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Back on track

Accounting firms in the West have had to roll up their sleeves to achieve growth, while it is business as
usual in booming emerging markets. International Accounting Bulletin reports solid demand across most
service lines but increasing uncertainty over regulation of the audit profession

he global accounting profession is

back on rrack following two chal-

lenging years burt looming regulation

and the eurozone crisis have placed
celebrations on ice.

This year's world survey is a tale of vastdy
different fortunes between East and West,
Morth and South. [t is the emerging econo-
mies that are tuelling global growrh bur
many Western markets have also improved
on fiscal 2000992010 results,

This year’s survey gathered data from the
leading 44 accounting networks and associa-
rions, The marker grew by 8% to $156.7hn.
A lot of this growth was due to mergers and
acquisitions as well as firm additions. It still
rEpresents an improvement on the 2% mar-
ket growth in 2010, Total marker revenue
was up $5bn since the pre-recession fiscal
year of 2007708, in which firms consistently
posted double-digit increases.

PwC has clawed its way back into pole
position after Deloite’s brief reign as the
rop nerwork in 2000, In 2011, PwC reporr-
ed 10% growth vo $29.2bn, which places it
%42 3m ahead of Deloime.,

Of the 44 networks and association rak-
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ing part, 86% reported an increase in fee
income, which compares favourably to 60%
in last vear's report.

Among nerworks, the average growth was
8%, led by the Big Four that reported aver-
age growth of 9%.

Associations of independent firms repori-
ed 8% growth, compared to 2% revenue
drops last fiscal.

Severe fee pressure and rough competi-
tion are the main characteristics of Western
audit markers but in emerging economies
audit firms cannot grow fast enough to meet
demand.

In rax, there has been strong interest in
transfer pricing services and cross-border
tax advice, which has benefitted many of
the larger firms.

Another trend has been strategic acquisi-
tions of niche consultancy companies, which
has helped the Big Four grow capacity and
depth. It is one of the reasons PwC expand-
ed its advisory business by 22%.

The highlight {or lowlight to some) of the
past year has been the European Commis-
sion’s (EC) audit market proposals, which
threatens the Big Four business model.

Mandatory firm rotation, banning non-
audir services, joint audits and mandatory
retendering have been discussed ar length in
the past year and largely divided the pro-
fession between the Big Four firms and the
resg.

A US decision on the adoption of IFRS
has been postponed to the first half of 2012
with some firm leaders specularing thar fur-
ther delays could derail LS interest in global
accounfing standards.

A solid year
Pw( has regained its position as the larg-
est global accounting network with strong
growth in advisory services and tax.
“Certainly, there are non-audir services
thar are being provided within our assur-
ance line, whether it is focused on internal
audit service or on risk management serv-
ices. They are clearly functions coming out
of the financial crisis,” notes Pw( Interna-
tional chairman Dennis Mallv.
“However, the drivers of those services

Market at a glance

Revenue

Largest by revenue: Pw, $29.2bn
Smallest by revenue: ACEE, §22.4m
Highest growth rate: UC&CS Global, 228%
Lowest growth rate: EuraAudit
International, -25%

Staff

Largest workforce: Deloitte, 181,566
Smallest workforce: ACEE, 169

Most professionals: Deloitte, 138,790
Most admin staff: Ernst & Young, 30,970
Most offices: BDO, 1,118

Source: Imemationsl dccownting Bulletin

are really the core product thar we provide,
which is the independenr opinion on finan-
cial starements.”

Delaitte reported fee income of $28.8bn
and much of this growth came from advi-
sory services, savs global chief executive
Barry Salzberg.

“The growrh was more organic than
inorganic when vou compare to the prior
vear, During the course of this vear and the
growth that we enjoyed, it was the economy
thar supported thar and drove our advisory
services,” Salzberg explains,

While the bartle berween the tOp CWo net-
works has been neck and neck in the past
few years, the gap between third placed
Ernst & Young (E&Y) and KPMG is also
closing in. In 2010, E&Y earned $920m
maore than its rival bur this vear the gap is
$170m.

KPMG International chairman Michael
Andrew says the source of KPMG's 10%
growth was unexpected.

“1 was very surprised with the growth of
the US advisory marker. We are up 27%,
despite being under severe economic pres-
sure,” Andrew savs, “We are also going
strong in markets such as Brazil, India, the
Middle East and, to a lesser extent, Rus-
sia.”

There are no positional changes among
the top 10 accounting networks with BDO
leading the mid-tier afrer reporting a rev-
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enue rise of 7% o $5.6bn in the year 1o
30 Seprember 2011,

BDO International chief executive Martin
van Roekel sayvs the nerwork is pleased with
the growth it achieved despite the difficult
economic conditions.

“We have continued with a sready high
growth in the Asia-Pacific region. We are
pleased to see more traditional regions
doing OK. We have done well in Africa and
Middle East,” he says.

Sixth-placed network RSM Internartional
reported a slight increase of 1%, which is
mostly organic, says global chief execurive
Jean Stephens.

“Despite having a more flat performance
we have had significant increase in interna-

B WORLD
Leading accounting networks: fee data
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tional clients and referral work,” she savs.

Outside the top 10, Nexia Internarional
Ieapfrogg.:d Moore Stcphcns International
into 11th place following a recent merger
between large US firms Clifton Gunderson
and LarsonAllen.

While only one network reported a
decline in revenue, five associations reported
a drop. This is often caused by firms switch-
ing groups and not a reflection of organic
growth. The average growth of associations
was a healthy 8%, which is a 10% turna-
round on last year’s reporr.

MSI Global Alliance reported a 5%
increase to $542m. MSI Global Alliance
chief executive James Mendelssohn says the
association has observed a volatile market

and lost a number of firms.

“We largely anti-cipatl:d the loss of the
firms, but we've gained guite a lot of firms
too and that shows to me that people are
becoming much more critical buyers of net-
work and association services,” he savs.

An association joining the International
Accounting Bulletin world survey this year
is Geneva Group International, which is
placed fourth with $1.8bn in revenues in
2011. Geneva Group is a multidisciplinary
association but all legal revenue has been
removed from its results.

Audit sees calmer waters
Despite ongoing pressure on audit fees in
the West, eight of the top 10 networks by
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audit revenue (furn fo page 16) have seen
positive growth with the Big Four increas-
ing by more than 5% on average. This is an
improvement on last year's results.

PwC's Mally believes there is a real
demand for quality assurance services,
“whether yvou are sitting the US, Europe,
parts of Asia or wherever™.

EPMGs .-".I'|4,|'r|.'“-' sAys :_!t|:4.|.1r Browl T
maostly coming from emerging markets.

“We are not really seeing a lot of andin
growrh in our major and mature markets,”
he says. “It’s been a tough business, frankly,
bur the growrth is generally coming from
some of these new and emerging countries
like India, Brazil and Russia,”

Baker Tilly International’s audit business
was below par because of fee pressure,

“As a profession there has always been
fee pressure bur it has just magmnified now.
We are living in an age of transparency and
telling shareholders what they get for their
'|'|1|;1|||.,':.'_" 'H.jkr'r "|'| ||.l. |rlrr|,':|'rl,'|rll:'|rl,1| l_'|'|||,'|:
executive Geott Barnes savs.

Grant Thornton International chief exec-
unive Edward Nusbaum says fee pressure in
the US was “very aggressive™ in 201 1.

“We're seeing some signs thar in 2012
[fee pressure] will ease up a little and we'll
see some rising prices, not just for Grant
Thaorntan, but across the industry because
salaries have gone up and companies are
more profitable in the U [than in recent

years],” Musbaum says.

On the flip side, Nushaum says that in
countries such as India, China and Brazil
audit prices are inflating as economies con-
rinue to Hourish.

PKF International chairman Wolfgang
Hofmann says he has observed 10% 1o 20%
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vear-on-year audit fee reductions for some
Assignments.

“Fee pressure is one of the most critical
issues thar we have and is present across
all regions. You are faced with regulatory
changes and clienr demands increasing, and
the challenge s how [to] work around this,”
Hofmann says.

While acknowledging fee pressure, Crowe
Horwath International chief executive Frank
Arford says there are still plenty of opporru-
nities for firms to provide audir services 1o
international, middle marker companies.

“As our global brand becomes betrer
known and recognised, our firms will have
more opportunities to bid on this audir
work,” he adds.

Instead of cutting back, Deloiie’s Sale-
berg believes it 15 even more important oo
invest in the audir business during challeng-
g trading conditions.

“Investing into audir services is core and
critical o our objective of serving the public
interest,-particularly in the case of [manda-
rory] audit,” Salzberg says.

“50 while there is fee pressure our
response is to drive a more complete service
in that regard and invest in our future.”

International tax boom
Tax services are in grear demand and many
nerworks are building capabilities in trans-
fer pricing and international rax services.
The top 10 tax networks grew revenue by an
average of 7%.

KPMG grew its tax practice by 12.6%,
which is the highesr growth among the Big
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Four. Andrew says the firm has seen growth
in global tax outsourcing, indirect raxes and
transfer pricing.

“Oine of the things with long term poten-
tial is international rax because if you think
abour it we've got all these western countries
that have to raise revenue and vou have gor
all of these emerging countries which have
to put in tax incentives to attract capital,”
Andrew explains,

“*So, all the multinationals are working
on a tax plan from a blank sheet of paper
given the new conditions which exist in the
marker.”

Musbaum says Grant Thornton has seen
a huge demand for tax services in China,
Ausrralia and Brazil.

“And interestingly enough, it's things
like internarional tax services in addition,
of course, to federal imcome and VAT taxes,
thar are growing,” he says.

“Owverall, | would say international tax
and transfer pricing, particularly interna-
tional tax, has had the greatest increase™.

BDO% van Roekel observes thar chere is
more pressure o reduce fees for tax serv-
ices and the service line is becoming more
competitive,

PEF International grew its tax business by
58% due to the network developing “niche
[AX SETVICES .

“We think we have to focus on tax serv-
ices and this is whart we are looking to fur-
ther develop = VAT services, transfer pric-
ing services, wealth advisory, import-export
tax, customs duties and so on.

“These are the niches where we have sig-
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nificant growth opportunities,” Hoffman
SAVS.

Advisory and consulting services have
proved a mixed bag for firms. The Big Four
grew their advisory services by an average
of 16%, while the six-largest mid-tier firms
only grew advisory revenue 0.3%.

PEF International reported a 35% drop
in advisory revenues to $602m. Hofmann
says in 2011 PKF firms reported very low
advisory levels but it should start to pick up
this year.

“It is very much depending on the econo-
my and when it becomes better we can also
see more work in advisory. [At present] it is
very difficule,” Hofmann says,

Nally says that PwC is looking to build
advisory services through niche acquisitions,
which has been a trend of the Big Four.

“We had a number of different acquisitions
over the last several years,” Mally says.

W WORLD
Leading accounting associations: fee data
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“We will continue to look for what we
refer to as ‘strategic acquisition® - those
acquisitions rhar will rca“y add the kind of
recourses that are responsive to the need of
the marker place.”

Salzberg says good advisory growth was
mainly down ro a pick up in M&A activity.

Van Roekel says BDOs 3% growth in
advisory was on par with expectations.

“Without any doubt the Big Four are very
strong in the larger economies of the world
where normally the big part of the rev-
enues resulting from advisory services come
from,” he says. “lt is fair to say thar they
have heavily invested into those areas and
due to that investment in the past four years
their [Big Four) revenues have significantly
grown in advisory.™

West to East, North to South
Although the US and Europe remain the

main sources of revenue for global account-
ing firms, it is the booming emerging mar-
kets thar will power growth in the future.
For the first time, this vear’s survey
includes regional breakdowns thar show
how strong nerworks and associations are
in each continent (fwrn fo pages 12-13).
PwC is the market leader in Europe,
Asia-Pacific and Middle Easv/Africa, while
Deloitte dominates the Americas. BDO is
the largest mid-tier network in all continents
except Morth America, where RSM Interna-
tional is the largest outside the Big Four.
Firms in Europe (43%) and North Amer-
ica (40%) bring in the largest slices of rev-
enue in the world. While Asia-Pacific con-
tributes only 12% of revenue, it has 22% of
the global workforce, and counting.
All of the major networks are investing
heavily in BRIC countries and other key
CI'I'IﬂI'E,II'IE COOMOIMICS.
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*From Pw('s standpoint, around 21-22%
of our revenue today comes from those
developing markets and as we look over the
next five years we expect those numbers to
be 40-43%," Nally says.

“%p0, we see a significant shift in terms
of the marker place for our services and,
therefore, we are going to continue to add
resources aggressively in those markets to
help our clients deal with their issues and
challenges.”

E&Y has invested $1bn in emerging
economies in the past five vears and plans
to invest even larger amounts in the future.

KPMG's appointment of Hong Kong-
based Andrew as a global leader reflects the
growing importance of Asia to accounting
networks,

“The reality is we now have very good
leadership in the US and the UK and you
don't really need to be there, do you?
Whereas, in the new emerging markets you
really have to be down there to experience
whar's happening,” he says.

Salzberg savs Asia-Pacific, particularly

W MERGERS AND ACQUISITIONS

China, is on target to report high growth
agamn in 2012,

One of Deloitte’s success stories this vear
has been 14% growth of its Australian
firm.

“One of the highlights for us is Australia
= led by consulting growth of 28%. Deloime
Ausrralia is one of the most innovarive firms
in the network,™ he says.

Although growth in India is strong, doing
business there is proving a challenge tor
global firms.

*Overall, you have an accounting pro-
fession in India which is very restrictive,”
Barnes says. “The law doesn’t allow more
than 20 partners in a firm, no one partner
can audit more than six companies and it is
a very family dominared profession. Ir's nor
an easy place ro do business.

“India is a country thar has an enor-
mously strong intellectual capital base. It is
a massive global player and we have to have
a strong presence there,

“Many clients are holding back on invest-
ing in India, because of all that red tape, but

thar doesn’t make it a bad place o do busi-
NESS,

Firms have a lot of hopes for Africa’s
potential as Chinese companies increase
investment into the conninent.

Salzberg says Deloime has seen 8.8%
growth in Africa and is expected to put in
significant investment. Deloitte is structur-
ing its Africa firms into a pan-African prac-
rice, which will financially and structurally
operate as a single enniry.

And its nor just the Big Four who are
buildirig their African presence. Barnes says
Africa is becoming mare accessible to mid-
ner firms.

“If one goes back a few a decade, as far
as we are concerned the Big Four have had
Africa buttoned down,” Barnes savys.

“The market is changing and we are all
going up this mystical food chaing getting
more publicly-listed entities to look after,
which have requirements in Africa. Thar is
coupled with the push from China as they
are chasing resource companies in Africa.”

Many firm leaders are looking to grow in

Consolidation rife as networks and associations expand footprint

In 2011, there have been several firm move-
ments as the Big Four branch out into the
mid-tier market as well as several strategic
ACquisitions,

Following E&Y"s 2010 buyout of Grant
Thornton International’s former Brazil
member firm, Terco, KPMG Brazil fol-
lowed suit and bought out BDO Auditores
Independentes in March.

The firm was the ﬁfth-iargﬂn in the coun-
try with annual turnover of BRL101.4m
(562.5m).

The move provoked BDO to file a com-
plaint with the Brazilian competition
watchdog to try and halt the buyout.

In response to KPMG's move, BDO
admitted former Crowe Horwath Interna-
tional firm RCS Auditores Independentes
as its member.

In Mexico, BDO took on Crowe Hor-
wath’s former member Casnillo Miranda v
Compania after noting ‘irreconcilable dif-
ferences’ with its previous member Hern-
andez Marron ¥ Cia. The majority of staff
and parrners of Hernandez Marron v Cia
decided to join PKF Mexico.

Afrver the loss of its member, Crowe Hor-
wath International admitted former Nexia
International member firm Gossler as its
Mexican representative in May.

In Denmark, PwC took over Grant
Thornton International’s former member

10 1 January 2012

firm in May.

At the time, Grant Thornton Interna-
rional chief executive Ed Nusbaum said
these types of takeovers will reduce com-
petition in the public company audit mar-
ket and “may give rise to further concerns
by regulatory authorities and the European
Commission”,

Despite a strong call by the mid-rtier to
better regulate Big Four takeovers globally,
it is still up to individual country compen-
tion authorities whether or not to step in.

IGAF Polaris

A major combination AMONE ASSOCIATIONS
in the past year saw IGAF, Polaris and
Fidunion International combine to form
the third largest association in this year's
report.

The association is branded IGAF Pola-
ris and the merger was finalised in June
2011.

The past year also saw one of the largest
independent CPA firms in China, ShineW-
ing, join Praxicy.

ShineWing has 2,300 staff in 14 offices
across Mainland China and is believed
to generate revenue of about CNY&00m
(%95m), which would make it the seventh-
largest firm.

In Africa, two indigenous South African
firms, SizweNrsaluba VSP and Gobodo,

joined powers, creating SizweNisaluba-

The Morison International firm is neck-
and-neck with Grant Thornron South Afri-
ca as the nanon’s fifth-largest firm.,

The Big Four have been busy acquiring
specialist consulting firms in the past fiscal
VEar.

Andrew says KPMG is trying to spot
small boungue consulting businesses with
good intellectual property, which could be
used throughout the network.

“We are not in the game of looking ar
large scale :nnsulting ACGUISItioNs as you
have seen from Deloire and PwC, we just
don’t think that is the right model for us,”
he says.

Firm leaders are reluctant to reveal deals
in the pipeline, however consolidarion and
expansion is expected to continue,

Barnes says, for Baker Tilly Interna-
tional, the US presents a fantastic growth
OPPOTTURNITY.

“There have been a number of acquisi-
tions in the US,” he says.

“Thar is mainly because if you look at
the US top 100 firms, they are relatively
small in the 50 1o 100 level compared 1o the
firms in the UK.

“] think those firms have realised they
need 1o be larger and more national and we
are to see more consolidation.”

www.InternationalAccountingBulletin.com
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A regional breakdown
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Top 15 networks and associations
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Top 15 networks and associations
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the Middle East despite uncertainty caused
by the Arab Spring.

“] believe that the Middle East will be a
tremendous area of opportunity for Grant
Thornton and all the accounting firms,”
Mushaum says.

“The risk of course is that at least in some
of these countries, the turmoil will continue
and then there will be a dangerous politi-
cal situation. OF course it's harder to make
investments when there’s political imstabiliry
and particularly when there’s fear for loss of
life. S0, there are some risks but we see that
as potential.”

Larin America is another booming region
but only brings in a few percent of global
revenues for global accounting firms.

BDO%s van Rockel says growth varies a
lon, especially in some of the larger econo-
mies “and in some of the smaller economies
it has become a bit more challenging”.

Hofmann says PKFs performance was
very good in Mexico due to a new addi-
fon.

“The problem in Latin America is in local
currencies,” he says.

“Firms are performing extremely well but
when you convert the figures to US dollars it
decreases and looks very much different due
to currency fluctuations,”™

In Europe, growth is more or less flat
but firm leaders are more concerned about
looming EC audit regulation and the
CUFGEONE CTisIs,

“{In the back of the information provided
by our members we expect some growth for
the coming years but it is not expected to be
high,” van Roekel says.

“Especially, if the curozone crisis is
expected to carry on in the coming year,
which will continue to have an effect on the

B WORLD
Average growth of firms by country
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economics in Europe and as a result on the
business of our member firms.”

Regulation: A profession divided

The Big Four business madel is under artack
as authorities from both sides of the Atdan-
tic consider proposals that could change the
way andit firms are structured and the nature
of their work.

In November 2011, EC Invernal Markets
Commissioner Michel Barnier announced a
raft of proposals thar must now find a pas-
sage through EU parliament before being
enshrined in law.

They include further restrictions on non-
audit services, mandatory firm rotation every
six years, mandatory re-tendering, audit-only
restrictions on firms thar have a high market
share and harmonisation of audit oversighe
across the ELL

In the US, there is talk about mandatory
rotation and independence. US audit authori-
ties are also negoriating with their Chinese
counterparts to allow the Public Company
Accounting Oversight Body (PCAOB) to
inspect Chinese firms thar audic US-listed
companies,

India is in the process of relaxing its daved
partnership capping rules to allow firms
to increase in size and depth, while Indian
authorities are looking at regulation to try to
prevent another Satyame-style fraud.

The most controversial proposals are being
debated in Europe and could have a huge
impacts on the way firms are structured and
operate globally.

Andrew says the firm is disappointed by
the consultation process that led o the EC
proposals,

“Where we have issues is proposals thar
are described as “audit quality proposals’,

== GOP growth

g Rufliefin country survweys in 2011.
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but in fact they are really addressing marker
concentration issues,” he says, “Frankly, the
one thar disturbs [me] most is the audit-only
firm proposal. That is nonsensical is terms of
the requirements of doing modern scale audie
for global clients these days.”

Under the proposal, if a firm has more than
409% of market share of publicly listed com-
panies in any ELl country, it can only operate
as an audir firm.

“You are not allowed to have a tax or
advisory business artached o vour busi-
ness, which would mean we would have two
choices: either reduce the audit share below
40% or decide to spin off our advisory and
tax businesses. We are pretry clear the lart-
ter is not acceptable to us and we'll remain a
multidisciplinary firm,” he says.

“The question is do you want the EU rell-

www. InternationalAccountingBulletin.com
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ing you how many audits you can do in a
particular country. [t just seems absurd 1o us
that someone from financial regulation can
do so, This is not the competition authorities
asking for this, it's the financial regulator.”

Another proposal Andrew dislikes is the
option to extend an audit engagement from
six years 1o nine years if the company has
mare than one auditor.

“If your joint audits are reliable, why
would we share our risk with a firm that
i5 small and don’t have the capability o do
these things?™ he says.

A draft EC proposal document, leaked to
the media in Ocrober, proposed mandatory
joint audirs bur this was removed when the
final proposals were unveiled in lare Movem-
ber after intense lobbying.

Arford is one of many mid-tier leaders who
was disappointed by mandatory joint audit
being dropped from the agenda.

“We are hopeful that it can be reinstated in
furure discussions,” Arford says. “We believe
joint audit remains the most appropriate way
1o increase the participation of middle mar-
ket audit nerworks and firms in the audit of
large public interest entities.™

Baker Tilly International chief executive
Geoff Barnes believes mandarory joint audirs
wotld have been “a grear way o address the
imbalance and |provide] wider choice™.

W RECRUITMENT

“1 know the comments are that maybe the
middle marker firms don't have the resource
to step up 1o this and 1 think there is some-
thing in that,” he says.

“1 think for us to suggest that Baker Tilly
International can rake on the joint audit of
HSBC Group tomorrow is foolish thinking.
Bur whar it does do is [provide].the poten-
tial [for mid-tier firms] to [grow and do joint
audits] going forward.”

In the US, the PCAOB is dealing with rwo
regularory 1ssues: an audit firm rotaton pro-
posal, which has not been well received, and
enabling joint inspections with the Chinese
regulator

Andrew says that while the Chinese and
US awrhorirties are at loggerheads, firms thar
audit Chinese companies listed in the US are
i 4 precarious posiron.

“Ir is difficulr, because we are caught in the
middle,” he explains.

“We are between two different policy posi-
rions, berween two governments, And, in one
sense the US asks us to produce audit work
papers, while China is telling us we can’r.”

Deloirte China has been struggling with the
requests of both the US and Chinese authon-
ties over its audit work of former client Long-
top Financial Technologies.

The PCAOBE is actively pursuing agree-
ments with regulators in several countries

Job prospects predicted to brighten in 2012

Accounting networks have increased their
workforces by an average of 5% despite
slow job markets in the US and Europe.
The Big Four grew headcount by 4% 1o 8%
while mid-tier groups mostly grew between
19 to 5% increases.

Larger growth rates in International
Accounting Bulletin’s staff table reflects
growth by firm additions, mergers and
acquisitions. For example, the recent combi-
nation of US firms LarsonAllen and Clifton
Gunderson helped boost Nexia Internation-
al's global headcount by 15%.

Most recruitment activity focused on pro-
fessionals while administration or back-of-
fice staff remained fairly stagnant. This indi-
cates firms are still conscious of maintaining
a low cost base but are willing to invest in
qualified talent where required.

A recent International Accounting Bulle-
Fint recruitment survey indicared thar more
than half of respondents (58%) expect to
hire more full-time accountants in 2012
than 2011.

Forty-seven percent of employers sur-
veyed — mainly at accountancy firms — said

www. InternationalAccountingBulletin.com

they expected to increase recruitment by up
to 10%, while 11% expect larger increases.

More than two thirds of new hires will be
graduares and newly qualified accountants,
followed by mid-level accountants (27%)
and senior management (3%}, the survey of
173 firms found.

By job type, most recruitment (60%) is
aimed at audit and assurance services, fol-
lowed by core accounting (18%), such as
bookkeeping and transaction processing,
and taxation (179%).

Recruitment acrivity is expected to be
heavier in developing regions of Asia, Latin
America and Africa.

“The main change for 2012 will be
increased recruiting of accounting graduares
for audit and tax work,” says Crowe Hor-
wath International chief executive Frank
Arford.

*“[ have heard thar there iz a serious short-
age of audit and tax professionals at the
critical three- to five-year experience level,
because lower recruiting caused by the glo-
bal recession left a gap in this key experience
range.”

that would enable the warchdogs personnel
o inspect the audic work of foreign auditors.
Coupled with the PCAOBR's consultation on
audit firm rotation, this could discourage
foreign companies from listing on US stock
exchanges,

“Such acriviry [joint inspections] may
prove to be a further disincentive to listing in
the US," Arford savs.

In 2012, the profession hopes the Securi-
ties and Exchange Commission will finally
make a long awaited decision on whether ro
adopt IFRS in the U5, The signs are that the
US regulator will eventually allow .

Andrew says if the US is actively engaged
in international standard-sernng it would be
good for the profession,

“Whereas, I think if they stay out. They
will become increasingly isolated and less
influential in the development of interna-
rional standards,” he says,

MNushaum was recently asked if US adop-
tion of IFRS is going down a similar path
to U5 plans to introduce the metric system,
which was controversially ditched because
decision makers sar on it for too long.

“If vou go back 20 years, we all ealked
about moving forward to the metric system,
but it never seemed to happen. [ think there
is 2 risk thar could happen with IFR5,™ he

WWOATTES.

KPMG Internarional chairman Michael
Andrew says the network has ramped up its
recruitment plan.

“We are looking to take on 75,000 gradu-
ates in the next three vears and that's a fairly
large increase in intake, but there's much
demand we foresee in the new and emerg-
ing markets,™ he says.

“We would rather over-invest in and be
prepared to move some people around the
world.”

Andrew also believes that “Barnier type”
proposals are forcing the network to pause
and carefully consider its future recruitment
strategy in the EU “until the issue of the
business model is resolved™.

PwC International chairman Dennis
Nally says competition for talent has never
been as fierce in both developed and devel-
oping markers,

“The ability to compete in this global
market place is going 1o be dependant upon
our ability to really attract the very best tal-
ent to deliver services. | don't think it is a
unique issue to the profession or to Pw(C,"
Mally says, =
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“Idon't think its definitely going thar way,
but I think the risk is much greater today
than it ever was before. Whar they're talking
about now is the concept of incorporating
IFRS into US GAAR™

Legal minefield

As predicred in last vear's reporr, audic firms
have been in the firing line of lawyers in the
past year.

In the UK, the accounting disciplinary
body handed PwC UK a record fine of £1.4m
i$2.17m) over its handling of JP Morgan
securities audin, The firm is also facing an
inquiry into the handling of Barclays Capi-
tal audic from 2001 ro 2009,

In Ireland, a formal ::mnplaint was filed o
the [rish accounnng warchdog against E&Y
Ireland in relation to its role as auditor of
Anglo-Irish bank.

The fallout from India’s largest corporate
scandal, Satyam, is sull unravelling. PwC
and Satyam are launching civil suits against
each other over liability of the fraud.

The Institute of Chartered Accountants of
India has begun taking acrion against PwC
India audit managers imposing lifetime bans
and 59,706 fines.

In Japan, KPMG and E&Y are being
investigated by Japanese authorities over
their potential role in the Olympus fraud
but an Olympus backed investigation has
cleared the auditors of blame.

Although litigation will continue across
the world it is the US where the majority of
large suies are filled against auditors,

B WORLD
Top 10 networks by tax revenue

Motes: The growth rate has been worked out by cosgaring
Intemational Accounting Bulletin service line data from 2030
and 2011, which are the Figures reported to this magazine.
This table dois mot indlude assocations of independent
fierms, Source: Indernational Ancoushing Rullstin
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KPMG was confronted with a $350m
suit for gender discrimination in June and
almost all of the US Big Four could be facing
an overtime pay suit as a law firm alleges
they have not been paying trainees overnime,
which could lead to a class action,

Among the mid-tier, BDO US was instruct-
ed to pay $91m in damages over allegedly
concealing information during an audit of
bankrupt real estate company Grand Court
in February.

“Where there is an international element,
I think claims against auditors are more like-
ly to be pursued in those jurisdictions where
auditors are less well protecred than, say, in
the UK,” says Jane Howard, a partner ar
law firm Reynolds Porter Chamberlain,

“Where there is a choice of forum, the
US may be preferred by claimanes, Owver the
last 10 years, many of the claims we have
seen involving international networks have
tended 1o be brought in the US.

“That said, class actions can arise in many
different jurisdictions where audirors oper-
ate. Many of the larger firms [and networks|
have grown rapidly in India and China for
example and it remains to be seen how that
will play out in terms of the growth of a US-
style litigation culture.™

Howard believes that over time, associa-
tions will opt to become networks in a simi-
lar fashion ro Kreston International’s recent
move to become a neowork.

“Within the “associations’, it is often the
US firms that don’t want to adopt the “net-
work” structure as they feel thar will increase

W WORLD
Top networks by consultingfadvisory revenue

Wodes: The growth rate has been worked cwt by comparing
International Accounting Bulletin service line data from 21000
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their risk, but that doesn’t necessarily fol-
low. Those risks can be managed [if not
eradicared),” she says. “I think we will see
a continuation of the rrend that has acceler-
ated over the last five years of organisations
that were once assoOCiations sSTEPping up 1o
the plate and becoming networks — putting
in place proper systems, controls and qual-
ity checks and seeking to reap the commer-
cial rewards of a common brand.

“Global nerworks are much more aware
of the risks these days, because of the flood
of liigation that we have seen over the last
10 vears. Bur, the ultimare ourcome of the
majority of the cases has been favourable to
the auditors and accountanrs,

“Thar said, [ think the networks need to
remain vigilant and make sure they moni-
ror how member firms around the globe are
representing themselves and their relarion-
ship to the ‘umbrella’ and other members.”

Consistent growth has been restored o
the global accountancy marker, led by Asia-
Pacific and Lanin America.

Demand across core service lines should
remain strong in 2012 and firm leaders are
optimistic thar transactions services should
start to return. The threat of a double-dip
recession and the sovereign debr crisis could
create a new set of headaches in the current
fiscal. Firm leaders say regulatory changes
and the economy are two of the major con-
cerns as the role of the auditor and business
models are under heavy scrutiny.

Firms will be profitable but a period of
uncertainty looms. =

B WORLD
Top 10 networks by audit revenue

Mobes: The growth rate has been worked out by comparing
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Leading accounting networks and associations: who's who
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Integra International

Reanda International

Tel: +32 2 778 0130; Fax: 32 2 778 0143; Email: mvanrockel@bdointernational.com;
Webrsite: www. bdointernational.com

Tel: «&52 3101 4822; Fax:z +852 3101 4811; Email: frankling@reanda-international.com;
‘Website: www. reanda-international.com

Frankiin Lay
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Firm movements

Addwed: Chiampou, Travis Besaw & Eershner (UIS), Silver, Lerner Schwartz & Fertel (US), Caramanti Ticozzi & Partners (Ttaly), Kanzles Hifer & Goller
{Ttaly), WIRA (Germany), Gutierner Guadamuz & Co (Micaragua), Confiance Auditores (Bragil), Chin Chien (Taiwan). Lost: Pender Hewkirk (U5),
Hochfelder Weber (UIS), Wong Brothers {Hang Eang), Pohjais Sucmen (Finland), Kane & Compary (US), Cowan Buldoc Doherty (US), Fagundez y
Asociados (Venezuela), ETAE (Brazit), Bluestone Accountants & Belastingadviseurs (Netherlands), 0¥ Advocats (Spain), Barcelona Auditors (Spain)

AGN Imtermathonal

BOO Merged: Canada; The following firms menged with BDO Canada: Tadman Homstein (Winmipeg); Michael Banks (Burlington); Robinson & Company
(Guelph): Demers Hutson (Chatham): Bill McCulloch and Associates (Edmonton); Nadler and Compary (Markham): Newton & Company (Dttawa);
Cloutier Brisebois (Ottawa); Daye & Co (Edmonton). France: FIDEA merged with BDO France (Mantes, Cholet, Le Mans, Les Herblers, Challans, Saint-
Gilles-Croix-de-Vie, Les Sables d"Dlonne, La Roche-sus-Yon, Pouzsuges, Fontenay-le-Cosmte, Bressuire). Germany: AWT Horwath GmbH merged with BOO
{Munich), Hong Kong: Grant Thormton Hong Kong merged with B00 Limited Hong Kong. South Africa; Grant Thomton Pretoria merged with BDO South
Africa (Pretoria). Spain: Engloba Auditores [Seville) and Rausell & Partners (Zaragoza) merged with BDO Auditores. Switzesland: Pennone & Partners
merged with BDO (Geneva). Added: Albania: BDO Albania (Tirana); Algeria: B0 Mlgérie, formerly ORFICO (Algiers); Azerbafjan: BOO Azerbaijan
{Baku): Belarus: 800 Belarus, farmerly KPMG Belarus (Minsk): Brazil: BD0 RCS Auditones Independentes, formerly Crowe Horwath BCS (Belo Horizonte,
Curitiba, Porto Megre, Recife, Sao Jose dos Campos, Sao Paulo); Greece: Delta Certified Public Accountants SA (Athens, Thessaloniki); Iceland: BDO
{Reykjavik); Japan: BDO Toyo & Ca (Nagoya, Osaka, Tokyo): Kosowo: BDO Kosova (Pristina); Lebanon: Semaan, Gholam & Co (Beirut); Mexico: B00
Castill Miranda, formerly Castilla Miranda y Compania (Aguascalientes, Guadalafara, Mexico City, Monterrey); Tajikistan: BDO, formerly Asian Business
Group (Dushanbe). Lost: Brazil: B0 Auditores Independentes (Belo Horizonte, Brasilia, Goiaria, Londring, Porto Alegre, Ribeirso Preto, Rio de
Janeina, Salvador, Sao Jose dos Campos, Sao Paulo); Mexico: BDO Hernandez, Marron y Ga (Cancun, Gudad Juarez, Guadalajara, Mazatlan, Merida,
Mexicali, Mexico City, Monterrey, Puebla, THuana, Toluca, Veracruz); Cyprus: B00 Business Services-OneWorld (Nicosia); Greece: B0 Certified &
Registered Auditors (Athens, Patras, Thessaloniki)

CPA Associates Admitted: members in Jersey, Channel Islands; Cairo, Eqypt; Murich, Germany: Guatemala City, Guatemala; Johannesburg, South Africa; Tzmir, Turkey;
i aﬂmmmu&bﬂhmwinmbﬂhﬁm

Merged or acquired: 1M Global (UK}, Horne (Canada), Cyan (South Africa), Traverse Technologies (LI5), Atom Consulting (Japan), SAHA International
{Mustralia), Agreon (Australia), Domani [US). Clear Carbon (US), Curach Consulting (Ireland), Managerial Design [Canada), MarketPoint (U5), Altos
Management (US), ProcessPartners AS (Norway), Macquarie Partners (Australia), Jackson Brown (Australia), Homocks Mckab (New Zealand), Openside
{US), Acoess Econoamics (Australia), Samarbeidende Revisorer (Norway) Oco (US), Aqua Media {Aurstralia). Seven South-East Asian firms joined
together to form 1 firm, thereby adding 1 firm (named Deloftte Southeast Asia) and decreasing the number of MFs by 7 to 47, Lost: Guam, Indanaesia,
Malaysia, Philippines, Singapare, Thailand and Vietnam

Acquired: Liskens & Co Accountants en Belastingadviseurs (The Netherlands, Rotterdam). Added: ECOVIS Argentina Ramogning de Albaladejo &
Asociados (Argentina), ECOVTS Accounting Service (Belarus), ECOVTS Legal (Belarus), ECOVIS UBLI (Croatia), ECOVIS XAT Tax Corporation (Japan),
ECONTS Primekn Audit (Macedenia), ECOVIS Milczarek & Partners Law Firm (Poland), ECOWIS Audit Advance (Russia), ECOVIS Trustnet Alliance

{Singapore), ECOVIS KDH Partners (Tunisia), Lost: ECOVIS Finland Oy (Finland), ECOVIS Haydon Chartesed Accountants (Ireland)

Euradudit International | Adeed: Mendara Luque y Asaciados (Lima, Peru); Treuhand Union (Munich, Germany); Audit Services (Taghkent, Uzbekistan): Tax Account (Sofia,
Bulgaria); Cabinet Dieng et Associés Sarl (Dakar, Senegal); Roberts Nathan Corporate & Private {Dublin and Cork, Ineland); Nejstosard B Vetlow
{Alleroed and Hvidovre, Denmark), Lost: Cabinet Fall Moshamedoune (Nouakchott, Mauritania); Ruben Papa-BP Consultores (Buenos Aires,
Argentina); Ferral de la Fuente (Mexico City, Mexico): Eurafuedit BX (Sofia, Bulgaria); Klake Group (Shanghai, Beijing. Schenzen, Hong Kanag)
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GMH International Gabmed: 3 firms in Australia, 1 firm in India, the U5, Bolivia, Guatemala, Costa Rica, Sweden, 2 firms in South Africa. Lostz 2 firms in US, 2 firms in
Poland, 1 firm in Tanzania, 2 firms in the US and 1 firm in Jersey

HLB International Merged: Exsnerlubin with WithumSmithe Brown (US): HLE Fast & ABS Auditores acquines Jiménez y Asociadus (Colombia). Galmed: HLB Azerbaijan
{Azerbaijan); Thejiang Dewei (China); Studio CD Tax and Law (Italy); Auditing firm Almaz and JAC Centerawdit-Kazakhstan (Kazakhstan); Sia
Auditorfirma Inspekcija (Latvia); SC Contexpert Consulting (Ramania); Evelution (UK); AASC Limited (Vietnam); Ali Mohammed Al-Haj & Co (Yemen).
Lost: HLE Smeaton (New Zealand); HLB Zespol Doradcow Podatiowych Jacek Coernecki (Poland)

IECret Added: affices in Eqypt, Cameroon, Slovenia, Nigeria, Poland, Italy, Mauritivs, Mexico, Germany, Belgium, Kazakhstan, Lost: offices in Egypt, Jersey,
China

Integra International Added: Centeno Figuerca & Co (San Juan, Puerto Rico); (2M Chartened Accountants (Capetown, South Africa); Expansion de Negocios [Guatemala
City, Guatemala); Estudiodiavarro & Asociados (Asuncion, Uruguay): SIA Latimirs un Pertnen (Riga, Latvia): Chto delat Audit (5t Petérsbung, Russia);
Po Lao Manquez Benedictos, (Manila, Philippines). Lost: International Center for Consutancy (Baghdad, Irag)

Kreston International | Acquired: Hendrawinata Eddy & Siddharta (Indonesia); Kreston I0M (Mexico): CBIT MHM (US); Bishop Fleming (UK). Added: Oppenkoff & Radler
{Munich, Germany); ¥an Driel Frufjtier Resseler (Dondrecht, Netherlands); Bentheys, national network (Australia); Caspian Business Consultants (Baky,
Azerbaijan; Zahur & Mostafiz (Ohaka, Bangladesh); China: Huapu Tianjin CPAs (Beijing and 4 branches), China Huapu Tianjin CPAs (Besjing and &
branches). Tianjin Guangxin CPAs (Tianfin): Yong Sheng CRAS (Kunming): Hendrawinata & Reian (Jakarta, Indonesia); Professional Auditing Service
(Banghok, Thailand); DK Audit (Tashkent, Uzbeidstan); Wong Rabinson (Vancouver, Canada); GBH CPAs (Houston, US), Last: Acceptor Professional
Directors MK Limited (Hong Kong) was acquired by Vistra Holdings: Evans Martin (Ontario, Canada) was acquired by MKP (Praxity). Memberships
terminated: in Ecuador, Nicaragua and Peru

Leading Edge Aliance Added: Marks Nelson Vohland Campbell Radetic (Kansas City, US); Kemper COPA Group (Greenfield, US); Khalid Majid Rehman, Chartered Accountants
(LEA) (Istamabad, Pakistan)Honor Audit And Advisory (o { Bangkok, Thailand): Ashraf Bassas CPA (Jeddah, Saudi Arabia): UNEXIA (Casablanca, Morocca):
Certified Master Auditors Incorporated (Midrand, South Africa); PT. GT Indonesia (Jakarta, Indonesia); DNN Corp, Audit & Consulting (Panama); Lo

Hock Ling & Co [ Singapore). Lost: Thompson Dunavant (Memphis, US)

MBI Admitted: firms in Georgia, Kazakhstan, UK, US, Thailand, Denmark, Ttaly, Bangladesh and Uruguay. Lost: member firems in Denmark, Finland, Karea,
Netherlands, EL Sabvador, Puerto Rico and the US

Merged: South Africa; SizweNtsaluba merged with Goboda & GMT ta form SizweMisalubaGobodo: Canada: Stark & Marsh acquired financial services
firm, Swift Current; France: Aplitec acquired FIGESTOR (Paris). Added: India (Mumbai, Bangalare, Pune); Denmark (Helsingor); Belgium (Hasselr,
Antwerp, Genk and Herentals); South Korea (Seoul, Changwon, Daegu, Dacjeon, Mokpe, Gangnam): Veneruela (Carscas): Mexico (Mexico Ciy,
Cancun, Celaya, Chibushua, Guadalajara, Tijwana); Japan (Tokyo, Nagoya): Remanda (Bucharest, Cluj-Napoca, Timisoara): Marocco (Rabat): Cameroon
(Dowala); US (Mew York, Long Island, Grand Cayman, Westchester); UK: (Newcastle, Nosthumbenand, Stockton-on-Tees, Birmingham). Lost: Ttaly
{Rome}; Romania (Bucharest)
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PEF International Merged: Mexico: existing PEF Firm merged with BDD practice. Gaimed: RWS Riedel . ' “ﬂg
Appel Hornig (Heidelberg, Germany); PKF Attest, Bilbao, Seville & other locations in L g
Spain; PEF Zimbabwe, Harare: PKF (Belgrade, Serbia); PKF Pacific Hawaii, (Honolul, Editor: Arvind Hickman
Hawaii); RJ Pile (Indianapolis, Indiana); Hottzman Partrers (Austin, Texas); Holbrook wm“’“
B Manter (Colombies, Ohin). Lest: PKF Swaziland; Kresten Foged (Denmark): PEF Hill AT
(Taronto, Canada); McDamiel & Associates (Alabama, U5) Hmﬂhm““
Email: !
Tk o404 ()20 7563 5619
Email: ana, qyarkos@vrifinancialmews. com
Pwl Merged: Pwd Denmark merged with Grant Thormton Denmark, Acquired: PRTM, t‘:‘ﬁm‘ 7563 5618
Folio Technologies and ISH (US); & offices in Krasnodar (Russia); PRTM (US); office
in Fangsy (China); Avantis (Auitralia); Ascure and SV Mansgement (Belgium):
JRS Partners, Infotech and Robichaud Conseil (Canada); Ayel (Moroceo); Progena m‘;‘:‘
and audit & compliance (Lumembourg); Trustonamy and Proxyon (Netherlands); Email: 3ndy coak@hvrifinandialnews com
Rewisarsenteret and Accountonit [Norway). Lost: insobrency division in Gloucester Chiel Sub-sditor: Mark Armitage
purchased by Magars (UK} Suleadticn Baitrics Foret
- ; : Sales & Marketing Director: Sasah Woskien
Tel: +44 (0)20 7563 5650

Added: Provisional: RSM Guru Group (Botswana): RSM BX (Bulgaria); KC Public
Accounting (E Salvador): Correspandent: Premier Consulting Co (Cambodia); Gorzalez
Uribe (Costa Rica); CCM Audit & Consail (Tvory Coast); De Levante y Asoriados
{Panama). Lost: Correspondent: 5M Soriano, Martiner & Asociados (Dominican
Republic)

SMS Latinoamgrica Acquined: Hirathima & Associades (Brasil, Sao Paulo); Consultoria Nacional Contable
{Colombia, Bogotd): Despacho Luis Carlos Umafa Asociados y Consultones (Costa Rica,
San Jos€). Lost: Marambio B Asociados (Venezuela, Caracas)

Added: Cpasnet.com (30 firms across the US): PorterHetu (42 Firms across Canada);
Trade elements (Shangai, China)

Source: feternational Accownting Bullatin
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