static view of individual differences

the Organisation for Economic

Surrey in the UK. ‘The first examines

and characteristics because thriving

Co-operation and Development,

normative development, which is

emphasises growth and learning. I think

individuals spend an average of 1,744

the change in personality traits that

that when we hire someone because

hours a year at work (ranging from

accompany maturation.

they fit the job, we need to keep in

2,257 in Mexico to 1,419 in Norway).

‘The second has looked at how
individual experiences lead to

time in a single environment can impact

individually specific change. These

us in numerous ways, but can work

studies show, for example, that unique

transactional model of personality trait

impact our personalities – the very core

work experiences have a specific impact

development at work plots the multiple

of our being? Recent research suggests

on how traits develop.

workplace factors that can influence

that indeed it can.

‘The third looks at the role of

will change, and so will they.’
The demands-affordances

changes in personality. It has three

interventions, showing that non-clinical

fundamental facets:

unchanging characteristic, which is why

traits do change and develop because

many organisations use personality and

of clinical intervention.’

*

Personality is assumed to be an

demands – features of workplace
tasks (such as project timelines and

psychometric tests to predict how good

deliverables) or context feature,

a fit an applicant is to the position. The

(such as team culture)

notion that personality is static is backed
up by the existence of five personality
taxonomies that are believed to be
basic character dispositions that endure
through adulthood:

*

neuroticism – a tendency towards
negative emotions such as anxiety,
depression and self-doubt

‘When we hire
someone because
they fit the job, we
need to keep in
mind that the fit
is not static – the
job will change,
and so will they’

*

affordances – the personality traits
(such as organisational skills or the
ability to multitask) that individuals
use to manage workplace demands

*

the demand-affordance
transaction – the process by which
affordances are applied, adjusted
and developed to meet demands,

*

extraversion – outgoing and

*

openness to experience – curious

*

agreeableness – kind, cooperative
Changes to personality are generally a

transaction also impact demands and

*

conscientiousness – driven to do

response to changes in social roles, and

affordances. Woods explains: ‘People

tasks well.

work plays a very big part in people’s

who have high demands and low

social lives.

control, for example, tend to increase in

sociable

and considerate

usually motivated by the goal of
attaining positive outcomes in
the workplace (such as rewards or
job benefits).

and imaginative

However, research has indicated

The results of the demand-affordance

neuroticism over time.’

that personality is, in fact, a fluid and
dynamic construct, changing over the

Changing with the job

course of time as a result of a range of

When personality traits are viewed as

a job with a high level of responsibility

factors, one of which is work.

dynamic, they can be a powerful tool

but does not receive adequate support,

for continued development in the

then they may experience high levels of

of personality traits comes from three

workplace – and even thriving in the

anxiety, stress and distress. Motivational

lines of research,’ says Stephen Woods,

workplace. Woods says: ‘The concept

elements in the workplace, such as

professor in work and organisational

of thriving is incompatible with a

bonuses and promotions, influence

‘The evidence for the development

44

mind that the fit is not static – the job

We all know that spending so much

To illustrate this further, if a person has
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how individuals respond to demands

Make the most of your personality

and affordances, thereby impacting

*

personality as well.

Keep close those who bring out the best in you. Spend time with colleagues
who have a positive impact on your personality. If Jane brings out your
conscientiousness and Derek your neuroticism, spend more time with Jane.

Harnessing change
Humans are geared towards

*

for most personality changes. In this

yourself with people, quotes, pictures and items that make you feel good and
bring your agreeableness to the forefront.

psychological growth, and this need
for growth is primarily responsible

Divide and conquer. Diffuse positivity into your environment by surrounding

*

Learn from others. Look for the strengths in others and establish how you can
learn those skills or traits. Perhaps you admire Sarah’s openness to experiences.

respect, personality change at work

Which workplace tasks will bring out some of your curiosity, and how can you get

can be perceived as a developmental

more of these tasks?

mindset linked to resilience, low stress
and achievement.
Research indicates that even modest
personality change as a result of

*

Self-develop. Spend some time on introspection to explore any personality traits

*

Wholesome wellbeing. Focus on wellbeing outside of work – regular exercise,

workplace demands and contingencies
can have a profound, positive impact
on an individual’s career growth.

you wish to improve or build on.
nutritious eating and kindness towards others – as this will generate a positive
outlook that you can take to work with you.

*

Increase your autonomy. Find ways to demonstrate self-motivated actions, such
as suggesting an improvement to an existing work process.

Some research even shows that an
individual’s income may be reflected in
their job-personality: the better the fit

need for growth and self-development.

a day, five days a week; it becomes

of personality traits with those that are

It also gives us the opportunity to

instead somewhere we can thrive.

ideal for the job, the higher the income.

improve our person-work fit, so that

AB

It is good news that personality isn’t

work becomes more than just a place

Dr Nicola Davies is a health psychology

static. It complements our innate human

we have to spend eight hours or more

consultant, medical writer and counsellor.
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Power to the people
Management might need to take a new perspective on how their teams are formed
and motivated if they are to get the most from them, says Alison Young

How many times have you judged a

inside the team. Gathering information

outcomes. Disagreements about how to

team to be dysfunctional or simply

from key stakeholders and the wider

allocate resources or achieve outcomes

not performing to the standard that’s

environment to clarify the purpose – and

is often more about the tension between

required of it? A first step in trying to

therefore the team’s licence to operate

the different agendas rather than a

‘fix’ such a team is often to lift the lid

– will act like a magnet moving over

reflection of the individuals themselves.

and look inside to ask: what are the

iron filings lying randomly on a piece of

The clash comes because they are being

team dynamics? Where do different

paper. It will change their orientation

pulled in different directions by different

personalities or personal ‘styles’ clash?

to face a common direction and, when

external stakeholders, or because they

What are the unhelpful behaviours?

that direction is clear, there will be a

have different perceptions about how

While action in these areas may yield

motivation to embed new behaviours,

the team needs to achieve its goals or

some short-term results, it may not

collaborate with someone with a

its core purpose.

produce sustainable team improvement

different style or work through that

because it fails to answer the key

‘personality clash’.

question: effective team dynamics for

Start from the outside
Too often, our default can be to dive

is often a misnomer. The ‘clash’ may

in and try to improve performance

be caused by different agendas being

from the inside. Instead, starting

team’s performance, we can overlook

played out – for example, when two

from the outside will give the team

important clues outside rather than

people are working to different goals or

new perspective, a common future

what purpose?
In our haste to turn around a

46

In fact, the label ‘personality clash’
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Fast forward

environment in which teams operate,

As well as looking from the outside-in,

and the complexities of structures such

it’s also worthwhile looking from the

as matrix, cross-company or cross-sector

future-back: in other words, asking what

collaborations, the primary stakeholder

will be required a certain period of time

may not be the obvious answer.

from now. This helps future-proof the

While the person to whom the team

impact of the team by keeping it agile

reports may be the obvious primary

to opportunities and threats.

stakeholder – and the person who

Foundations for high performance are

wants to believe that they are the

built on questions like these:

primary stakeholder – it may be that

*

How would we describe the task

the real power lies elsewhere in the

that our main stakeholder requires

organisation. There may be other key

of us?

influencers or budget holders who

What are our own personal hopes

determine the fate of the team, or

and vision for the business in the

perhaps other decision-makers linked to

next two to three years?

regulatory or technological change who

*

wield important power.
Identifying and seeking out the
opinion of the person or people who
created the team – or who owns the
mandate for its ongoing existence – is
a good starting point, adding in others
who also have a stake in the team’s
existence and contribution. Listening
to the needs of these stakeholders, and

CPD

Considering
the team in its
broader context
encourages us to
draw on a richer
range of influences
and levers

gathering information more broadly
from the wider organisation or sector to
consider trends into the future, will give
the team a solid licence to operate and
rich buy-in to the team’s success. Only
once the mandate is clear is it worth

to focus on and a reason to want to
put in place new behaviours or ways

*

of working.
Considering the team in its
broader context helps us think more

*

systemically and encourages us to
draw on a richer range of influences
and levers that create and sustain
high team performance. In addition to

*

How far is our purpose, vision

the team moving on to address their

and strategy jointly owned by the

vision, mission, scope and how they’ll

whole team?

work together based on what success

What do we need to achieve by

looks like.

when, and how will we measure and

Only when the team has agreed

demonstrate tangible success?

and owns its collective ambition – and

How do our individual roles

understands how individual roles need

work together to achieve our

to work together to achieve it – will

collective ambition?

the scene be set to explore behaviour,
style and team dynamics.

giving the team more perspective both

If this approach creates a sustainable

individually and collectively on what

level of high performance, then what

they’re in business for, it also grounds

stops many teams from doing it? Often

Alison Young is a director of Leaders

the team in their business context. They

the most challenging reason is that

in Change. @Leader_Insights.

see the relevance and added value of

it requires the team to agree who its

their contribution, which in turn helps

primary stakeholder actually is, and

them make better decisions and use

sometimes the most obvious answer

resources more effectively because they

is not the full one. When we overlay

understand the ‘why’.

organisational politics, the fast-changing

AB

More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd
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Rainy days reconsidered
The most notable modification to the accounting standard for provisions looks likely
to come from a change in how they are measured, as Adam Deller reports
The concept of an accounting standard
for provisions is a long-standing feature
of financial reporting, introduced to
protect investors from companies

Impaired vision
Adam Deller looks at developments
in the IASB’s project on goodwill
impairment at bit.ly/AB-Deller4.

engaging in profit-smoothing (because
businesses with volatile earnings are
regarded as riskier investments) by
creating and releasing provisions to
suit their situation.
The standard’s key principle is that
a provision is recognised if there is a
probable outflow of economic events
arising from a present obligation. As
long as there is a reliable estimate,
a liability is recorded on the entity’s

CPD

statement of financial position. If the
outflow is possible, but not probable,
a contingent liability is recorded in the
notes to the entity’s accounts, but not
shown as a liability in the statement of
financial position.
Similarly, a contingent asset relates
to a potential future inflow, and is also
shown only as a disclosure note, rather
than being recorded as an asset in the
statement of financial position. The bar
for recognising a contingent asset is
higher than for a contingent liability.
The introduction of IAS 37, Provisions,
Contingent Liabilities and Contingent
Assets, in 1998 aimed to prevent entities
from being able to simply record
provisions (and related expenses) in
good years where targets are exceeded,
releasing the liabilities (and so reversing
the expense) in lean years. This standard
has stood largely unchanged for many
years, acting as the gatekeeper for the
recognition of uncertain liabilities in
many cases.
In 2015, the International Accounting
Standards Board (IASB) decided to

48
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conduct research on changes to IAS 37

the Conceptual Framework. It states:

pending the finalisation of the revised

‘Prudence is the exercise of caution

Conceptual Framework. Following

when making judgments under

the publication in March 2018 of the

conditions of uncertainty.’

updated framework, the research

IAS 37 has long applied the principle

project for IAS 37 is finally active.

of asymmetric prudence, which can be
highlighted by looking at an example

The issues surrounding the research
project and the discussion around the

of a legal case. Imagine that entity A is

accounting for provisions will examine

being sued by entity B for $100,000 and

the definitions used and the recognition

is likely to lose the case: entity A must

and measurement criteria. We’ll look at

record a provision for $100,000, but

the issues and potential actions to be

entity B can only record a contingent

taken for each of these.

asset (disclosing it in the notes to the
financial statements).

Definitions

Even though the probabilities are

One of the issues is the definition of a

the same on each side of the equation

provision, crossed with the definition

in this example, the treatment in the

of a liability. According to IAS 37, a

books of both entities is different.

provision is a liability of uncertain timing

Entity A must be prudent by recording a

or amount, so the project was held

liability, while entity B must be prudent

back while the definition of a liability
was under discussion for the revised
The definition of a liability has now
changed under the revised framework.
Previously defined as ‘a present
obligation of the entity arising from
past events, the settlement of which is
expected to result in an outflow from

by only disclosing the contingent asset
rather than recognising an asset in its
financial statements.
The IASB has concluded that
asymmetric prudence is not an essential

CPD

Conceptual Framework.

The definitions
and recognition
and measurement
criteria of the
accounting for
provisions will be
examined

part of faithful representation, but that
it is useful in certain contexts, such as in
IAS 37. It will therefore remain in IAS 37
and is unlikely to change.

the entity of resources embodying
economic benefits’, a liability is now

Recognition criteria

defined as ‘a present obligation of the

While the definition of a liability may

entity to transfer an economic resource

have changed, it is unlikely that this will

as a result of past events’.

affect the recognition of a provision in

This change is likely to result in some

this sense. IAS 37 has often employed

of the most significant discussions

different criteria from other standards

within the IAS 37 research project, as

through the use of the ‘probable

the definition of a liability no longer

outflow’ threshold and the asymmetric

mentions expected outflow, whereas

prudence mentioned above.

the standard continues to require a

Many respondents to the initial

probable outflow of economic benefits

research project were concerned that

to be recognised. Following the

the probability criteria in IAS 37 would

updates to the Conceptual Framework,

be removed in line with the changes

the IASB believes the change is more

to the Conceptual Framework, but the

of a recognition issue than a definition

IASB appears to have little appetite

issue, so we will focus on the change in

for that. It believes the recognition of

relation to possible recognition issues.

provisions is working reasonably well

In addition, an explicit reference to

and there is no particular requirement

prudence has now been included in

for this to be changed.
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Measurement criteria

costs: direct labour, direct materials,

Of all the areas to be looked at in the

cost allocations that relate to contract

research project, the measurement of

activities (such as supervision, insurance,

provisions seems most likely to result in

depreciation), costs explicitly charged

notable changes to the standard. From

to the counterparty under the contract,

initial research, there has been diversity

and other costs incurred only because

noted in the measurement of provisions

an entity entered into the contract.

recorded, particularly on discount rates
and which costs should be included in

Next steps

calculating the amount of a provision.

The likely way forward is a change to

IAS 37 does not specify whether the

some wording to reflect the updates

rates used to discount future cashflows

to terminology in the Conceptual

should take into account the risk of non-

Framework, particularly the definition of

performance by the entity, sometimes

a liability. It is also possible that some

called the entity’s own credit risk.

explicit reference to prudence will be

Nor does IAS 37 specify whether

to be relatively minor and will not affect

incremental costs of fulfilling an

the process of accounting for provisions

obligation or also allow an allocation

or contingencies for entities.

of directly attributable overheads. This

Despite the concern that the need for

situation is already under consideration

a probable outflow of economic benefits

in the form of an exposure draft that

CPD

incorporated. These changes are likely

a provision should include only the

considers the costs to be included in the
recognition of an onerous contract.
IAS 37 defines an onerous contract
as one in which the unavoidable costs
of meeting the obligations under the
contract exceed the economic benefits

The definition of a
liability may have
changed, but it is
unlikely to affect
the recognition of
a provision

could be removed, this appears unlikely.
The IASB has already concluded that
while the definition of a liability no
longer needs an expected outflow, the
probability element is a recognition
issue. It is therefore likely to remain in
the standard, as the IASB has given

expected under it. It also states that

no indication that any changes to the

those unavoidable costs reflect the least

recognition are required or proposed.

net cost of exiting the contract, which is

The IASB will press on with the

the lower of the cost of fulfilling it and

narrow-scope adjustments in relation

any compensation or penalties arising

to onerous contracts, which is likely to

from failure to fulfil it.

result in more specific guidance on the

It all sounds pretty sensible, and the

costs to be included. In addition, it will

rule for an onerous contract is that a

seek feedback on any other aspects of

provision is recognised in full for the

IAS 37 that stakeholders may feel need

loss to be made under the contract. The

amending. Responses will be gathered

problem that has arisen is that IAS 37

in the first half of 2019, with the aim of

does not specify which costs to include

developing recommendations in the

in determining the cost of fulfilling a

third quarter.

AB

contract, which is where the exposure
draft comes in.
The IASB proposes to specify in IAS 37
that the cost of fulfilling a contract
comprises the costs that relate directly
to the contract, rather than only the
incremental costs. The exposure draft
goes on to suggest examples of such
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Technical update
A monthly update of the latest developments in financial reporting, taxation and
legislation from international regulators, the US and elsewhere
International

entity. Intended to prevent criminals

to gather feedback on how to drive

from hiding illicit activities behind

better alignment of sustainability

Beneficial ownership toolkit

opaque legal structures, the toolkit

reporting frameworks with each other

The Organisation for Economic Co-

is aimed in particular at emerging

as well as with frameworks that promote

operation and Development (OECD)

markets. It was prepared by the forum’s

integration between non-financial and

has released the first ever beneficial

secretariat in partnership with the

financial reporting. The consultation

ownership toolkit. It is designed to help

Inter-American Development Bank and

is considering the recommendations

governments implement the standards

will be updated over time to capture

of the Task Force for Climate-Related

of its Global Forum on Transparency

developments in standards and best

Financial Disclosures, identifying

and Exchange of Information for Tax

practices. More at bit.ly/BenOwnToolkit.

how non-financial metrics relate to
financial outcomes and how this can be

Purposes. The standards ensure law
enforcement officials have access to

Corporate reporting

integrated in mainstream reports. The

reliable information on the identity

The International Integrated Reporting

survey closed on 1 May, but a series of

of the ultimate beneficial owners

Council’s corporate reporting dialogue

global roundtables will continue the

behind a company or other legal

initiative has launched a consultation

consultation throughout May.

IFAC ethics proposals
IFAC (the International Federation of
Accountants) has published an exposure
draft seeking views on proposed
changes to the international code of
ethics for professional accountants.
The proposals include changes in
key terminology (including a revised
definition of the term ‘assurance client’),
enhanced and clarified independence
requirements for attestation
engagements, clarification of types of
assurance engagement, and simplified

The limits of sustainability reporting

guidance on assurance engagements.
More at bit.ly/EthicsRev.

Hans Hoogervorst, chair of the International Accounting Standards Board (IASB),
has cautioned against exaggerated expectations for sustainability reporting as a

National

catalyst for change in the absence of policy and political intervention. At the ClimateRelated Financial Reporting Conference in Cambridge in April, he said financial

India hedging delay

incentives would be the crucial element in combatting climate change, and was

The Reserve Bank of India has

therefore championing reporting standards that focus on the investor and the impact

delayed for an unspecified period

of sustainability issues on future company returns rather than reporting focused

the implementation of new Indian

primarily on a company’s contribution to the public good. Hoogervorst’s preferred

accounting standards based on IFRS 9,

type of sustainability reporting fits well with the IASB’s ongoing overhaul of the

Financial Instruments. The delay

management commentary practice statement to put more focus on intangibles.

was required because the necessary
amendments to the Banking Regulation
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Act 1949 have not yet been approved,

Commission and the Reserve Bank

US income tax disclosures

and because of the poor level of

of Australia have all publicly issued

The US Financial Accounting Standards

preparedness of many banks. A previous

statements illustrating the risks,

Board (FASB) has issued a proposed

one-year delay in implementation was

concerns and opportunities arising from

accounting standards update to

imposed last year.

climate change.

improve the relevance of current

Australia’s climate reporting

Zambia scraps VAT

The FASB delayed finalising an earlier

The Australian Accounting Standards

Zambia’s finance minister Margaret

proposal because of an upcoming tax

Board has issued advice on the

Mwanakatwe has announced the

reform. The revised update has been

materiality of climate risk in financial

abolition of value added tax (VAT) and

released to reflect the substantial

statements. Its new practice statement

its replacement with a non-refundable

changes in the way US businesses

is intended to be considered alongside

sales tax, with effect from 1 April. The

are taxed as a result of the Tax Cuts

the climate risk disclosure requirements

move is likely to help the government

and Jobs Act of December 2017.

of the Task Force on Climate-Related

boost revenue collection and bring

The proposed revision removes

Financial Disclosures (TCFD) and

down mounting debt. Mwanakatwe

disclosures that are no longer

the Australian Securities Exchange’s

said the Zambia Revenue Authority

considered cost-beneficial or relevant,

corporate governance principles. The

would finalise audits of all outstanding

and adds disclosure requirements

AASB believes it is the first standards

VAT refund claims and collect any

identified as now relevant. Comments

board in the world to release this

unpaid taxes before making the change.

are requested by 31 May. More at

advice. In the past year, the Australian

The country is also to introduce new

bit.ly/USIncTaxDisclose.

Prudential Regulatory Authority, the

mining duties and increase royalties to

Australian Securities and Investments

help tackle debt.

income tax disclosure requirements.
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Angels and unicorns
With the end in sight for the angel tax rule that put India’s startup economy at risk,
entrepreneurs are gearing up to take full advantage of venture capital investments
‘Startups used to be on the periphery
of the Indian economy, but they have
been centre stage now since 2014,’
says Padmaja Ruparel of the Indian
Angel Network. ‘The change since then
has been huge, but it was imperative
to do this, to create jobs, now that
locked-up capital is being unlocked.’
The real impetus behind the drive
for a venture capital-driven economy
in India began in January 2016 when
prime minister Narendra Modi launched
the Startup India initiative. Since then,
more than 16,500 startups have been
recognised across nearly 500 districts,
creating over 166,000 new jobs,
according to government figures.
Through the Department for
Promotion of Industry and Internal
Trade (DPIIT), part of the Ministry of
Commerce and Industry, India has
created a 100bn rupee (US$1.4bn) fund
of funds that has catalysed INR650bn
(US$9.4bn) of investments in some
8,000 companies.
As an indication of how much progress
is being made, a recent report from
the National Association of Software
and Services Companies (NASSCOM)
revealed that in the first nine months
of 2018 US$4.2bn of investments were
made in startups in India. This was 108%
more than the equivalent figure for
2017, which stood at US$2bn. Although
the number of investment deals fell in
that time (529 in the first nine months
of 2017 compared with 451 over the
India prime minister Narendra
Modi’s Startup India programme
includes incubation centres, easier
patent filing and tax exemptions.
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same period in 2018), the actual average

But 2018 was also marked by growing

value per deal increased by 144%, from

concern over one particular government

determining the fair market value of a

US$3.9m in 2017 to US$9.4m in 2018.

policy which, it was feared, could

startup. External investors are investing

The NASSCOM report says that

be putting a real brake on further

in an idea which has the potential

investors have become ‘cautiously

investment, particularly at the business

of scaling up and being successful.

optimistic’, participating in fewer

angel level of early-stage funding. The

Companies which receive funding are

deals but investing larger amounts

so-called angel tax – a charge originally

sometimes in the very initial stages

into mature startups. The report

aimed at preventing money laundering

of existence, just developing their

indicates that a number of government

– was said to be putting off many

product or market strategy, and are in

initiatives have helped boost investor

wealthy individuals from making early-

dire need of funds to expand. The levy

confidence. They include the Fund

stage investments.

of such an angel tax is tantamount to

of Funds for Startups (part of the

The roots of the angel tax policy

there is no specific definitive method for

critically impairing the development of

Small Industries Development Bank

go back to 2012. It was then that

of India) and the Department of

Manmohan Singh’s government

Science and Technology’s National

introduced the tax to deal with

Angel tax amendment

Initiative for Development and

concerns that wealthy individuals could

Since 2016, the Modi government has

Harnessing Innovations.

invest in bogus startups as a way to

sought to amend the angel tax rules.

launder money.

However, it was not until earlier this year

Foreign governments are also

these companies.’

encouraging their domestic startups

that changes were made that in effect

and established corporates to engage

take care of the problem. In February,

with the Indian startup ecosystem,
while Indian startups (B2B and B2C
businesses alike) are expanding into
other markets, and global giants are
gravitating towards India. According
to NASSCOM there are more than 14
active government-backed international
startup exchange missions supporting
Indian startups in their global ambitions.

Unicorn-friendly

‘Angel tax reform
will transform
India’s economy,
generate millions
of jobs and solve
pressing education
and productivity
challenges’

the DPIIT issued a clarification on
the definition of a startup, effectively
widening the criteria so that a company
that has been in existence for up to 10
years, with a turnover not exceeding
INR1bn (US$14m), would be classed as
a startup, and therefore not subject to
the angel tax. There were a number of
exemptions to this classification, but the
new ruling has been widely welcomed.
The impact has already been felt.
According to reports, by mid-March

A final indication of confidence in

90 startups had already been spared

the sector comes with the news that
2018 saw a doubling in the number

Section 56(2)(viib) of the Income

the taxman questioning their valuation

of unicorns (startups valued at more

Tax Act 1961 states that the issuance

during fundraising, although others are

than US$1bn) created in India. Eight

of shares by a closely held company

still awaiting confirmation.

such companies were created in 2018,

to a resident at a premium to the fair

which may not seem a particularly high

market value of the share should result

the enthusiasm of angel investors and

number but places India behind only

in the premium being taxed as ordinary

startups, who had begun migrating

the US and China in unicorn generation.

income at 30% in the hands of the

abroad,’ says Saurabh Srivastava, chair

The Indian unicorn list is expected to

issuer company. Problems have arisen

of the Indian Angel Network, who

include at least another 10 members

since 2012 over the assessment of fair

welcomed the February announcement.

by 2020. Some of the prominent names

value, with the government’s assessment

‘This will transform India’s economy,

mentioned by the report are Druva

officers often challenging startup

generate millions of jobs and solve

(data protection), Rivigo (logistics),

companies’ use of the discounted free

India’s pressing challenges in healthcare,

Big Basket (online grocery), Delhivery

cashflow method.

education, agricultural productivity,

(shipping and supply chain), Mobikwik

Mini Raman, partner at law firm

(digital wallet) and Practo (healthcare

LexOrbis, says: ‘The angel tax strikes at

appointment booking).

the very core of an innovative startup, as

‘Angel tax had begun to dampen

clean energy and much more.’

AB

Philip Smith, journalist
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Ticket to ride
City of Mississauga CFO Gary Kent ACCA chalks up his rise through the Canadian
public sector ranks to his UK privatisation experience – and his accountancy training
When Gary Kent ACCA graduated
from Glasgow Caledonian University in

i

CV

went public and some merged with
other publicly listed companies. So at

Scotland with a degree in accountancy,
little did he know that most of his

2013

a young age I was able to put together

career would be spent on the other

Appointed commissioner of corporate

plans to do really quite unusual things.’

side of the Atlantic in North America.

services and CFO, City of Mississauga

Once he and his wife had taken
the decision to move to Canada,

His decision to emigrate to Canada
in 1995 was not the consequence of

1995

Kent contacted the Mississauga local

a lack of opportunity in the UK, but a

Started working for City of Mississauga

government in search of an opening.

quest for something new.

as a management consultant, then

‘They were looking at the governance

business development manager,

of their own transit system,’ he recalls.

had two great jobs, but we always

business planning manager, director

‘It turned out that nobody in Ontario

had a sense of adventure. We visited

of strategic initiatives, director of

had my experience doing these types

family in Canada, and the country just

finance and director of city strategy and

of assessments.’

seemed fresh, young and exciting, so

innovations

‘My wife and I loved the UK and we

The ACCA edge

we decided to apply to move there, if

1987–95

What also gave Kent the edge was his

Series of finance roles at various Scottish

ACCA studies and training. ‘I didn’t

sixth biggest city, he expected to face

bus companies, including Scottish

realise at the time just how useful the

an extended job search. But after just a

Citylink Coaches, Midland Bluebird

skills I learned would prove in moving

week, his very first interview landed him

and FirstBus

abroad. It gave me flexibility not just in

Canada would have us,’ he says.
On arrival in Mississauga, Canada’s

a post as a management consultant,
the first in a succession of roles in local
government. More than two decades

terms of being in the private or public

i

Tips
Basics

later, he has risen through the public
service ranks at Mississauga, just west of
Toronto, to become its commissioner of
corporate services and CFO.
So how did a UK national secure a
senior public service position? It was
all down to the experience he had
garnered in the UK public transportation
sector during some very turbulent times,
he explains – plus the help of ACCA
training, which transcends borders.
‘When I was in the UK, I had
tremendous experience in transit, at a
time when it was going through a phase
of deregulation and privatisation and,
eventually, a management/employee
buyout,’ Kent says. ‘Then there was a
period of amalgamation when different

56

companies started to join forces. Some

sector or location, but in how I could
apply my studies in real life, globally.’
His first role was as a management

Located on the shores of Lake Ontario,
Mississauga is the sixth largest city in
Canada, and the third largest in the
Great Lakes province of Ontario. It has
a population of more than 770,000 –
52% of whom have a mother tongue
other than English and are members of
a visible minority.
The city hosts the global or
Canadian head offices of 75 Fortune
500 companies, as well as the busiest
airport in Canada, Toronto Pearson
International, which handles more
international passengers than any
other airport in North America with the
exception of JFK in New York.

consultant assessing strategic
governance options for Mississauga
Transit, the local bus company (now
called MiWay), and developing a
business plan for the entity to operate
as an arm’s length corporation. But it
would be the wide-ranging experience
he gained through a further six roles
at the City of Mississauga that landed
him his current post, with further
opportunities ahead.
During his time in local government,
Kent has been involved in activities
such as co-chairing the update of
Mississauga’s strategic plan, which
involved engaging with 100,000
citizens, as well as multiple continuous
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‘I focus on
three things:
great customer
service, value for
money, and the
right talent and
technology’

improvement projects and strategies,

He cites working with a wide range of

as technology to achieve the following

including developing and implementing

people as the most rewarding aspect of

four goals:

a long-range financial plan, a people

his job. ‘Being able to collaborate and
partner with people and come up with

*

to produce timely and reliable

strategy and an IT masterplan.

*

to establish clearer lines of

*

to create an environment of

As commissioner of corporate services
and CFO, he speaks highly of his

new solutions is really the best thing
about my job.’

team of seven directors, who provide

financial information
accountability and responsibility

strategic and integrated services to the

Time of transformation

public, staff and council. His portfolio

In terms of the finance function, Kent

includes finance, procurement, IT, HR,

explains that over the course of the past

communications, legislative services,

two years the systems infrastructure

corporate performance and innovation,

has been rebuilt and the back office

and facilities and property management.

transformed. ‘We’re transforming

‘Through the investments provided by

‘Ultimately, I really focus on three

continuous improvement and career
growth

*

to build a welcoming culture and
create trust and confidence in the
finance function.

finance using technology and talent,’

a supportive council, and working with

things,’ he says. ‘Great customer service,

he says. ‘The driver is unrelenting

our colleagues in other departments,

value for money for taxpayers, and

customer expectations.’

we decided to embrace [enterprise

making sure we’ve got the right talent
and technology in the organisation.’

Rebuilding the finance department
has involved investing in people as well

resource planning suite] SAP,
which means we now have greater
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Tips

*

‘To be a leader of people, being

*

‘Understand what you know

authentic is crucial.’

and admit what you don’t. Then
commit to getting it done.’

*

‘You have to be relentless in how
you communicate. Be consistent
and confident.’

*

‘In the public sector, if you can’t
collaborate with people you will
fail. With multiple stakeholders,
success takes teamwork.’

integration,’ Kent says. ‘We’ve got our

Kent says that the focus of a public

HR systems and our financial systems on

sector CFO is a bit different from that

the one platform and we have mobility.

of a private sector CFO. ‘In the private

‘We have introduced various apps

sector we talk about the corporation

to do simple things like electronic

meeting the street every quarter; in local

approval or payroll, which we can do

government, we meet the street every

from anywhere in the world now. New

day, literally.’

technology for expenses has given us a
stronger digital audit footprint.’
Transformative tech is also key to

As to what keeps him up at night, it’s

quality customer service in the public

the battle for talent currently raging in

sector, Kent says. ‘One of the pillars

Ontario’s local government sector. ‘For

in our IT masterplan is around data

example, the City of Mississauga has 26

analytics and big data so we can ask the

directors, and over the past three years

and showcasing good practices in

right questions around customer service.

50% of them have changed – that’s a big

public financial management for an

We’re investing a lot in our customer

leadership change in any organisation,’

IFAC/ACCA video project. He was also

relationship management so everything

he says. ‘In the next few years we’re

a speaker at ACCA’s ninth international

is more transparent and in real time. It’s

going to hit a big peak of retirement,

public sector conference earlier this

very much a 24/7 business compared to

so we’ll be losing somewhere between

year (see ‘Public gathering’, page 60 of

where it was even five years ago.’

30% and 40% of our workforce.

this issue) and is a member of its Global

With the restructuring and the

‘It means that developing people to

Forum for the Public Sector.
‘The more you work in the public

introduction of new technology, Kent

ensure our businesses can run smoothly

and his team have also been able to

in the future is a big part of our overall

sector, the more it gets under your skin,’

do things like bring in new revenue

strategy, and my role specifically.’

Kent says. ‘And because of the scale

streams focused on the community’s

58

Skills war

‘Corporations talk
about meeting
the street every
quarter; in local
government, we
meet the street
every day’

Wider initiatives he has been involved

of the City corporation, I’ve been lucky

needs, such as public infrastructure and

in recently include running a ‘Smart

enough to have had eight different roles

tourism. ‘We could only do that once

Cities, Simpler Cities’ webinar for

and one great career.’

we had solid financial information and

the Financial Management Institute

systems that were responsive.’

using examples from Mississauga,

AB

Ramona Dzinkowski, journalist
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Council update
ACCA’s governing body met in March in London to discuss the ongoing
development of ACCA’s strategy, governance, budgets, and more

*

Council met on Saturday

second phase of the

including progress on

16 March in London.

implementation of the

priorities, progress

The Council meeting

governance review

made by each of the

Board, including the

featured discussions and

following the bye-law

sub-boards, and data

review of the December

decisions on a number of

changes approved by

on the operation of the

important matters.

members at the AGM

regulatory functions.

*

in 2017.

The president, deputy
president and vice
president updated

2018 examination results.

*

Council agreed a
timetable for choosing
its preferred nominee for

a paper on the

vice president in 2019/20.

development of the

Council on their activities

possible scenarios for

strategy partnership with

since the last meeting,

ACCA and the profession

the Shanghai National

including ACCA’s

in 2030 as part of the

Accounting Institute

the chairman of Audit

participation at the World

ongoing development of

in China.

Committee on the

Congress of Accountants

ACCA’s future strategy.

On a recommendation

work of the committee,

from Nominating

focusing on a deep-dive

attendance at events in

*

Council considered

from the Qualifications

discussion groups two

in November 2018 and

*

*

Council considered in

*

Council noted a report

*

Council approved the

*

*

Council received a
presentation from

into risk management.

proposed budget for the

Committee, Council

China, Cyprus, Greece,

organisation for 2019/20,

agreed to co-opt Taiwo

Ireland, Poland, Romania

including the proposed

Oyedele and Amos Ng

and the UK.

membership subscription

to Council for three

Nominating Committee,

Council received a

for 2020. Following a

years, in accordance with

Governance Design

presentation and

recommendation from

bye-law 23. Both are

Committee, Audit

report from the chief

a group of committee

senior ACCA members

Committee, Resource

executive focused on

chairmen, Council also

who have made a

Oversight Committee

strategic performance

approved the measures

significant contribution

and Market Oversight

to 31 January 2019 and

and targets to be used

to the profession and

Committee meetings

key strategic matters

to track ACCA’s strategic

wider ACCA member

held during the period

and issues.

performance in 2019/20.

engagement, and

from November 2018 to

Council received the

Council believes this

annual report from

will further enrich the

Council will hold its next

into discussion groups

the chairman of the

breadth of experience on

meeting in London on

to consider the

Regulatory Board,

Council.

22 June 2019.

Council received an
update and broke

*

*

Council received
reports from the

March 2019.
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Public gathering
Key figures from around the world update ACCA members
on the issues around building a sustainable public sector
ACCA welcomed more than

from leading figures

200 members to its annual

including Tomáš Vyhnánek

public sector conference in

from the Czech Republic’s

Prague in March.

Ministry of Finance;

Taking place at the Czech

Stephen Walker, president

capital’s Marriott Hotel, the

of CA ANZ (Chartered

2019 event was subtitled ‘a

Accountants Australia New

sustainable public sector’,

Zealand); Thomas Müller-

and sessions included:

Marqués Berger, chair

financially sustainable

of Accountancy Europe’s

methods of funding

public sector panel;

infrastructure (including

Mike Driver, head of the

the launch of ACCA’s

government finance function

recent report Bridging the

in the UK’s Civil Service;

infrastructure gap); the role

and auditor generals from

of accountants in tackling

Jamaica, Nigeria, Pakistan

fraud, corruption and serious

and Tanzania.

organised crime; innovating

To read some of the

in the digital age; and the

highlights of the public

role of audit institutions

sector conference, see

in delivering a sustainable

page 40 of this edition of AB;

public sector.

or, for the full programme

The two-day conference
also featured contributions

The World Bank’s
Jarett Decker.

and list of speakers, visit
bit.ly/ACCA-IPSC2019.

AB

Consultant
Martin Turner.

Left to right: Tanzania’s auditor general Mussa Juma Assad, Nigeria’s AG Anthony
Mkpe Ayine, Pakistan’s deputy AG Zamir Ahmad, and Jamaica’s AG Pamela Monroe-Ellis.
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Tomáš Vyhnánek, Czech
deputy finance minister.

City of Mississauga
CFO Gary Kent
and CPA Canada’s
Davinder Valeri.

EY’s Thomas Müller-Marqués Berger, Bonnie Ann Sirois of
the World Bank, and Vincent Tophoff (ex-IFAC).

Attendees enjoy a
conference session.

Delegates take time
out to network at the
conference in Prague.
Guyana Police’s Maame Addo-Danquah, Claire Jenkins
of Companies House in the UK, and Transparency
International’s Max Heywood.

CA ANZ president
Stephen Walker.
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Leadership redefined
The 2019 staging of the Pakistan Leadership Conversation saw participants embrace
the need for change in a business landscape being reshaped by powerful forces
ACCA staff, speakers and panellists after a panel
discussion on the Belt and Road initiative at the Karachi
edition of the Pakistan Leadership Conversation.

The third edition of ACCA

Islamabad conference on

Pakistan’s annual leadership

the government’s long-

conversation involved high-

term vision for economic

profile events in Karachi,

growth and emphasised

Lahore and Islamabad in

the role of professional

February. Taking as its

accountants in promoting

theme ‘Strategic Business

ethics and professionalism.

Leaders: Capacity and

The parliamentary foreign

Character’, it examined a

secretary, Andleeb Abbas,

range of key topics – from

also delivered a keynote

institutional reforms to

on the country’s economic

global competitiveness to

prospects and the role of

digital revolution.

diplomacy in improving

All three events were
attended by a large number

In Lahore, Nishat Group

of business leaders and

chairman Mian Mohammad

professionals, keen to hear

Mansha and Punjab finance

key insights from experts in

minister Makhdum Hashim

fintech, tax, global trade and

Jawan Bakht delivered the

China’s Belt and Road.

keynote addresses. The

Finance minister Asad
Umar addressed the

62

international trade.

latter gave an overview of
the Punjab government’s

Elin Burns, the British deputy high commissioner in
Karachi, addresses the Karachi conference.
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economic priorities and its

leaders to ensure their

plans to reduce subsidies

businesses could compete

and improve efficiencies.

globally. Themes included:

The Karachi conference
included a session on the

*

implications of the Belt and
Road initiative for Pakistan.
Hassan Daud Butt, China-

outlined the economic

destination for offshored
outsourcing?

*

Pakistan Economic Corridor
(CPEC) project director,

Pakistan: a preferred

Institutional reform:
what are the drivers of
investment?

*

Is the convergence of
emotional intelligence

impact of CPEC projects,

and artificial intelligence

while Board of Investment

rethinking possibilities?

chairman Haroon Sharif
explained the government’s
efforts to attract foreign
investors and turn Pakistan

*

Taxation and cross-

Nishat Group chairman Mian Mohammad Mansha
delivers the keynote address at the Lahore event.

border payments:
are we ready for the
e-commerce wave?

into a regional economic hub.

Participants agreed that

Panel discussions revealed

Pakistan is now a place

a strong need to rethink the

where businesses enjoy a

role and scope of business

stable legal framework and

After the Karachi conference, a new member ceremony is
addressed by Sindh governor Imran Ismail.

Participants at the packed Lahore edition of the
Pakistan Leadership Conversation 2019.

have access to professionals

economy, science and

with a strong work ethic.

technology, and society’s

The next steps should be

expectations. Fully embracing

to showcase the country’s

the new opportunities will

potential, improve the

demand new skills, such as

ease of doing business to

strategic vision, commercial

attract foreign investors,

acumen, technical knowledge

and take full advantage of

and ethical judgment. At

opportunities provided by

ACCA we are ready to take

innovative technologies

the challenge on board.’
Each event was followed

and unconventional

by a new member ceremony

business models.
Sajjeed Aslam, head

the achievement of the latest

‘The primary theme of this

ACCA cohort.

year’s conversation was to

Participant at the Islamabad event asks a question after a
panel discussion on tax and cross-border payments.

in the evening to celebrate

of ACCA Pakistan, said:

All three events were

rethink and redefine the

organised by ACCA

role of business leaders.

Pakistan and the British High

The landscape is being

Commission, with Deloitte

reshaped by a host of drivers

Pakistan collaborating as a

– in business, politics, the

knowledge partner.
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Champion celebration
For the second year running, ACCA has recognised members who champion their
profession, inspiring and supporting fellow and future members – and society at large

ACCA’s advocacy awards

Weston, ACCA’s head

a range of activities that

of ACCA members who

celebrate the achievements

of member advocacy

members undertake in

act as advocates for the

of individual members who

and satisfaction. ‘Some

promoting ACCA and the

accountancy profession.

have acted in a variety of

members overcome all

profession. This could involve

ways to promote ACCA,

sorts of challenges to get

talking to school or university

National winners

the ACCA Qualification or

the qualification and then

students about the potential

This year the comprehensive

the accountancy profession

have fulfilling careers. As a

of an accounting or finance

selection process again

in general.

consequence, there’s a huge

career and the benefits of

began with the identification

willingness to go out and

the ACCA Qualification,

of national winners in 17

spread the word.’

or promoting ACCA

countries. These national

professionals to employers.

winners were then assessed

‘The idea for advocacy
came from understanding
the pride members have

But there are benefits for

in the qualification and

the advocate too. Those

It might involve taking part

by panels of senior members,

in having worked so hard

who advocate ACCA benefit

in ACCA committees and

including members of

to achieve it,’ says John

personally and professionally,

initiatives, or participating in

ACCA’s governing Council,

and it is true

a broader forum to share a

to come up with six

to say that

professional perspective.

regional winners.

‘The willingness
of advocatemembers to share
their experiences
for the benefit
of others is
outstanding’

64

the more you

Realising that many

Nominees were asked to

contribute to

members spontaneously

provide supporting evidence

ACCA, the

act in such ways, ACCA

to show how they had

more you will

launched its inaugural

demonstrated advocacy in

get out of it.

advocacy awards in 2017,

action in a variety of ways:

with winners recognised

attracting and inspiring

of advocacy

the following March. The

the next generation of

has deliberately

positive response from

accountants; developing or

been defined

around the world confirmed

supporting other members;

in very broad

a strong and widespread

sustaining and building

terms, allowing

desire to celebrate the

ACCA’s reputation; and

it to encompass

achievements and activities

leading the profession.

The concept
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Choosing the regional

*

Europe and Americas:
Etain Doyle FCCA,

MESA winner

process, triggering extensive

executive coach and

Suren Rajakarier: Recognising

discussions. Nevertheless,

non-executive director

that ACCA was gaining

six outstanding regional

based in Ireland

popularity, I initiated the

ASEAN and ANZ: Alice

process for KPMG Sri Lanka to

Tan FCCA, chief financial

become an ACCA Approved

are being celebrated in their

adviser at the Land

Employer in 2007. After gaining

home markets among friends

Transport Authority of

membership in 2010, I worked

and colleagues.

Singapore

with the local office to create

China and Hong Kong:

an opportunity for more students to qualify with ACCA.

Major Qinxue Mei FCCA,

KPMG is now the largest ACCA employer in Sri Lanka.

winners was a challenging

ACCA advocates were finally
selected, and their successes

The winners come from
both private and public

*

*

sector backgrounds.

chief operating officer

Through their various forms

and chief HR officer,

chairing the Members’ Network Panel for ACCA Sri Lanka

of advocacy they have

Jiawei Renewable Energy

and driving several initiatives to enhance its visibility. I also

Africa: Paul Ankunda

promote ACCA’s thought leadership through presentations

FCCA, head of finance

to C-suite and peer audiences.

increased ACCA members’
skills and knowledge

*

I am an active brand ambassador for ACCA, currently

by using social media

and administration

and improving access

for the financial

our value as professionals. The combination of ACCA being

to technology courses.

management and

a globally recognised organisation and KPMG a global

They have also inspired

accountability

professional firm makes the task easier. I like to inspire

and mentored future

programme hosted by

people, support their journey and build talent pools in the

generations of ACCA

the Ministry of Finance,

country, which are vital for our and the country’s growth.

students, encouraged wider

Planning and Economic

business understanding of

Development in Uganda.

I believe advocacy is showcasing the value of ACCA and

Emerging markets winner

the importance of corporate

‘There are many inspiring

Jaroslaw Grzegorz: I couldn’t do my job in forensic and

governance and ethics,

stories, and choosing winners

integrity services without solid accounting skills. You

and identified how ACCA

from among such active

need to go back to financial data, search for red flags and

professionals can improve

advocates is very hard,’ says

investigate. So the ACCA Qualification supports me to a

the lot of humanity.

Weston. ‘Advocacy is such

great extent. It also has a strong focus on business and

an inclusive, broad, umbrella

integrity, so it goes well beyond financial knowledge.

Six of the best

term. It could range from

As professionals charged with integrity, I believe we are

The six regional advocacy

talking to your neighbour

obliged to go outside of our day jobs and share knowledge

award winners, who took the

about what their teenager is

with peers and younger people. I’ve run workshops for

initiative to lead and inspire

going to do for a career, to

ACCA members on ethics and compliance-related issues,

while presenting ACCA in

helping build the profession

and supported workshops and conferences run by other

the best possible light, are

in your country.

organisations. I hope I’ve had some impact by making

as follows:

*

*

‘This year’s winners have

business leaders more aware of how to create compliant and

Middle East and South

all proved to be leading

Asia (MESA): Suren

advocates for ACCA and the

There’s great potential for

Rajakarier FCCA,

profession. The willingness of

other ACCA members to share

partner and head of

such members to share their

experience. The first step is

audit and assurance,

experiences for the benefit

to think what you are good at

KPMG Sri Lanka

of others is outstanding,

and what would be interesting

Emerging markets:

and I would encourage

to share. Then agree on a

Jaroslaw Grzegorz

more members to come

schedule. Participating in

FCCA, associate partner

forward and share their

events is extremely rewarding

in forensic and integrity

pride in ACCA and their own

at a personal level.

services, EY Poland

advocacy stories.’

fraud-free companies.
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Power of digital
Join ACCA’s online event next month on embracing the
challenges – and benefits – of digital transformation
To tie in with its current

receive details of how to join

issue); how the ACCA

focus on ‘the power of

in the on-demand period.

Qualification is adapting

digital’, ACCA is running a

All attendees can gain up to

to tech developments;

one-day virtual conference

seven units of verifiable CPD.

how to manage change

to examine the technology

and lead digital

include sessions looking at

transformation, with

the accountancy profession

ACCA’s professional insights

organisational psychologist

around the world today and

report on machine learning

Dr Rob Yeung; and the

into the future.

and artificial intelligence

latest developments

(see also page 36 of this

in blockchain.

Registration to attend
the free event on 11 June is
now open. Members who
can’t join live can register to

66

The online conference will

themes that are impacting

AB

More information
To find out more and to register, visit accaglobal.com/digital.
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Unlock your
potential with
an MSc in
Professional
Accountancy

Take advantage of our unique opportunity for ACCA members to
gain an MSc in Professional Accountancy from the world-leading
University of London.
Find out more and apply at

accaglobal.com/msc

