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For our cover story this month we take a trip to the industrial heartland of South Wales 
to talk to Robert Bizzell FCCA, finance chief at Tata Steel Strip Products UK. Everything 
about this steelmaking business is big, including the numbers. See page 14

STORM IN A COFFEE CUP
Last Christmas it was Vodafone and Top Shop. This festive season it’s 
been the turn of Starbucks to find its outlets targeted by protesters 
accusing it of avoiding its ‘fair’ share of tax. 

The coffee giant’s reaction – to voluntarily pay around £20m in 
corporation tax over the next two years – adds a new twist to the 
increasingly heated tax avoidance debate. It also highlights what 
promises to be a big issue for all businesses in 2013 – public trust.

Starbucks took out full pages in national newspapers to announce its 
decision, describing trust as the company’s most important asset and 
the driver for its decision. It sets an intriguing and difficult precedent 
for other companies under fire over their tax affairs, and does no 
favours for the public image of  the UK tax regime.

But how far it will rebuild trust – or at least reduce the guilt pangs 
some might now associate with drinking a Starbucks cappuccino – is 
another question. For a start, there is the cynicism over Starbucks’ 
assertions that it has been largely loss-making since it first came to 
the UK 14 years ago, something it has been at pains to explain, but 
about which even the members of  the Public Accounts Committee, in 
their damning December report which kickstarted events, said they 
found difficult to believe. This lack of  faith is concerning for corporate 
reporting generally, and not just as far as Starbucks is concerned.

But even for the less cynical, the idea that a company can use its 
financial might to muscle its way to a 31% share of  its market by 
operating at a loss over such a long period – with dire consequences 
for many SME rivals – is something that many people may feel 
uncomfortable with.

The issue of  tax avoidance, with its blurred and shifting boundaries 
between tax planning, tax avoidance and ‘aggressive’ tax avoidance, 
not to mention the tricky concept of  ‘fairness’, is difficult enough. But 
public trust is an even more challenging and multifaceted concept.

Chris Quick, chris.quick@accaglobal.com

FRAUD IN FOCUS
Former Olympus 
CEO Michael 
Woodford refused 
to be fobbed off 
when the board 
stonewalled on 
his suspicions of 
high-level fraud 
at the company.
Page 19

LOSING LOSERS
Not every 
customer ends 
up on the right 
side of the profit 
and loss. Here’s 
how to spot – and 
stop – the ones 
who are a drain 
on the business.
Page 48

BIG 
AMBITIONS?
For your next 
move, check out 
www.accacareers.
com/uk

RESEARCH AND INSIGHTS APP
The new release of our app explores finance 
function transformation, in particular shared 
services and outsourcing. To download it, visit 
www.accaglobal.com/riapp, or just search for 
‘ACCA Insights’ in the iTunes App Store
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01 Heated talks at 
the Doha Climate 

Change Conference 
finally led to rich nations 
agreeing to compensate 
poorer nations for losses 
due to climate change

02Aston Martin, 
long associated 

with James Bond, 
received £150m from 
Italian private equity 
firm Investindustrial

03 Canadian Mark 
Carney was 

appointed governor of  
the Bank of  England 

04 Mary Schapiro 
quit as chief  of  

the US Securities and 
Exchange Commission

News in pictures6



05Chancellor 
George Osborne’s 

Autumn Statement was 
broadly welcomed by 
businesses. Osborne 
(left), cut corporation tax 
by an extra 1% to 21% 
from April 2014 and 
extended the temporary 
doubling of  the small 
business rate relief. For 
more, go to page 56

06 Starbucks will 
voluntarily 

pay around £20m in 
corporation tax over 
the next two years – 
regardless of  whether 
it makes a profit – in 
response to a public 
backlash over its 
perceived tax avoidance

07 Aerospace giant 
Rolls-Royce is 

cooperating with the 
Serious Fraud Office  
over allegations of   
bribe-paying in  
Indonesia and China

08 The National 
Audit Office 

refused to sign off  the 
accounts of  the Ministry 
of  Defence for the third 
year running, citing a 
lack of  evidence backing 
up the MoD’s valuation 
of  military equipment
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SHOPPING STORE

A DESERVED ESCAPE?
UK bosses came low down in the table 
of those frowning on employees taking 
time off for holidays, according to 
Expedia. Its Vacation deprivation 2012 
survey of over 8,600 employees in 22 
countries gave the dubious honour of 
top unsupportive spot to South Korea; 
Norway’s bosses were most supportive.

SHAREHOLDER SPRING AN ILLUSION?
In 2012 the number of AGM resolutions on remuneration reports attracting 20% or greater opposition or 
abstention rose among mid-sized plcs but fell heavily among the blue chips, a KPMG report has revealed.

HOT TO SHOP
A CNN Travel survey ranking the best cities in the world to shop in on the basis of ease of travel, value, 
variety and experience has concluded that London remains one of the world’s top shopping destinations.

275
Number of  
staff  axed by 
KPMG after a 
restructuring 
in 2012. The 
firm had 
originally 
planned 
to make 
around 330 
redundancies, 
but was able 
to redeploy 
more staff.

£77m
Extra annual 
funding for 
two years that 
HMRC has 
been given 
to tackle tax 
avoidance by 
corporates. 
The move 
follows a call 
by the Public 
Accounts 
Committee 
for greater 
aggression by 
government 
in confronting 
tax avoidance.
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CHIPS STACKED HIGH FOR BRICs MARKETS 
The BDO ambition survey 2012 finds that CFOs’ appetite for risk 
has been cut by the economic crisis. The global survey of CFOs 
from mid-sized companies found that nearly half plan increased 
investment in the ‘safe havens’ of Brazil, Russia, India and China.

TAX TAKES A BITE  
Two new surveys provide a snapshot of the global tax picture. KPMG’s individual income tax and social security rate 
survey, covering 114 countries, concentrates on top personal tax levels, while Paying Taxes – produced by PwC, World 
Bank and the International Finance Corporation – compares tax systems across 185 economies.

SOWING THE STARTUP SEED 
The Startup ecosystem report 2012 from Telefónica Digital and the Startup Genome reveals that while Silicon Valley in the US 
is still the top startup location, flourishing communities in Latin America, Europe, the Middle East and Asia are catching up.

TAXABLE INCOME LEVEL (US$) WHERE HIGHEST RATES 
OF PERSONAL INCOME TAX TAKE EFFECT

TOP RANKED TAX REGIMES

29% 2011 45% 2012
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NEW JOBS FOR AUDIT STAFF
Former Audit Commission staff  have 
been snapped up by Grant Thornton 
and Ernst & Young (EY). About 300 
commission employees have been 
recruited by Grant Thornton into its 
public sector assurance practice, 
making the firm ‘the largest provider 
of  assurance and advisory services to 
public sector bodies in the country’, 
it claimed. The new staff  will assist 
the firm to fulfil local authority audit 
contracts won under tender earlier 
this year. Another 153 former Audit 
Commission staff  have been taken on 
by EY, which also won tenders for local 
public sector audit contracts.

EY SUED OVER ANGLO IRISH 
Ernst & Young is being sued over its 
audits of  the former Anglo Irish Bank. 
The Irish Bank Resolution Corporation, 
which has taken over the operations of  
the insolvent and nationalised Anglo 
Irish, confirmed that it had issued 
legal proceedings against EY. The 
firm said: ‘Although EY is aware of  
proceedings issued by IBRC (formally 
Anglo Irish Bank), we have not formally 
been served with [them] nor have we 

received a statement of  claim setting 
out the details of  IBRC’s claim…. We 
have consistently said we stand by the 
quality of  our work performed in the 
Anglo audit and will vigorously defend 
any such proceedings.’

EY FACES FAREPAK COMPLAINT
EY and its partner Alan Flitcroft 
are subject to a disciplinary formal 
complaint from the Financial Reporting 
Council’s executive counsel, over the 
audit of  the failed Christmas shopping 
saving scheme, Farepak. The company 
and its parent went into liquidation 
in 2007. The filing of  the complaint 
followed the completion of  a counsel 
investigation, which concluded that 
the audits failed to properly consider 
material events that occurred between 
the date on which financial statements 
were prepared and the date they were 
issued. It also said the audit failed 
to obtain sufficient audit evidence. 
EY said it would be inappropriate to 
comment before the tribunal.

‘LIMITED’ CHANGES TO IFRS 9
The International Accounting 
Standards Board (IASB) has published 

proposals for ‘limited’ changes to 
IFRS 9, the financial instruments 
standard, as part of  a broader project 
to reform the accounting of  financial 
instruments. The proposed changes 
would narrow the differences with the 
US Financial Accounting Standards 
Board (FASB) classification and 
measurement model and take into 
account the interaction between how 
financial assets are classified and 
measured and how they are accounted 
for with regard to insurance contract 
liabilities. KPMG said although the 
changes were called ‘limited’ they had 
far-reaching impact. It said they were 
helpful for insurers, but warned they 
could increase balance-sheet volatility 
for some financial services firms.

ACCOUNTANTS IN DEMAND
Newly qualified, mid- and senior-level 
accountants are in demand because of  
what the 2013 Robert Half  Financial 
Services Salary Guide calls the 
‘unstoppable rise of  new regulation in 
the UK financial services marketplace’. 
Stronger regulation has led to job 
creation and above-inflation pay rises, 
says the review. However, a survey 
conducted by recruitment advisory firm 
Randstad found that accountants’ pay 
has fallen behind since the onset of  the 
financial crisis, rising by 7.5% since 
2006, compared to 8.1% for lawyers 
and 11.4% for all UK employment.

IFRS ‘WILL GO AHEAD IN US’
US investors predict the country will 
eventually adopt International Financial 
Reporting Standards (IFRS), according 
to a survey conducted for ACCA by 
Forbes Insight. But the process will take 
time and require substantial investment 
in staff  and training, they warn. Some 
57% of  US investors surveyed in IFRS 
in the US: An investor’s perspective, 
said they expected the Securities and 
Exchange Commission to one day 
require reporting under IFRS. Some 
41% of  investors expect benefits to 
outweigh costs, with 29% predicting 
the reverse. International Accounting 
Standards Board (IASB) chairman Hans 
Hoogervorst said: ‘ACCA’s findings are 
consistent with anecdotal feedback we 

LAWSUIT FOR DELOITTE, KPMG 
Deloitte and KPMG are being sued by 
a Hewlett Packard shareholder over 
HP’s $11bn takeover of Autonomy in 
2011. HP took an $8.8bn impairment 
charge in its 2012 results, writing down 
the value of Autonomy’s goodwill and 
intangible assets. It alleges Autonomy 
committed ‘serious accounting 
improprieties, disclosure failures and 
outright misrepresentations’ prior to 
acquisition. This is denied by the firm’s 
former CEO, Dr Mike Lynch. Deloitte, 
Autonomy’s auditor, ‘categorically 
denies’ any knowledge of accounting 
improprieties or misrepresentations 
in the firm’s financial statements. 
KPMG said: ‘The claims made 
against KPMG are based on incorrect 
understandings about the firm’s role 
in this matter and are without merit.’ 
KPMG added that it had not overseen 
Deloitte’s audit, nor did it review the 
audit work papers. See page 38 

10 News round-up
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hear from the US investor community.’ 
See page 32. IFRS in the US can be 
found at www.accaglobal.com/reporting

ACTION ON ISLAMIC FINANCE
The growth of  Islamic finance means 
urgent action is required on the 
harmonisation of  financial reporting 
standards, argues a joint report from 
ACCA and KPMG. The report was based 
on a series of  high-level international 
roundtables in London, Kuala Lumpur 
and Dubai. It calls on the IASB and 
the Islamic finance sector to jointly 
develop guidance and standards and to 
educate investors on sharia-compliant 
finance. The IASB should consider 
issuing guidance on the application 
of  International Financial Reporting 
Standards (IFRS) to certain Islamic 
financial products, recommends the 
report. See page 36.

STANDARD-SETTERS STEP UP
National standard-setters are to meet 
as advisors to the IASB, the IFRS 
Foundation has announced. The creation 
of  the Accounting Standards Advisory 
Forum was a main recommendation of  
the trustees’ strategy review, published 
last year. It will provide technical 
advice and feedback to the IASB. Hans 
Hoogervorst, IASB chairman, said that 
while it had a long history of  effective 
work with national standard-setters 
through bilateral arrangements, it was 
clear these are ‘no longer sufficient with 
so many countries now using IFRS’.

MERVYN KING WINS GOLD
Professor Mervyn King has been 
awarded the International Federation 
of  Accountants (IFAC) International 
Gold Service Award for his outstanding 
contribution to the accountancy 
profession. The award was made 
by IFAC president Göran Tidström 
at its annual council meeting in 
Cape Town. King’s promotion of  
integrated reporting, his contribution 
to improving corporate governance 
and his role as chair of  the King 
Committee on Corporate Governance 
in South Africa were all cited. King is 
chair of  the International Integrated 
Reporting Council.

WARREN ALLEN TO HEAD IFAC
Warren Allen of  New Zealand has been 
elected as the new president of  IFAC 
for a two-year term. He took over from 
Göran Tidström at the IFAC annual 
council meeting in November. Olivia 
Kirtley of  the US becomes deputy 
president. Allen served on the IFAC 

board for six years and has chaired 
the planning and finance committee. 
He is executive director and recently 
retired partner of  Ernst & Young 
New Zealand. 

IR MOVES FORWARD 
A prototype of  the International 
Integrated Reporting Framework has 
been released by the International 
Integrated Reporting Council 
(IIRC). Paul Druckman, IIRC chief  
executive, said: ‘By publishing the 
prototype, we are encouraging 
businesses to start testing the 
principles of  integrated reporting 
and evaluating their relevance and 
applicability.’ A consultation draft 
of  the framework is due in April, 
with the final ‘version 1.0’ due in 
December. Progress towards integrated 
reporting has been advanced by a 
memorandum of  understanding 
for co-operation and collaboration 
between the IIRC and IFAC. ‘There are 
inherent synergies between the work 
of  IFAC and the IIRC in support of  an 
internationally accepted framework,’ 

 

explained IFAC chief  executive Ian Ball. 
www.theiirc.org

TOO MUCH INFORMATION
The IASB will hold a forum in London 
on 28 January to consider the challenge 
of  disclosure overload. The aim is to 
bring the IASB together with creators, 

auditors, regulators and users of  
financial statements to discuss how to 
improve the usefulness and clarity of  
financial disclosures. IASB chairman 
Hans Hoogervorst said: ‘It has become 
increasingly clear that we are suffering 
from disclosure overload. However, there 
are many reasons for this. Standard-
setters are not blameless, but neither 
are preparers, auditors or regulators.’ 
But he warned: ‘One investor’s 
disclosure clutter is another’s golden 
nugget of  information.’

EX-VANTIS TAX MD JAILED
A former Vantis Tax managing director 
has been jailed for his role over a tax 
fraud involving the manipulation of  
charitable status. Roy Faichney was 
given a prison term of  four years. He 
is the second Vantis tax adviser to be 
imprisoned over the offence, with his 
deputy David Perrin already serving an 
18-month sentence. The two shared 
£4.5m after fraudulently claiming £70m 
of  tax relief  for clients.

Compiled by Paul Gosling, journalist

LONDON TO LOSE TOP SPOT 
London will cease to be the world’s 
largest financial services employer by 
2015, says a report from economics 
consultancy the Centre for Economics 
and Business Research. Hong Kong 
will have more global financial 
services jobs than London within 
two years, while New York already 
has more employees in the sector if 
those servicing domestic demand are 
included. Singapore is also on track to 
overtake London. Report lead author 
Rob Harbron said: ‘Hong Kong has 
jumped from half London’s size to 
overtaking London within a decade.’

11Analysis
NOTHING BUT THE TRUTH 
Financial reporting is key to restoring public confidence,  
but it must be robust, informative and transparent, says  
PwC UK chairman and senior partner Ian Powell.



Politics

TOWARDS SUSTAINABILITY
Accountants must take a leading role in 
helping China to adopt environmentally 
sustainable business practices, 
according to a report from ACCA, The 
green economy: pushes and pulls on 
corporate China. The process must 
include government policies to cut 
carbon emissions or pollution levels, 
customer demands from outside the 
country, investors demanding greater 
disclosure on environmental, social 
and governance topics and improved 
reporting and accountability practices. 
ACCA’s chief  executive Helen Brand 
said: ‘While this paper looks at China 
and Hong Kong, it has impactful 
insights for a global audience too.’ The 
report is available at www.accaglobal.
com/accountability
 
SEC ACTION ON CHINA AUDITS
The China affiliates of  Deloitte, Ernst 
& Young, KPMG, PwC and BDO have 
been charged by the US Securities 
and Exchange Commission with 
violating requirements to produce 
audit working papers and sharing other 
audit documentation. The SEC said its 
investigators had been trying to obtain 
the documents for months. ‘The audit 
materials are being sought as part 
of  SEC investigations into potential 
wrongdoing by nine China-based 
companies whose securities are publicly 
traded in the US,’ said the SEC. ‘The 
audit firms have refused to cooperate 
in the investigations.’ The firms said 
they could not disclose the information 
without breaching Chinese regulations 
and were keen for US and Chinese 
regulators to reach agreement quickly 
on information sharing protocols. 

BREAKS FOR INFRASTRUCTURE
Tax incentives to promote capital 
investment in infrastructure are the best 
means of  boosting the UK economy, 
a KPMG report argues. Senior tax 
professionals in 57 of  the UK’s largest 
businesses said this could lead to 

tens of  thousands of  new jobs, a 12% 
increase in capital spending and a 17% 
rise in R&D. Margaret Stephens, global 
head of  infrastructure tax at KPMG, 
said: ‘Investment in infrastructure is 
a national imperative for the UK. The 
current tax system actually deters 
capital investment – for example, in new 
power stations, roads and rail. The UK 
is the only G20 country that does not 
give tax relief  for this expenditure.’

TAX POWERS FOR WALES
Fundamental reform of  Wales’s 
financial and tax powers has been 
proposed by a commission set up 
by the UK government. The Silk 
Commission recommends that the 
Welsh Assembly be given new borrowing 
powers and control of  some taxes, 
including business rates and stamp 
duty. It also proposes partial control 
over income tax, subject to Assembly 
approval, and comparable responsibility 
on corporation tax if  devolution is 
awarded to Northern Ireland and 
Scotland. Wales’s first minister Carwyn 
Jones said the report reflected the views 
of  the four main political parties. 

WEB TRADERS CAUSE ANGER
Retailers operating in the UK with 
bases in lower tax jurisdictions have 
been slammed by UK-based rivals 
and parliament’s Public Accounts 
Committee. Andy Street, managing 
director of  John Lewis, referred to 
an ‘Amazon problem’ of  tax-avoiding 
competition that will ‘out-invest and 
ultimately out-trade us’. Committee 
chair Margaret Hodge said: ‘Global 
companies with huge operations in the 
UK generating significant amounts of  
income are getting away with paying 
little or no corporation tax here. This 
is outrageous and an insult to British 
businesses and individuals who pay 
their fair share.’ The HMRC ‘lacked 
clarity when trying to explain its 
approach to enforcing the corporation 
tax regime’, she added. 

PETROS FASSOULAS
IRELAND’S TURN TO LEAD 
Ireland took over the rotating 
presidency of the EU’s Council of 
Ministers on 1 January 2013.

During its six months in the 
helm, it plans to focus on some of  
the immediate challenges, such as 
agreeing the EU’s seven-year budget, 
progressing efforts to complete 
economic and monetary union, 
including plans for a banking union, 
and a single supervisory mechanism 
for the EU’s banks. 

A bit closer to ACCA’s heart, 
Ireland will try to reach compromise 
on the accountancy and audit 
dossiers. ACCA has been very active 
on both files with the European 
Commission, the European 
Parliament and the Cyprus 
presidency, and will continue the 
work with the Irish presidency too.

Ireland also has SMEs high on 
the agenda and will be working 
to support the development and 
competitiveness of  the sector, 
another area where ACCA is active.

ACCA’s Brussels office will 
be closely monitoring the Irish 
presidency, as many of  its priorities 
can affect the activities of  our 
members across Europe.

Petros Fassoulas is head of policy, 
Europe and Americas, at ACCA
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T
he Welsh poet Dylan Thomas 
called Swansea ‘an ugly, lovely 
town’. One wonders what 
he would have made of Port 

Talbot, which sits 10 miles away at 
the opposite end of Swansea Bay. For 
holidaymakers heading for the beaches 
of Gower or Pembrokeshire who sweep 
through the town, it’s like driving 
through the industrial revolution. A 
tangle of pipes, chimneys, stacks and 
warehouses throw out vapour clouds 
that can be seen for miles around. This 
is the heart of industrial Wales.

The mile-wide strip between the 
seafront and the motorway is home 
to, among other things, a BP chemical 
works, the BOC industrial gas plant, 
three power stations and, dominating 
them all, the nine square miles that 
form Port Talbot Steelworks, or to give 
it its most recent name, Tata Steel Strip 
Products UK. The steelworks dominates 
the town in every sense and was for 
many years the largest employer in 
Wales; anyone who grew up in this area 
will know someone who works there.

This stretch of  the South Wales 
coastline became an industrial 
powerhouse in the mid-18th century 
when the combination of  abundant 
local coal, easy access to the sea and 
trading links with Cornwall made it 
an ideal location for copper and iron 
smelting. The first steelworks opened 
in Port Talbot in 1923 and has seen 
many reincarnations: the nationalisation 
of  14 steel companies to form British 
Steel in 1967; privatisation in 1988; the 
merger of  British Steel and the Dutch 
steelmaker Koninklijke Hoogovens to 
form Corus in 1999; and, most recently, 
the acquisition of  Corus by the giant 
Indian multinational Tata in 2007.

There are not many who can say that 
they have seen most of  those changes 
first-hand but Robert Bizzell, director 
of  finance and business services at 
Tata Steel Strip Products UK, is one 
of  them. He first walked into the 
steelworks 43 years ago, at the age 
of  17, mainly because that was what 
you did if  you were a young man living 
in Port Talbot in the 1960s: ‘I was in 
the sixth form at school but had too 
good a time, shall we say, so the choice 
was either to repeat a year or join the 
steelworks.’ Keen to start earning, he 
joined British Steel as a clerical trainee 
which was, he says, the ‘bucket of  cold 
water’ his teenaged self  needed. 

‘I spent the first two years working 
three months in a variety of  different 
departments,’ he says. ‘I realised that 
I needed to do something academic, 
and I had a mathematical brain, so 
it was a logical leap to train to be an 
accountant.’ He began a day-release 
course in business studies at the local 
college before deciding to take the 
ACCA Qualification. 

‘That was quite an unusual step 
at the time as our work was mostly 
cost accounting, so people tended to 
take CIMA,’ he recalls. ‘But I thought 
I might want to work in practice or in 
finance at some point, so I decided 
that the ACCA Qualification would give 
me more opportunities.’

It proved to be a good move. 
Bizzell spent the following years 
steadily moving up through the huge 

organisation but, most critically, seeing 
for himself  just about every aspect of  
the workings of  the plant. The fact that 
he has first-hand experience of  every 
stage of  the steelmaking process gives 
him an unparalleled understanding of  
how the company works and also, it is 
clear when we tour the plant later, the 
respect of  the steelworkers.

‘Massive organisation’
It’s difficult to comprehend the sheer 
size of  everything about this business – 
from the physical bulk of  the equipment 
involved to the massive financial scale. 
The turnover of  the Steel Strip UK 
business, comprising the Port Talbot 

site and its sister site in Llanwern, near 
Newport, is £1.7bn a year. ‘It takes 
years to understand how everything fits 
together,’ he says. ‘This is a massive 
organisation – you probably won’t 
find many that are bigger – and the 
numbers, read on their own, are largely 
meaningless. It’s what sits behind the 
numbers that is important and there’s 
an event behind every figure. If  you’re 
worth your salt, you need to really 
understand the business.’ 

As director of  finance and 
business services (which includes 
responsibilities such as property 
management, security, fire and safety, 
and administration), 250 people report 
to him, and every Thursday morning he 
receives the previous week’s financial 
results for each area of  the business. 
He also sees production reports, shift 

MAN OF STEEL
Robert Bizzell FCCA, steel giant Tata’s finance chief at its South Wales operation, gives  
us the inside view of a complex industry that never stops reshaping itself

‘THE NUMBERS ON THEIR OWN ARE MEANINGLESS; 
THERE’S AN EVENT BEHIND EVERY FIGURE’
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The CV
2007  

Director, finance and business 
services, Tata Steel Strip 
Products UK.

2005  
Director, financial shared services 
UK, Corus.

1997  
Head of finance, Port Talbot and 
Llanwern, British Steel.

1990 
Head of finance, coated products 
businesses, British Steel.

1987 
Head of finance, Ravenscraig 
steelworks, British Steel.

1986 
Executive management programme, 
London Business School.

1977 
Accountant, hot rolled products, 
British Steel

1975 
Qualified with ACCA.

1969 
Clerical trainee, British Steel.

reports and operation reports daily, 
which allows him to ‘get a feel of  
what to expect with the finances’. The 
wide range of  his role, though, means 
that no two days are the same: ‘My 
responsibilities range from the sublime 
to the ridiculous. I could be discussing 
the forward strategy for the company 
to 2020 and, five minutes later, be 
talking to someone who’s unhappy with 
the size of  their office.’

When Bizzell first joined British Steel 
more than 15,000 people worked on 
the site. Today, the figure is closer 
to 4,000, although 500 jobs, mostly 
in management and administrative 
positions, are to be cut following an 
announcement in November (120 jobs 
will, however, be created at a new hot 
strip rolling mill at Llanwern).  

The fact that the Port Talbot site 
makes more steel today than it did in 
1969, though, illustrates how much 
the plant has changed, although the 
basic steelmaking process itself  has 
barely altered. The raw materials (iron 
ore, coke, limestone and coal) are 
brought into the deep harbour by ship 
and heated together in the site’s two 
blast furnaces (known as Number 4 
and Number 5) to form molten iron. 
This is transferred by rail to the basic 
oxygen steelmaking (BOS) plant, 
where it is mixed with oxygen and 
other materials to produce steel. The 
liquid steel is cooled and moulded into 
slabs, which are then heated to 1,250 
degrees Celsius and rolled into coiled 
strips for transporting, either at Port 
Talbot or at Llanwern. 

It’s a challenging environment and an 
inherently hazardous process. Increased 
automation and advances in technology 
have made it far less labour-intensive 
and risky, but things can still go wrong. 
In 2001, three men died and 12 were 
seriously injured when water leaked 
into Number 5 blast furnace, causing 
an explosion that lifted the 5,000-tonne 
structure 0.75m off  its fixings. 
Bizzell was on site when the accident 

down for 10 months as Tata reduced 
production by 45% in response to poor 
demand within the eurozone. 

In common with many in Port Talbot, 
though, Bizzell has praise for the Indian 
owners. ‘They have been very supportive 
and have kept investing in the plant 
during what is the worst downturn 
in the industry in living memory,’ he 
says. After years of  underinvestment 
by previous owners, Tata has poured 
almost £300m into the site in the past 
three years, including £185m to rebuild 
the Number 4 blast furnace, which will 
secure steel production at the plant 
for at least another 20 years. A further 
£53m has been spent on a new cooling 
system for the BOS plant, together with 
a number of  environmental and energy 
improvement schemes.

Aside from the very welcome 
investment, it has largely been 
business as usual at Port Talbot 
since Tata acquired Corus in 2007. 
‘If  a company buys another for £6bn, 
you’d expect them to bring in their 
own people in key positions to run it, 
but Tata don’t do that,’ says Bizzell. 
‘They’re not hands-off  exactly, but they 
don’t take control in the local location.’ 

happened and says that the events of  
that day will never leave him.

Future investment
Port Talbot produces 4.7 million 
tonnes of  steel a year, most of  which 
ends up in our white goods, cars 
and food packaging, and in steel for 
construction. The recession inevitably 
hit the company hard, and in 2008 one 
blast furnace at Port Talbot was shut 
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The tips
* ‘To me the worst type of 
accountant is one to whom 
producing numbers is an end 
in itself.’ 

*‘When we sit as a management 
team I never restrict my comments 
to financial affairs. Sometimes you 
can’t resolve a problem without the 
perspective of an outsider.’

*‘Inevitably there are cultural 
differences when new owners take 
over. I’ve learned that “That’s not 
bad” means “It’s not good at all” 
to a Dutchman.’

The basics
TATA STEEL 

US$23BN
Group turnover in 2010.

17%
Proportion of Tata Steel’s total steel 
output produced in Port Talbot.

£1.7BN
Turnover of Steel Strip Products UK.

£317M
Pre-tax profit in 2010-11

A European-wide reorganisation 
has been introduced, though, which 
involved reorganising operations in 
order to improve inventory control and 
customer service. But it is by no means 
the first reorganisation that Bizzell 
has seen: ‘If  you hang around for long 
enough things come back into fashion, 
and organisations are no different. 
They change on a regular basis. I just 
make sure that the finance function is 
organised so we’re ready for it.’ 

The new investment will bring 
Port Talbot closer to best practice in 
steelmaking in terms of  emissions. 
In the longer term, it is planned that 
the plant will eventually become 
energy self-sufficient and one project 
under consideration is the mining of  
coking coal at nearby Margam. It is an 
expensive plan but in a business where 
securing raw materials is critical – at 
the moment the three largest ore/coal 
miners in the world account for 90% 
of  the globally traded raw materials – 
it could represent an enormous cost 
advantage in the future. 

The investment figures, eye-watering 
for many of  us, are nothing out of  
the usual for Bizzell. ‘This is a very 

capital-intensive industry,’ he says with 
admirable understatement. ‘Nothing 
comes cheap. Anything less than seven 
figures is small for us.’ In such an 
environment it would be easy for small 
costs to be overlooked, but Bizzell is 
careful to run a very tight financial ship: 
‘I always say to people, we run our 
private lives based on cash, so why do 
things any differently at work? I tell my 
staff  to think of  it as their own money.’

In the face of  the recent job cuts, 
Tata’s investment is a welcome sign 
that it remains committed to Port 
Talbot, which is comforting news for the 
plant, and for the town that depends 
on it so heavily. Worldwide demand for 
steel is still depressed and it will be 
market conditions that will determine 
the date for the restart of  the Number 
4 furnace, which was shut down for its 
rebuild in the early summer of  2012. 

The company does not expect to see 
production recover to pre-2008 levels 
until 2017. ‘To some extent the crisis is 
worse today than it was in 2008,’ says 
Bizzell. ‘It has taught a lot of  businesses 
to run with lower working capital levels, 
which means that supply is squeezed 
at every stage of  the supply chain. And 

‘EVERYTHING ABOUT 
THIS BUSINESS IS BIG,
INCLUDING THE   
NUMBERS. ANYTHING  
LESS THAN SEVEN  
FIGURES IS SMALL FOR US’

because we are at the beginning of  the 
chain, the impact is bigger for us. In that 
sense, we’re a good barometer for the 
rest of  the economy.’ 

Liz Fisher, journalist
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W
ith three decades working 
for a Japanese camera 
giant under your belt, you 
are rewarded for leading 

the growth of the European arm with 
promotion to company president – the 
first non-Japanese national ever to 
hold the post. The fact your new role 
starts on April Fool’s Day does not 
seem an omen.

As you’re finding your feet, an article 
appears in an obscure Japanese 
magazine, Facta, alleging that your 
company had spent getting on for 
US$1bn on ‘minuscule’ businesses and 
writing off  the costs in the subsequent 
year. The magazine also asks questions 
about the ‘bizarre acquisition’ of  a 
British company at a large premium 
over its market capitalisation, with 
US$700m in unexplained advisory fees 
linked to the deal.

Stonewalled
But your CEO brushes aside your 
questions, as do other senior 
colleagues. Suspicious, you start a 
paper trail, writing a formal letter to 
the company’s compliance officer. 

As you turn up the heat, your new 
board colleagues get tense. A second 
article appears in Facta, mentioning 
‘anti-social forces’, a euphemism for 
organised crime. The rest of  the 
Japanese media studiously ignores the 
story, as do shareholders.

You start to fear having an ‘accident’. 
You suspect you are being followed. 
Any chance of  a proper investigation 
could be buried with you. 

Lacking hard evidence and aware of  
your fiduciary duties not to gratuitously 
damage the company but unable to 
ignore potential criminal activity, you 
start to copy your communications to 
the auditors – not just in Japan, but 
their colleagues in Asia, Europe and 
the US, as well as the audit firm’s 
global chairman.

This might all sound like the start of  
a fictional thriller but it is in fact the 
true story of  Michael Woodford, the 
former CEO of  Olympus, who in 2011 
turned whistleblower on the company, 

FRAUD IN 
THE BOARD
Sacked by Olympus for his stand against financial 
corruption, ex-CEO Michael Woodford describes what 
happened when he blew the whistle
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which eventually admitted it had 
hidden losses of  US$1.5bn in corrupt 
transactions and accounting scams.

He has now documented his story in 
a book, Exposure: Inside the Olympus 
Scandal. Readable and fast-paced, it 
details his growing suspicions that 
something was badly awry at Olympus, 
his battle to investigate, and the 
company’s attempt to appease him by 
briefly appointing him as CEO in 
September 2011 before 
unceremoniously dismissing him a 
fortnight later as both CEO and 
president. The book then covers his 
ultimately successful fight to expose 
what happened despite legal action 
from Olympus and the enormous travel 
and legal costs he had to shoulder. 

Talking to Accounting and Business at 
his London flat, Woodford has both 
good and bad to say about the role of  

the various accountants and financial 
professionals involved in the events.

As he worked to build up a picture of  
the accounting manipulation and 
transactions that had taken place, he 
says he worked closely with three 
accountants in the UK. 

No wriggle room
‘They were very helpful. They 
helped me frame and structure the 
communications I started to write 
when I felt I needed to formalise and 
evidence what had gone on. They were 
very important in ensuring that we 
framed the questions in a way where 
they were very specific and left no 
wriggle room.’

Woodford has not named the three, 
other than to say they were Olympus 
employees. ‘They are very ethical and 
straightforward people and very 
committed to the company,’ he says.

But those with board responsibility 
come in for harsh criticism. In the 
book, Woodford recalls his sacking 
in a tense encounter with Hironobu 

Kawamata, the director and executive 
officer who was in effect CFO. 
Kawamata demanded Woodford hand 
over his phones and laptops, and 
ordered him to leave his apartment. 
‘What shocked me is that he was so 
gratuitously hostile in the minutes 
immediately following my dismissal,’ 
says Woodford.

Tsuyoshi Kikukawa, the man 
Woodford had succeeded as president, 
remained chairman and assumed the 
new title of  CEO. As well as serving as 
president for 10 years, Kikukawa had 
been head of  the finance department. 
Kikukawa subsequently admitted filing 
false financial reports and, along with 
two other executives, at the time of  
going to press faces a prison term of  
up to 10 years. 

Along with the rest of  the Olympus 
board, Kawamata resigned in February 

2012; he was not implicated in the 
criminal proceedings. 

In Japan, says Woodford, it is not 
uncommon to find people in senior 
financial positions who haven’t had 
conventional accountancy training 
because managers are rotated  
around roles.

As his worries grew, Woodford sent a 
copy of  his letters to the Olympus 
board to the  Ernst & Young partners 
globally, which at the time enabled him 
to share his then unproved concerns 
with an external party without breaking 
his fiduciary duty to the company by 
going public. This transparency also 
provided some comfort at a time when 
he felt his safety was threatened.  
But he adds: ‘I still find it hard to 
fathom how the auditors missed the 
fraudulent nature of  these bizarre and 
sizeable transactions.’

EY took on the audit of  Olympus in 
2009, after the departure of  KPMG. 
Michael Andrew, KPMG’s global 
chairman, spoke out in November 
2011 about the Olympus scandal, 

saying: ‘We were displaced as a result 
of  doing our job,’ and ‘It’s pretty 
evident to me there was very, very 
significant fraud and that a number of  
parties had been complicit.’

But Woodford comments in his  
book, having parted company with 
Olympus, why did KPMG not shout 
longer and louder? Second, if  KPMG 
had been so concerned, how could it 
have signed off  Olympus’s 2009 
accounts without qualification? 

Woodford also asks why the issue 
didn’t come up in its handover of  the 
audit to EY. ‘I was surprised by how 
such extraordinary transactions did not 
raise alarm.’

EY declined to comment to 
Accounting and Business on its work  
for Olympus.

Since his official resignation from 
Olympus in November 2011, Woodford 
has given up on his attempt to take 
over the company with a new group of  
directors, and won a £10m settlement 
for unfair dismissal and discrimination. 
He has also been travelling the world 
speaking about the lessons to be 
learned from the scandal.

‘Many of  your readers may not agree 
with me, but I do believe in the 
mandatory rotation of  auditing firms,’ 
he says. ‘As human beings, if  you know 
somebody else is going to come along 
and have another look, then you’d be 
much more cautious.’ He also has 
concerns about auditors selling 
consultancy services. ‘I know this 
creates loud and heated views, but the 
trouble is the world keeps seeing 
scandal after scandal.’ 

Red flags
He points out that Japanese companies 
spend only around half  as much on 
audits as do Western companies, 
and that some very large companies 
in Japan use very small audit firms 
– a ‘red flag’, adding ‘for capitalism 
to work, you need robust, vigorous 
external audits’.

Woodford also stresses the 
importance of  independent 
mechanisms for whistleblowers to air 
their concerns while offering them 
comfort about their personal situation. 

‘I STILL FIND IT HARD TO FATHOM HOW THE 
AUDITORS MISSED THE FRAUDULENT NATURE OF 
THESE BIZARRE AND SIZEABLE TRANSACTIONS’
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Although he is celebrated as a 
whistleblower, Woodford points out that 
he was not the true whistleblower who 
gave the story to Facta. His book 
describes a meeting late in the saga 
with this unnamed person over cans of  
Sapporo beer and Ritz crackers in a 
Tokyo flat. ‘He or she is the hero of  the 
story. I had a foreign passport. I could 
get out.’

What shines out from the book is 
that the only effective mechanism for 
exposing Olympus was the media. 
Corporate governance, auditors, 
regulators and shareholders all failed.

Woodford lavishes praise on Facta but 
has harsh words for the rest of  the 
Japanese media. Nervous about taking 
on a Nikkei company, they ignored the 
story until it had been broken in the 
Western media when Woodford, the day 
after his dismissal, called a Tokyo-based 
Financial Times journalist to give him the 
scoop of  his life. The Financial Times, 
Wall Street Journal, The New York Times 
and Thomson Reuters, he says, should 
be credited for running with the story. 

Stiffer penalties
Woodford feels that judicial sanctions  
for white-collar crimes should be 
stiffer to discourage corporate fraud. 
‘Executives should suffer custodial 
sentences, rather than just the 
companies paying fines. White-collar 
crime does have victims.’ 

It is clear that Woodford has a love 
and respect for Japan, and he 
dedicates his book to his ‘musketeers’: 
Koji Miyata, former head of  Olympus’s 
medical business, and spokesman and 
translator Waku Miller, who supported 
him through the events. 

But he says: ‘There is a very 
disturbing side to corporate life in 
Japan. That’s why I’m very sceptical 
about its prospects.’ His concerns range 
from its culture of  deference and ‘yes 
men’, to the peculiarities of  its 
ownership structures such as the 
cross-shareholding system in which 
large companies all own shares in each 

The CV
Michael Woodford MBE grew up 
in Liverpool and joined Olympus 
as a salesman, rising through the 
ranks to run its UK, European and 
global operations. In April 2011 he 
was appointed president and CEO 
of Olympus Corporation, the first 
Western salaryman to rise through 
the ranks to the top of a Japanese 
giant. As a result of the events 
described in Exposure he was 
named Businessman of the Year 
2011 by The Sunday Times, The 
Independent and The Sun and won 
The Financial Times Mittal Arcelor 
Award for Boldness in Business. 

Exposure: Inside 
the Olympus 
Scandal is 
published by 
Portfolio Penguin 
and available 
from all good 
booksellers.

  *FRAUD IN THE FRAME

other. ‘There are probably other 
Olympuses out there in Japan,’ he says.

What about the rest of  the world?  
He says: ‘We’re still not in a position  
where we should feel comfortable  
or complacent.’ 

Woodford says he has not been short 
of  job offers, but has preferred to 
spend time talking and writing about 
his experiences and the issues that 
have arisen from them.

And, of  course, he’s been writing the 
book, which he says nearly killed him. 
‘It’s not sanitised and I’m very explicit. 
I refer to lots of  names and people. 
Three sets of  lawyers reviewed the 
book. I think it will appeal to a lot of  
people in business, and the finance 
sector in particular – where you wear a 
suit and go to work, send emails, go to 
meetings, work on Excel spreadsheets, 
and suddenly you find yourself  in this 
John Grisham-like novel.’

Chris Quick, editor
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I
n these difficult economic times, 
whole-life costs are becoming 
increasingly important when 
organisations are making fleet 

management decisions. 
In addition to monthly payments, 

this means taking into consideration 
data such as maintenance, 
depreciation, carbon dioxide emissions 
and fuel consumption through to 
capital allowances. 

Ian Hughes, commercial director 
at fleet management solutions firm 
Zenith, says: ‘Whole-life cost looks 
at the total cost of  ownership, from 
purchase to defleeting, plus incidents, 
accidents and fines, which are 

individual but still contribute to the 
cost of  having a car in your fleet.’ 

This approach highlights unexpected 
results. ‘Comparing two variants of  the 
same model from one manufacturer, 
we can see that over three years, the 
car with the highest rental – £495 
more expensive – has a significantly 
lower whole-life cost – £1,051 cheaper,’ 
says David Bushnell, fleet consultant 
at vehicle leasing business Arval. 
And the more expensive, aspirational 
brands are not necessarily precluded; 
the BMW 5 Series, for example, has 
a carbon dioxide output of  less than 
120g/km and the 3 Series comes in 
below 109g. 

However, this efficiency has taken 
its toll. In 2002, the government 
changed the way that benefit in kind 
(BIK) was calculated so that it was 
based on carbon dioxide emissions, 
but manufacturers’ success in this area 
means that tax revenues have dropped 
with emissions. 

‘There is a yawning deficit and the 
government and HMRC want to balance 
the books,’ says Matthew Walters, head 
of  LeasePlan Consultancy Services. 
‘We have just seen the hardest Budget 
since 2009 where fleet is concerned 
and costs are set to increase markedly.’

The threshold for vehicles that qualify 
for 100% rental allowance against 

SELECT YOUR CAR
In the second of our three-part fleet series on fleet management, we look at the issues 
surrounding whole-life costs and the impact of emission reduction on taxation 
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corporation tax has been reduced from 
160g/km to 130g/km; the writing-
down allowance (WDA), which allowed 
businesses and leasing companies a 
capital allowance of  100% in year one 
for vehicles emitting 110g/km or less, 
goes down to 95g for organisations 
that are running fleets. However, 
suppliers lose the allowance entirely, 
which will put up the cost of  leasing 
environmentally friendly vehicles.  

Company car tax (BIK) also increases 
over the next four years. Vehicles 
emitting 76g to 94g/km (2013/14) are 
in a 10% band, which becomes 11% in 
2014/15 and 13% in 2015/16, when 
the definition widens to 0g–94g and 
goes up to 15% in 2016/17; so from 
2015, 1–75g/km, currently rated at 
5% (plus an additional 3% for diesel), 
is done away with. And on top of  all 
that, business and employees pay 
national insurance (NI) at a percentage 
of  those steadily increasing costs. 

Fuel also takes a hit. The scale 
charge on which it is calculated has 
risen from £18,800 (2011/12) to 
£20,200 (2012/13). 

Under scrutiny
Despite this gloomy picture, 
organisations are unlikely to be 
shedding fleets in droves, not least 
because cash for cars does not work 
well for employees. A lease car might 
cost a business £400 per calendar 
month but without the corporate 
buying clout that money would not buy 
the employee the same level of  vehicle. 

Companies will, however, undertake 
forensic analysis when choosing fleet 
cars, with engine types also coming in 
for scrutiny. Traditionally, fleets have 
been largely populated by diesel engine 
cars and at least the 3% penalty is 
abolished in 2016. But petrol should 
not be overlooked. 

‘Some of  the new, smaller eco-
friendly petrol engines are considerably 
cheaper than their diesel equivalents,’ 
says Chris Chandler, principal 
consultant for Lex Autolease. 

Other options vary in their appeal. 
Although electric vehicles are currently 
hampered by range and infrastructure, 
Tesla is launching an electric car with a 
reach of  300 miles per charge. 

‘There is definitely a future for 
electric. There has been no great lift in 
lithium-ion cell technology and the cost 
is still prohibitive but we predict that, 
by 2030, 15% of  people in the UK will 
be driving electric vehicles,’ says Paul 
Hollick, sales and marketing director 
for fleet funding company Alphabet. 

However, he points out that the 
government’s plan to put these zero-
emission vehicles into a 13% BIK band 
from 2015/16 may prove discouraging. 
‘In addition, manufacturers are 
investing huge amounts of  money in 
hydrogen-powered vehicles,’ he says. 

But biodiesel gets a lower rating 
on ethical grounds, given that some 
countries are developing biofuel 
agriculture at the expense of  food 
crops. And the combustion engine has 
life in it yet: ‘There is talk about an 

engine that produces less than 50g of  
carbon dioxide,’ says Hollick.

Current trends in car fleets include 
downsizing, often in favour of  badge 
prestige – think Audi A3 against Ford 
Mondeo – and the overall popularity 
of  German brands because they hit 
both aspirational and carbon dioxide 
emission requirements, which is also 
relevant where employee benefits 
packages need to match those of  a 
company’s direct competitors.

Leasing lifetimes
How long an organisation keeps its 
cars depends partly on how they are 
used. A working fleet is generally 
contracted at four years/100,000 
miles. User/chooser fleets usually 
come in at three years/60,000–80,000 
miles, although many companies have 
moved to four-year contracts. But the 
longer the contract, the more likely 
they are to miss out on progress in 
technology and attendant efficiencies.

As few businesses own their fleets 
these days, getting rid of  vehicles is 
painless: ‘At the end of  the contract, 
the supplier will collect and dispose of  
it,’ says Bushnell. Job done.

Catherine Chetwynd, journalist

While calculating a vehicle’s whole-life cost can be time consuming and 
difficult, remember that small differences in acquisition cost or method can 
make thousands of pounds’ difference over the operating period. Choosing or 
recommending a company vehicle based simply on lease or purchase cost 
alone could be a costly mistake. 

To calculate and compare true whole-life cost, Toyota and Lexus Fleet 
Services have developed a tool, the Complete Car Cost Calculator. Each unique 
personal and business circumstance is taken into account, including all specific 
and reclaimable tax benefits to generate a full report that includes a discounted 
cashflow analysis. This enables the user to compare leasing or purchase 
options and establish whether company or personal vehicle acquisition is the 
most cost-efficient. 
Toyota and Lexus Business Centre offer personalised reports at toyotalexusfleet.co.uk  

  *COUNTING THE FUEL COST
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T
ravel and entertaining are a 
company’s highest costs after 
staff, so control of outlay on 
air, rail and car rental is vital. 

To do this you need a robust travel 
policy with two key components. The 
first is duty of care: the health, safety 
and security of travellers should be the 
primary consideration of any company. 
The second is understanding what 
you are spending and where you are 
spending it – knowledge is power and 
without this information, you won’t get 
best value from your travel budget. 

To exercise duty of  care, companies 
need to know where their travellers 
are and what they are doing. 
‘Companies have a responsibility to 
look after travellers and they need a 
programme to track that or they could 
find themselves in serious trouble,’ 
says Eoin Landers, senior manager 

for business development, EMEA, 
for integrated travel and expense 
management solutions provider Concur. 

Compliance to travel policy is an 
essential factor in duty of  care, ranging 
from whether to travel by air, rail or car; 
which supplier to use and how to book. 
Rail is increasingly chosen over air for 
journeys within the UK and continental 
Europe, not least because travelling 
time can be used productively. 

‘If  you can get to your destination 
by rail in 2½ hours, it will beat air 
travel,’ says Landers. ‘That is why 
Eurostar caters for 80% of  the traffic 
between London and Paris.’ Some 
longer journeys also justify rail travel. 
‘The journey between Paris and 
Amsterdam takes 4 hour 20 minutes 
and although it would take only 2½ 
hours to fly, Wi-Fi allows travellers to 
work from the moment they sit down,’ 

he says. With restrictions on the use 
of  electronic equipment and security 
announcements, the amount of  time 
available for working during a flight  
is limited. 

The downside is that booking rail 
travel can be a nightmare. ‘Trying 
to access inventory and setting up 
ticketing is a challenge and having 
client-supplier relationships is very 
hard,’ says Tom Stone, director of  travel 
sourcing consultancy Sirius. But there 
is hope on the horizon in the form of  
the world’s first global rail platform, 
SilverRail, now being beta-tested. 

To get a handle on air travel spend, 
Stone advises: ‘Work on the 80:20 
rule – engage with the right person in 
the 80% of  carriers that people are 
already using to negotiate a corporate 
agreement and tender it so that there 
is a competitive bid between what 

PLANES, TRAINS 
AND AUTOMOBILES
In the first of a three-part series of articles on business travel in association with Concur, 
we take our seats for a look at how to get the best from transport arrangements
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travellers are using and maybe a lower 
cost option, communicate the result to 
your agency and make sure they have a 
mandate to see that policy is followed.’

Respect your travellers
Policy may approach short- and long-
haul travel differently. ‘For flights of  
less than three hours, we pay the lowest 
fare on the day,’ says travel manager 
for PwC Will Hasler. ‘Over three hours, 
we buy flexible tickets because there 
are usually fewer flights and if  someone 
gets stuck in a meeting with a client 
and has to stay the night, with a flexible 
ticket that does not matter. It is also 
about treating people with respect.’

PwC does not mandate policy but 
the firm has high levels of  compliance 
to its booking channels. ‘We have very 
good adoption for our booking tool for 
point-to-point air travel and pretty good 
for rail and hotels; and good compliance 
with the travel management company,’ 
Hasler says. ‘We have got buy-in from 
senior people and we invest a lot of  
time in communicating with travel 
bookers and travellers.’ These two 
factors are crucial: a corporate travel 
policy can only be effective if  it is led 
from the top and well communicated. 

Car rental companies have 
followed the low-cost carrier model 
of  unbundled fares, so it is worth 
considering every possible permutation 

before signing on the dotted line. 
Likely additions to a contract may 
be: daily rental rate (unlimited free 
mileage or free up to, say, 250 miles 
and then a mileage charge), insurance, 
winter tyres, GPS, airport pick-up, 
home delivery, Bluetooth technology, 
one-way journeys and environmental 
considerations. 

Larger cars often come with GPS and 
as most smartphones also have it, you 
should not have to pay extra. Winter 
tyres are mandatory in some countries 
and will have to be negotiated in 
others. Some companies already have 
insurance cover in the UK and may 
need it only for other countries.

Cut out the middle man?
PwC’s use of  a travel management 
company (TMC) raises another issue: 
is use of  a third party essential? Peter 
Nixon, commercial manager for BTD 
Travel, admits a degree of  subjectivity 
when recommending use of  a TMC 
for any significant travel spend but 
adds: ‘The facts really do speak for 
themselves. Are you going to achieve 
cost savings, improved value, full duty 
of  care, improved time and process 

efficiencies, and strategic development 
of  policy if  you take on travel in-house? 
Almost certainly not. The question 
therefore is not whether to use a TMC 
but to find one that best fits with your 
organisation.’ Cultural fit is crucial.
Choose your device
The main area of  innovation is mobile 
technology. There are apps to cater 
for virtually every eventuality and it is 
difficult for travel managers to keep up 
with the profusion of  mobile devices. 
‘We use BlackBerry but we had to cave 
in and let people use company email 
on iPhone and iPad,’ says Hasler. What 
works best will depend on the age of  
your travellers. PwC is a young firm, 
with most people in their mid to late 
20s and tech-savvy. 

The last word goes to Robert Daykin, 
founder and director of  travel sourcing 
and management company Corporate 
Travel Partners: ‘Get the basics right. 
Make sure you have easy-to-use 
booking processes and a robust policy, 
so people know what the rules are.’ An 
uncomplicated payment process is also 
important so that travellers know they 
don’t have to spend their own money. 
Ideally, expenses can be paid for and 
reimbursed to a corporate credit card. 
‘With a good foundation you can build 
a good house,’ says Daykin.

Catherine Chetwynd, journalist
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A
n innovation that could 
slash the cost of hosting 
global sporting events is 
one of the sustainability 

innovations being implemented by 
organisers of the Glasgow 2014 
Commonwealth Games, delegates at 
the ACCA Scotland Business Lecture, 
Commonwealth Games – A Legacy In 
The Making, discovered.

Part of  a pioneering legacy approach, 
the project involves the temporary 
transformation of  Hampden Park, 
Scotland’s national football stadium, 
into an international athletics arena.

‘This is an exemplar of  sustainability 
that makes stadium provision 
affordable,’ Ian Reid, Glasgow 2014’s 
director of  finance and corporate 
services, told the audience. ‘It’s 
probably our most innovative piece of  
work in terms of  international venue 
provision and could be around one 
tenth of  the cost of  constructing a 
new athletics stadium. It means you 
can spend £20m to £30m converting 
an existing venue instead of  £300m 
to £500m building a permanent new 
stadium for which there might be 
limited demand.’

The Hampden project had, said 
Reid, attracted the attention of, among 
others, the organisers of  the Toronto 
Pan American and Parapan American 
Games 2015 and the Gold Coast City 
2018 Commonwealth Games.

Paul Zealey, Glasgow 2014’s head of  
engagement and legacy, told delegates 
that the Hampden project is a prime 
example of  the hosts’ commitment to 
sustainability and creating a lasting 
economic, social and sporting legacy.  

‘Historically, host cities have seldom 
managed to achieve these kind of  

legacy benefits,’ he said. ‘What we’re 
trying to do in Glasgow is a very 
different model.’

Job creation 
The Scottish Government, Glasgow 
City Council, Commonwealth Games 
Scotland and the Glasgow 2014 
organising committee are focusing 
their £524m delivery budget in four key 
legacy areas: jobs and the economy; 
health and well-being; regeneration and 
national and civic pride.

Key components include ensuring 
that Scottish companies are well 
placed to win Games-related contracts 
by providing public sector tendering 
support. More than 20,000 companies 
have registered on a dedicated 
procurement portal, with 90% of  the 
£275m on contracts let so far going 
to Scotland-based companies. Almost 
3,000 jobs and traineeships have 
been created through apprenticeships 

and employability initiatives, while 
construction work is adding £60m a 
year to Scotland’s output and includes 
the creation of  1,500 new homes. 
Another £1bn has been invested in 
Games-related transport projects. 

Reid, who cut his teeth in assurance 
and infrastructure with PwC and Ernst 
& Young, said Glasgow 2014 itself  
was currently hiring 20 to 30 people a 
week and was committed to a strong 
outplacement programme. 

‘We were only set up in 2008 and 
will dissolve at the back end of  2014, 
so we’ve gone through an incredibly 
concentrated lifespan from start-up 
through high growth to dissolution,’ 
he said.

‘Balancing the business requirements 
against the resources available is a 
constant challenge, but we’re heading in 
the right direction in terms of  delivery.’

Victoria Masterson, journalist 

LASTING LEGACY
The next Commonwealth Games is providing a long-term boost for Scotland’s economy, 
Glasgow 2014’s finance chief told delegates at an ACCA Scotland business lecture

How Hampden Park will look when it is transformed from a 
football ground to an athletics stadium for Glasgow 2014
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A
uditing and financial reporting 
can play a key role in 
restoring public confidence, 
but only by becoming more 

robust, informative and transparent. 
So says PwC UK chairman and senior 
partner Ian Powell, who believes the 
time is ripe for a widespread debate 
on the future of audit.

Speaking to a recent gathering 
of  senior accountants at ACCA’s 
International Assembly in London, he 
said that the unexpectedly prolonged 
downturn had undermined the public’s 
trust and faith in markets, and this 
has had a knock-on effect on the 
accountancy and auditing profession. 

‘Our profession has a fundamental 
role to play in rebuilding trust in 

the reporting and assurance of  the 
information on which markets rely,’  
he said. 

In the past, Powell said, too little 
attention had been paid to the advice 
of  investor Warren Buffett that financial 
statements and reports needed to ‘tell 
it like it is’. 

‘When it tells it like it is, and people 
can understand it, then that company 
gets a lot more trust and value from 
the work that we all do than if  it’s just 
going to be something that satisfies 
all the accounting regulations,’ 
Powell said. 

As professionals, accountants 
should recognise that trust can only 
be rebuilt with clear communication, 
transparency and accountability. 

‘We’ve also found that the vast 
majority of  businesses and public 
bodies genuinely want to better engage 
with shareholders, regulators and other 
users of  accounts,’ Powell said.

He added that in discussions with 
senior figures from the business, 
investor, auditing and regulatory 
communities he had found a real 
appetite for debate. ‘The current audit 
model, and indeed wider corporate 
reporting, could be improved to 
meet the changing needs of  market 
participants. The fundamental questions 
revolve around the scope of  the audit 
– should this be extended? – and the 
nature of  the audit report itself.’

Recent research by PwC has shown 
that while audit and audit opinions 

TELLING IT LIKE IT IS
PwC UK senior partner Ian Powell says that when it comes to regaining the trust of 
investors and the public in financial reports, nothing will do but the unvarnished truth
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were still highly valued, management, 
audit committees and auditors can  
all play a role in ‘beefing up’ the  
audit process.

‘Investment professionals are also 
interested in assurance over broader 
metrics that have the power to move 
markets and not just bottom-line 
profit,’ said Powell. ‘Audits and 
financial reporting have to evolve in 
order to remain reliable, relevant and 
valued in future.’

Concerted action needed
However, there are challenges to 
be overcome. While these are not 
insurmountable, they will require 
concerted action from all participants.

‘The inherently conservative nature 
of  the profession itself  is, I think, a 
real blocker,’ he said. ‘We need to be 
prepared to talk more openly about our 
role and be more transparent about the 
difficulties we face, be less risk-averse, 
and be brave when considering any 
necessary changes.’

However, for auditors to be more 
open will require structural as well 
as attitudinal change. ‘So many 

people are saying to us: “Why don’t 
you say more in our audit report?”’ 
he said. ‘But if  we do there’s a real 
potential liability, and until that’s 
addressed you’re not going to see 
people give the really broad views 
and definition.’

This stumbling block can only be 
resolved by a wider debate. Evidence 
of  progress in this area has come from 
initiatives like the Financial Reporting 
Council’s Financial Reporting Lab, 
which was launched in 2011 to allow 
investors, companies and auditors 
to experiment with new forms of  
reporting with the crucial protection of  
a ‘safe harbour’.

While admitting that audit alone 
could not solve all the current issues, 
Powell stressed that there were 
challenges that auditors could and 
must respond to. PwC, he said, was 
determined to take a lead in seeking to 
achieve genuine improvements in the 
short term.

Regulators can assist this process by 
setting out a vision of  what they want 
to achieve, not just what they want 
to prevent. But more important is to 

reaffirm the values that underpin the 
accountancy profession. 

‘It’s all well and good talking about 
rules and that, but there is so much 
that comes down to the values of  
being a professional,’ Powell said. ‘Our 
particular profession is completely 
based on integrity and trust: it’s 
incumbent on us as leaders of  these 
organisations to make sure that 
everything that we do has values right 
at the heart of  it.’

Mick James, journalist

 *PROOF OF VALUE
Given the challenging economic 
environment, it is more important 
than ever that the accountancy 
profession proves its value to society.

‘Without the trust of  its clients, 
the accountancy profession cannot 
continue to evolve and provide 
services fully,’ said ACCA president 
Barry Cooper (pictured right) at 
ACCA’s recent International Assembly. 
‘The value of  our work depends on 
accountants being seen to be able 
to take an objective and ethical 
approach – if  the profession is seen 
as failing to operate in a way that 
protects society’s interests, then its 
value to business is lost.’

This means that accountants 
should provide advice that leads to 
sustainable business growth, but 
also ensure they make a positive 
difference to public life, rather than 
acting for purely commercial reasons.

These concerns underpin ACCA’s 
research programmes, which cover 
audit, access to finance, risk and 
reward, environmental sustainability, 
and how finance teams work.

‘By asking what it is businesses 
and society need from accountants, 
we can help change the profession for 
the better,’ Cooper said.

Read more from the International 
Assembly on page 80.
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The accounting and reporting requirements for listed companies in China 
have evolved hugely. However, as Zhou Qinye, former executive vice president 
of the Shanghai Stock Exchange, explained, there is still a need to do more to 
enhance transparency and disclosure.

Zhou identified the key requirements for this ‘transparency revolution’: 
the creation of  a healthy information disclosure culture; the building of  ‘a 
sophisticated information disclosure system and relevant rules’, with a shift 
towards principles rather than provisions; and a set of  best practices for 
information disclosure.

He then outlined five steps China needs to take to achieve 
these requirements. First, actively promote information 
disclosure. Next, develop the Management Discussion and 
Analysis Disclosure Guidelines to encourage management’s 
disclosure of  risks, uncertainties, forward-looking 
information, business plans and trends. Third, for impartial 
institutions to help build a complete information disclosure 
rating system, and he encouraged the press and public to 
play a supervisory role in relation to corporate reporting. 
The fifth step was to ‘increase penalties for illegal behaviour 
regarding information disclosure’, including false and 
misleading statements and untimely disclosure. 

    *CHINA’S TRANSPARENCY REVOLUTION

T
he International Accounting 
Standards Board (IASB) is 
no longer threatened by US 
reticence about adopting 

International Financial Reporting 
Standards (IFRS), but is concerned 
about the increasing divergence 
between IFRS and US GAAP. This 
was the view of IASB chairman Hans 
Hoogervorst, when speaking at ACCA’s 
International Assembly 2012.

Hoogervorst noted that the spread of  
IFRS in the last decade has been ‘truly 

HOOGERVORST  
REACHES OUT
Disappointed but unbowed by US reluctance on IFRS, IASB chairman Hans Hoogervorst 
explains how the board is attracting more input from emerging economies

phenomenal’. Around three-quarters 
of  G20 countries have already adopted 
or are on the verge of  adopting IFRS. 
Similarly, many emerging economies 
have also adopted or are in the process 
of  doing so, although a few countries 
‘still need to take a first or last step’. 
China’s standards, for example, though 
closely aligned with IFRS, are not 
exactly the same. The biggest question 
mark, however, hangs over the US. The 
Securities and Exchange Commission’s 
failure in 2012 to take any decision 

on its approach to IFRS was ‘a 
big disappointment’, Hoogervorst 
admitted, referring to the SEC’s July 
2012 paper listing possible problems 
for the US arising from IFRS adoption.

The IASB has subsequently analysed 
all these possible obstacles, comparing 
them with the challenges faced and 
overcome by other countries that 
have already adopted IFRS. ‘Our 
conclusion,’ Hoogervorst told delegates 
at the London event in November, ‘was 
that there was nothing that countries 
like Brazil, Malaysia or Argentina could 
do that the US – as a “can do” country 
– cannot.’ That said, giving up its rules-
based system for IFRS would be hard 
for the US, Hoogervorst admitted.

Regardless of  any future US decision, 
Hoogervorst said countries that have 
adopted IFRS show few signs of  
second thoughts. ‘They have done 
the conversion and the work; they 
see the benefits of  an internationally 
recognised language. Five years ago, it 
[lack of  US adoption] might have led to 
a disintegration of  the whole project. 
I am not worried about that now. But I 
am worried that the US finds it so hard 
to make a decision and that it might 
lead to growing divergence between 
IFRS and US GAAP. If  we do not see any 
sort of  tangible step towards IFRS in 
the near future, there is a danger we will 
drift apart.’ Already Hoogervorst senses 
a change in the attitude of  US standard-
setter the Financial Accounting 
Standards Board (FASB), with talk now 
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Lorraine Holleway FCCA, chair of ACCA’s Global Forum for Corporate Reporting 
and head of financial reporting at Qatar Shell, highlighted the importance of 
standards that enable markets to make meaningful comparisons of corporate 
performance across national borders. ‘ACCA has always championed the cause 
of setting strong and credible technical standards in accountancy and audit,’ 
she said. ‘We at ACCA will continue to be a constructive partner to the IASB 
in its efforts to achieve a framework that all companies and markets can buy 
into. In particular, we will support the IASB in its efforts to achieve a definitive 
agreement on the status of IFRS with the US authorities.’

Holleway suggested that progress was also needed 
in relation to the degree of  coordination in the current 
standard-setting frameworks for accounting, external 
and internal audit, and corporate governance. Individual 
standard setters justifiably had their own priorities, but the 
individual disciplines did not exist independently – they did 
impact each other. She said: ‘The whole standard-setting 
process, and all the stakeholders who are interested 
in it, could benefit from the standard-setting bodies 
coming together to create a common vision’ – a shared 
understanding of  what their various processes are  
trying to achieve.

  *FORUM CHAIR IN COORDINATION PLEA

only of  ‘greater comparability in global 
standards’, as opposed to ‘a single set 
of  global standards’.

Nevertheless, the reasons for 
the spread of  IFRS are ‘logical’, 
Hoogervorst said. ‘Institutional 
investors no longer invest [only] in 
their own country, they invest around 
the world. Investors need to trust the 
numbers. That’s why we need one 
[accounting] language.’ Similarly, 
multinational companies want to 
eliminate the burden of  multiple 
local reporting requirements, while 
securities regulators also ‘want a 
level playing field around the world’, 
Hoogervorst said.

Global reach
Given the global reach of  IFRS, the 
IASB itself  needs to be a global 
organisation, Hoogervorst said. It 
has therefore set up an Emerging 
Economies Group as ‘an informal 
forum to learn about the challenges 
that especially emerging economies 
can face when applying certain aspects 
of  IFRS’. The IASB’s constitution 
has also been amended to be more 
inclusive of  its broad range of  
stakeholders, and the board now 
contains members from China, Korea, 
India and Africa. A new Accounting 
Standards Advisory Forum is also being 
set up, consisting of  national standard 
setters and regional groupings. ‘We will 
try to get input from all over the world,’ 
Hoogervorst said.

One ongoing challenge, Hoogervorst 
noted, was to gain input from 
investors. ‘They are the people we are 
doing all the work for, but they are hard 
to find… We need to find a new way to 
approach them,’ he said.

Looking to the future, the IASB will 
be trying to complete the four 
remaining convergence projects on 
revenue recognition, leases, financial 
instruments and insurance. It will also, 
in line with constituents’ requests, 
focus on its principles and the 
conceptual framework. ‘We are going to 
go back to our roots and going to think 
about the main principles of  
accounting,’ Hoogervorst said.

Sarah Perrin, journalist
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The world of financial reporting moves 
in waves. They are not waves that 
reflect the state of the economy – the 
ones on a graph. They are waves of 
attacks upon the independence of the 
International Accounting Standards 
Board (IASB), the global standard-
setter. All is quiet at the moment. But 
there has been a rash of disclosures 
about the attacks of the past.

And there are distinct signs that 
IASB chairman Hans Hoogervorst is 
gearing up to repulse boarders yet 
again. Just before the end of  the year 
he made an important speech at the 
London School of  Economics. The 
audience was a mixture of  old hands 
in the financial reporting world, current 
practitioners and students, the perfect 
mix for the message that Hoogervorst 
wished to put across.

He tried to explain why financial 
reporting can be so controversial. For 
him: ‘Controversy looms because we are 
trying to shine a light into some dark 
corners of  the financial system.’ And 

Storms ahead on IFRS

Comment

[In considering recent disclosures about past battles in the world of standard-setting, not least between 
the FASB and IASB, Robert Bruce looks ahead to a new year of exciting developments

to illuminate this theme, he told them 
the story of  the battle over expensing 
options in the early days of  the IASB.

The IASB and the Financial 
Accounting Standards Board (FASB), 
recalled Hoogervorst, ‘had the mother 
of  all battles against vested interests 
to record the granting of  stock options 
as an expense. Up to then, companies 
could grant these options at seemingly 
no cost, while these stock options 
obviously diluted the holdings of  
existing shareowners.’

Hoogervorst quoted the famous 
section in the Berkshire Hathaway 
annual report of  1998, when the 
legendary investment guru Warren 
Buffet had said: ‘A distressing number 
of  both CEOs and auditors have in 

recent years bitterly fought the FASB’s 
attempts to replace option fiction 
with truth, and virtually none has 
spoken out in support of  the FASB. Its 
opponents even enlisted Congress in 
the fight, pushing the case that inflated 
figures were in the national interest.’

Interestingly enough, another paper 
was published around the same time 
as the Hoogervorst speech and it 
provided a raft of  other telling insights. 
These came from a paper produced by 
Warren McGregor, a resolute Australian 
member of  the IASB through its first 
decade, in Australian Accounting Review 
in September 2012.

McGregor’s recollection was that: ‘At 
a private meeting with representatives 
of  the Financial Executives Institute, 
the IASB’s representatives were told in 
emphatic terms that they had spent 
$70m to defeat the FASB and would 
do the same again to defeat the IASB 
if  they had to. To top it off, president 
Bush made a public statement to 
the effect that there was no need to 
expense stock options since they are 
equity transactions.’

Such was the pressure. But, as 
Hoogervorst reminded his audience: 
‘There was one question that this lobby 
never could answer: if  these stock 
options really cost nothing, why not 
give them to everybody?’ And in the 
end the collapse and scandal of  Enron 
rather answered the question.

But Hoogervorst’s point was that 
now, a decade later, almost no one 
would question the idea of  treating 
stock options as an expense. Such are 
the hard-won points of  independence. 
It had looked very different at the time.

And the same was true of  the battle 
over making pension liabilities plain. 
‘Many years ago, companies were 
able to keep off  the balance sheet 
information related to these liabilities,’ 
he said. ‘As a result, the management 
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‘CONTROVERSY LOOMS BECAUSE WE ARE
TRYING TO SHINE A LIGHT INTO SOME DARK
CORNERS OF THE FINANCIAL SYSTEM’

of  some companies were able to 
literally give away the value of  the 
company without shareholders knowing 
anything about it.’ It was another 
battle for the IASB’s independence. But 
eventually it was another battle won. 

Meanwhile, McGregor’s anecdotes 
provided more background, 
particularly when it came to the 
bitter battle with the French banks 
over financial instruments in 2004. 
‘The strength of  feeling amongst the 
French was demonstrated recently 
when the retiring CEO of  one of  
the country’s leading banks, when 
responding to a question from a 
journalist about disappointments 
he may have experienced during his 
career, remarked that “my greatest 
disappointment is that I did not kill 
off  the IASB”,’ recalled McGregor. 
‘The now retired French IASB member, 
Gilbert Gelard, asked to comment 
on this response when speaking 
at a public event soon afterwards, 
responded that he thought the CEO’s 
greatest achievement during his career 
was that he failed to kill off  the IASB.’

The battles will continue in 2013. 
And this is why Hoogervorst is making 
sure that his audiences know that when 
the IASB’s independence has been 

threatened in the past, invariably it was 
won its battles. Next, he suggested, 
was the battle over leasing. 

‘The vast majority of  lease contracts 
are not recorded on the balance sheet,’ 
he pointed out, ‘even though they 
usually contain a heavy element of  
financing. For many companies, such 
as airlines and railway companies, the 
off-balance sheet financing numbers 
can be quite substantial. What’s more, 
the companies providing the financing 
are more often than not banks or 
subsidiaries of  banks. If  this financing 
were in the form of  a loan to purchase 

an asset, then it would be recorded. 
Call it a lease and miraculously it does 
not show up in your books.’

We are back in the world of  off-
balance sheet financing. But history, 
as the recollections of  Hoogervorst 
and McGregor make plain, shows that 
the IASB, as long as it sticks to the 
simple arguments, the ones that seem 
commonsense, tends to win in the 
long run. Expect more entertainment 
through 2013.

Robert Bruce is a commentator  
and journalist

One extraordinary phone call featured in the events leading up to the 
European Commission’s infamous carve-out of bits of the hedge accounting 
standard because it upset the sang-froid of several politically powerful French 
banks in 2004. As ever, the pressure on the IASB and its chairman, Sir David 
Tweedie, to cave in was huge. Board member Warren McGregor has now 
detailed what happened. ‘As an example of the pressure being applied at 
the time, Tweedie received a phone call from a person with a French accent 
informing him that the French government had promised him the chairman’s 
job and asked him if he would be happy to answer some questions about 
the job. Tweedie duly agreed. At the conclusion of the call the caller asked 
Tweedie if there was anything else he should know. Tweedie replied: “Yes 
there is, I currently hold the position and I have no intention of resigning.” 
The caller was speechless.’

  *THE FRENCH CONNECTION

Fasten your seatbelts: the IASB is working 
on lease financing rules, which currently 
allow aircraft and other assets to be kept 
off the balance sheet
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Truly international standards

[The growth of Islamic finance brings a need 
for harmonising its standards with those of 
IFRS, says ACCA president Barry Cooper

I would like to take this opportunity to wish you all 
a very happy 2013. Wherever you work, I hope your 
organisation is meeting the challenges that the 
current economic conditions present. I know that 
your skills and expertise have never been in so much 
demand and that organisations put a high price on 
the value that you bring to them.

Towards the end of  last year, I was delighted 
to take part in ACCA’s International Assembly. We 
heard from some outstanding speakers and looked 
at a number of  key issues, including the progress 
being made on globalisation of  standards and the 
increasing role played by emerging economies in 
the standard setting process.

These discussions chimed with a report, Global 
alignment, produced by ACCA and KPMG which 
called for consistency and harmonisation in the way 
in which Islamic financial institutions report, and 
for the International Accounting Standards Board 
(IASB) and the Islamic finance industry to work 
together to develop guidance and standards, and to 
educate the investor community on key issues.

It also suggested the IASB consider issuing guidance 
on the application of  International Financial Reporting 
Standards (IFRS) when accounting for certain Islamic 
financial products; that it review the needs of  report 
users with leading Islamic finance standard setters and 
regulators; and that Islamic financial institutions should 
form an expert advisory group to help develop standards.

There have already been signs of  progress. IASB 
chairman Hans Hoogervorst told the International 
Assembly that the IASB was considering establishing an 
Islamic finance advisory committee. 

This is an excellent start but, given the growing 
importance of  Islamic finance, everyone involved in the 
sector needs to work to ensure that the sector operates 
to consistent and harmonised standards.

Professor Barry J Cooper is head of the 
School of Accounting, Economics and 
Finance at Deakin University, 
Australia 

Global alignment is at 
www.accaglobal.com/
corporate

Comment36

www.accaglobal.com/corporate


Smash the models

Comment

For most accountants, the new year 
starts by looking backwards – be it 
in practice, auditing accounts, or in 
industry and commerce preparing year-
end figures. It could be a sober review 
this year: some businesses may have 
prospered but most will have tottered 
along, held back by a zombie economy 
that appears unable to drag itself down 
the recovery path toward growth. 

Except, as we were told during 2012, 
things could have been a lot worse: the 
past five years have seen the poorest 
growth performance by the UK economy 
since the 1920s, except in one crucial 
respect. Thank goodness that, to date, 
there has been no Great Depression-
level of  unemployment. Indeed, to 
the astonishment of  economists, 
employment has risen since 2009, with 
jobs growth in the private sector making 
up for losses in the public sector. 

According to economists’ models, 
there should have been as much as an 
8% fall in UK jobs in the past five years. 
That would have presumably seen the 
streets filled with angry demonstrators, 
the likes of  which we have seen 
elsewhere in Europe. Yet employment 
has stayed more or less the same. 

Unable to see how their models are 
failing, economists have given this 
the snappy title of  the ‘productivity 
puzzle’. Tentative and unconvincing 
explanations have been suggested 
to justify the models’ veracity: the 
accuracy of  the figures, particularly 
GDP, has been questioned; and 
economists have also suggested that 
companies are hanging onto workers, 
either in the hope of  an upturn, or 
because it seems too much bother to 
sack people, especially as they are not 
demanding huge wage rises. 

The productivity puzzle is a symptom 
of  a larger problem: there appears to 
be no coherent explanation as to what 
is likely to happen in the economy. If  

[Despite economists’ failure to explain why the ‘zombie economy’ has not hit employment as hard as we 
feared, they appear to have escaped censure. It’s time they rose to the challenge, says Peter Williams

the banking industry and the regulators 
are having to reform and reinvent 
themselves following the global financial 
crisis, then so should the economists. 

Human beings believe in progress: we 
look at our world and see astonishingly 
rapid change in, for instance, medicine 
or digital technology. But it is unclear 
whether we have made similar progress 
in economics. While we have berated 
bankers, regulators and politicians for 
the fine mess in which we have found 
ourselves, economists seem to have 
escaped any real censure. 

Most professions have a healthy 
streak of  people who challenge widely 
held assumptions. The accountancy 

profession has heard such lone voices 
over the past decades; pains though 
they can be, they keep the rest of  us 
true to ourselves. The only gainsayer to 
have emerged from the economist ranks 
is the US’s Paul Krugman, who accuses 
his peers of  not wanting to get at the 
truth. He suggests his profession knows 
less than it did 40 years ago, and talks 
of  a ‘dark age of  macroeconomics’ in 
which 80-year-old fallacies are repeated 
as profound insights. 

In an age where deference is dead, 
we are usually willing to challenge 
those who should know more than 
us. Yet we seem to be accepting the 
same old arguments from economists 
who appear unable or unwilling to rise 
to the challenge of  a new age. The 
economy is too important to be left to 
the economists. It is time to smash the 
old models and find a better way.  

Peter Williams is an accountant 
and journalist
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The eyebrow-raising allegations of 
accounting improprieties levelled at 
Autonomy by its acquirer, Hewlett-
Packard, had me reaching for my ‘spot 
the dog’ checklist. This refers not so 
much to signs of financial distress – 
it’s too late by then – as to the big gap 
between valuation and reality which 
sets a company up for a fall. 

The trouble starts with good news. 
Too much of  it puts management 
under pressure. Autonomy, the software 
company whose co-founder was chief  
executive at the time of  HP’s $11bn 
purchase, was a poster child for 
innovative technology and rapid growth. 

In early 2003, when the market 
bottomed after the dotcom bubble, its 
shares were trading at around £1.20. 
In late 2011 HP paid £25.50 per share 
in cash. Between 2006 and 2008, 
Autonomy’s sales (measured in dollars) 
had doubled to about $500m and its 
operating profit margin soared from 
27% to 41%. More of  the same was 
clearly expected: its p/e ratio at the 
end of  2008 was about 50.

Fast-forward to Autonomy’s 2010 
annual report – the last before the 
takeover. The first thing to note is that 
it was still a relatively small company 
with sales of  $870m. The second is its 
astonishingly high operating margin 
of  45%. Revenue growth had, however, 
slowed to 18% – and to 16% in the 
first half  of  2011. 

As with other software companies, 
some revenues come from customer 
support contracts entailing payments 
in advance. This raises the question 
of  whether certain sales have been 
recognised early and also flatters the 
cash position. The issue of  ‘deferred 
revenue’ is set out in the annual 
report, audited by Deloitte, via both 
explanations and line items. 

Critics have made much of  
the accounting for sales through 

Fairytales vs fundamentals

Comment

[Out on the cutting edge of the technology sector, the grand corporate ambitions and the eye-popping 
financial performance are not always built on a foundation of solid accounting stone, says Jane Fuller 

intermediary companies, or resellers. 
The accounting policy section has 
a note on the evidence needed to 
recognise such a sale. It is clear that 
judgment is involved and collection 
may be complicated. 

As for profits, the word ‘adjusted’ 
should always attract questions. 
Autonomy is not unusual in excluding 
amortisation and restructuring costs. 
However, by the time it has counted out 
interest on convertible loan notes, the 

gap between IFRS pretax profits and 
its adjusted ones of  $379m is nearly 
$100m. This is racy, but again the 
company’s approach is clear.

The most puzzling thing is the issue 
of  those loan notes in March 2010, 
raising about $760m. The main aim 
was a war-chest for acquisitions. 
But the company had net cash and 
appeared profitable enough to support 
net debt of  several hundred million 
dollars. So why raise it at all? 

Also, Autonomy’s main source of  
growth was supposed to be organic. 
As it happens it had made significant 
purchases every other year since 2005, 
leading to nearly $1.4bn of  goodwill 
on its balance sheet. Once again the 
reality did not match the spin, but this 
was not difficult to detect.

The same can be said of  Autonomy’s 
corporate governance. Apparently, 
it was classic – chief  executive and 
FD balanced by five non-executives. 
But one of  the latter was co-founder 
Richard Gaunt (not claimed as an 
independent) and another had been 
around since 1998 and should not 
have been regarded as independent. 
That left three relative newcomers to 
challenge the incumbents if  necessary.

Maybe the investigations prompted 
by HP’s $8.8bn write-down of  
the acquisition price will turn up 
something. It did, however, pay a 
premium of  over 70% to a price already 
inflated by unrealistic expectations 
of  sales growth, apparently naive 
acceptance of  ‘adjusted’ profit 
margins, and oblivion to cashflow and 
balance sheet issues. The technology 
sector is littered with such dogs and it 
is not difficult to spot them.

Jane Fuller is former financial editor 
of the Financial Times and co-
director of the Centre for the Study of 
Financial Innovation think-tank
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Q How did you get into 
accountancy?
A I fell into accountancy. I 
had aspirations of  becoming 
an airline pilot and was in 
the process of  securing the 
required training through 
a scholarship with a major 
airline. Unfortunately such 
schemes were scrapped 
following 9/11 so I had to find 

a new career. I chose to train as an accountant: two 
very similar career paths, I know!

Q How has being an ACCA member helped you in 
your career?
A ACCA has played a big part in my career. It 
promotes your hard work and dedication to 
employers and prospective clients before you 
even meet them. I found the ACCA syllabus to 
be very balanced between the practical and 
theoretical aspects of  being either a practice- or 
industry-based accountant; that helps to make a 
very rounded individual. I enjoyed performance 
management and business analysis more than any 
other subject and made the decision to ensure I 
incorporated this into my work. Now, I specialise in 
delivering this type of  value-added service, so you 
could say ACCA has defined my career rather than 
helped it.

Q What has been your biggest achievement?
A In my ACCA studies I was fortunate enough to 
be a prizewinner, which was great recognition of  
the effort I had put in. But I would say my biggest 
achievement was setting up, operating and then 
merging my business into Evolution. It’s a hard 
slog, and really allows you to appreciate the highs 
and the lows your clients endure just to get going.

Q What are your interests outside of work?
A I try to get a couple of  holidays in a year to go 
diving and a little adventuring – I did want to grow 
up to be Indiana Jones at one point in my life!

FAST FACTS
Location: Wynyard and Hartlepool
Staff: 50 plus 

RTI UNAWARENESS RIFE 
A quarter of  small firms are unaware 
they must change their payroll 
systems in April under the Real Time 
Information programme. A survey 
of  1,700 small firms, conducted by 
the Federation of  Small Businesses 
(FSB), found that just 16% were 
up to speed. One in four had never 
even heard of  RTI. Two-thirds are 
not confident that RTI will meet its 
aims of  enabling HMRC to approve 
Universal Credit payments accurately 
and speedily. John Walker, FSB 
national chairman, said: ‘There 
are a number of  steps a business 
must complete before it can provide 
RTI to HMRC so it is critical those 
affected know about it. Of  the very 
small number of  firms aware of  the 
change, 30% have had to buy new 
software. HMRC needs to act now 
so that all small firms can prepare 
their business.’ For more, see 
Technical Update on page 58.

MERGER FOR SCOTTISH FIRMS
Two large independent Scottish 
accountancy firms – French Duncan 
and Macfarlane Gray – have merged. 
The combined business will have 
annual fee income of  £10m, almost 
200 staff  and eight offices. Macfarlane 
Gray will retain its name as part 
of  French Duncan LLP. The merged 
firm is looking to make further 
acquisitions and mergers. French 
Duncan chairman Robert Kerr said: 
‘We recognised Macfarlane Gray as a 
high-quality business with a similar 
ethos to ourselves: an ethos focused on 
delivering the best service to our clients 
and having some fun doing that.’ 

The view from: 
The North East: Kevin Howes ACCA, 
senior manager, Evolution

39 Practice The view from 
Kevin Howes of Evolution; 
time for a new year 
purge?; choosing the right 
corporate legal structure

45 Corporate The view 
from Felix Owusu Magyan 
of City Credit Capital; 
introducing the world of 
gamification; how to spot a 
bad customer

51 Public sector The view 
from Gareth Hills of the 
Association of Revenue 
and Customs; outcome-
based commissioning is 
here to stay
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New year, new start. Accountancy 
practices enter 2013 in the hope that 
the recent emergence from recession 
will be sustained, that the economic 
conditions will improve or that this 
year will see a return to growth.
That said, there remains uncertainty 
around the prospects for the next 12 
months. The eurozone crisis continues 
to loom large, and many companies 
still sit on hoards of unspent cash, 
while there is increasing concern 
at the number of so-called zombie 
companies in the UK economy. 

But even if  there was cause to 
assume that things were really on the 
up, it would be no reason for 
complacency. And one of  the largest 
areas of  inattention for accountancy 
firms is the client list.

Anecdotally most firms realise they 
have a collection of  valued clients, as 
well as a long list of  customers they 

would be better off  without. It’s a 
discomfiting thought and the new year 
is a time when the long-delayed effort 
to spruce up the client list can finally 
be tackled.

What’s the problem?
The issue for many firms is that  
their partners and their staff  find 
themselves dedicating large chunks of  
their time to clients who demand much 
but produce less than satisfying 
margins. Indeed, whether big or small, 
generating chunky fees or pocket 
money, some clients may account for 
hours of  uncharged time, or simply fail 
to pay their bills, making them 
uneconomic. That conclusion can lead 
to only one thing – parting company 
with a client or, in extreme cases, 
carrying out a general purge.

The trouble is many practitioners 
veer away from confronting the issue. 

According to experts, facing up to 
the idea that some of  your clients are 
less than welcome is never an easy 
task for practitioners. The very act is 
fraught with ideas that go against the 
grain. Heather Townsend, author of  the 
Financial Times Guide To Business 
Networking and a new tome How to 
make partner and still have a life, cites a 
litany of  issues – cultural and 
structural – that prevents firms from 
weeding out the chaff  from their client 
portfolios. She says accountants are by 
nature ‘farmers not hunters’. Culling 
clients, possibly nurtured over several 
years, in order to pursue new prey is 
not an ingrained reflex. 

Accountants, Townsend believes, are 
all too ready to shy away from difficult 
conversations. More importantly, a 
close examination of  the client 
portfolio is therefore not built into 
strategy. Worse still, Townsend  

Sifting your client list
All practices have good and bad clients, so why not start the new year by having a close 
look at your client list and getting rid of those that are unprofitable and unrewarding?
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ACCOUNTANTS ARE BY NATURE FARMERS NOT
HUNTERS. CULLING CLIENTS, POSSIBLY NURTURED 
OVER SEVERAL YEARS, IN ORDER TO PURSUE NEW 
PREY IS NOT AN INGRAINED REFLEX

makes the point that in many firms a 
partner’s influence may be determined 
by the size of  his or her own individual 
portfolio of  clients. Cutting clients is 
therefore undermining influence within 
the practice. Never an attractive option. 

That view is shared by Phil Shohet, a 
director at the consultancy Kato. The 
worst offence involves partners asking 
their credit control departments to 
avoid pursuing a client for their invoice 
because they are concerned about 
upsetting them, he says.

In some cases, big portfolios can 
give partners the leverage they need to 
demand a bigger profit share, even if  
their clients are not exactly star 
performers, undermining the argument 

for dumping clients that are simply  
too much trouble. If  partners are 
measured on the size of  their portfolio, 
the problem could go from being 
cultural to structural.

Townsend believes this leads to 
ill-considered ways of  managing what 
appear to be underperforming 
partners. ‘What they typically do is 
have a run of  poor results and then 
they will have a night of  the long 
knives. What they won’t do is tackle the 
situation much earlier,’ she says.

Damage to reputation
There are other fears though, with 
perhaps the greatest of  all for a firm 
being reputational damage. Julie 
Adams, managing partner of  Menzies, 
believes a wholesale clear-out of  clients 
could lead to denting a firm’s 
reputation, especially at a local level.

Of  course, this is not just about a 
long tail of  small, poorly performing 
clients. A firm could find itself  overly 
reliant on a small number of  large 
clients that are still too demanding and 
not paying enough. Shohet quotes an 
example of  a firm earning hundreds of  
thousands of  pounds from one 

particular client, but doing enough 
work to charge twice as much. That so 
much time is uncharged is a major 
drain on the firm’s resources.

This brings us back to the difficult 
conversations that need to take place. 
The results may not be as painful as 
you might think. The issue needs to be 
confronted and can turn to an 
advantage, taking the issue from 
merely processing work to deepening 
the bond between client and service 
provider. Adams diagnoses the 
problem like this: ‘We tend to deal with 
the assignment rather than the 
relationship.’ She believes it’s 
communications that need to be 
improved. She gives the example of  

approaching a client to resign their 
work over historic difficulties, only for 
the client to say they were never told 
there was a problem. The difficulty  
was resolved and the client remained 
with the firm.

But what leads partners into leaving 
problem clients to fester until the only 
way appears to be to resign? For some 
the problem leads to deeper underlying 
issues with the way a firm is structured 
and its partners measured and 
incentivised. Shohet says: ‘Purges go 
right to the heart of  a firm and its 
business model.’ Peter Gillman, 
managing partner at Price Bailey, says 
the problem ‘strays into areas of  
performance management’. 
Gillman’s answer at Price 
Bailey was to dump fee or 
billing targets for partners. 
The targets now function  
only at a 
departmental level. 
The result is that 
partners are 
now more 
willing to 
share work 
around the 

practice in order to provide the right 
service level.

‘By getting rid of  partner statistics, 
it means that the client and their work 
is done by the right people,’ says 
Gillman. He adds: ‘You can have a 
purge, but if  you give a partner a fee 
target, is he or she going to continue 
that purge? Probably not.’

Interestingly, the change at Price 
Bailey took place after Gillman took 
over running the business. Which 
segues into a further issue: leadership.

Who’s responsible?
Taken together, the failure to manage a 
client portfolio correctly and the need 
to resolve the underlying causes falls to 
the person running the firm. ‘It 
requires a strong managing partner,’ 
says Shohet. And these leaders 
encounter their own difficulties, 
especially if  they are trying to run their 
own client portfolio, he adds. Townsend 
agrees, insisting it all comes down to 
‘strong leadership and strategy’. She 
advises that a firm needs a clear vision 
of  where it’s going. But this needs a 
leader who can sometimes be 
undermined by the firm’s own  
founding principles. 

In short, according to Townsend, the 
role of  the managing partner is often 
poorly defined, leaving the incumbent 
without the necessary authority to act 
decisively. ‘You get in on a very loose 
mandate and then you wonder what 
you are there for,’ she concludes.

Gavin Hinks, journalist
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‘I’VE SEEN A CLIENT TURNING OVER £1M CHOOSING 
TO STAY AS A SOLE TRADER BECAUSE HE DIDN’T 
WANT TO REVEAL TOO MUCH DETAIL TO RIVALS’

When individuals set up a business, 
the decision on which corporate 
structure to adopt is one item on 
the agenda that must be settled 
decisively. For many it will probably be 
one of their earliest encounters with 
compliance and how an accountant in 
practice who is asked for assistance 
responds can go a long way towards 
defining the relationship.

For this kind of  task presents an 
opportunity to do more than just set 
out and explain the liability, filing and 
tax issues. It also gives an accountant 
who is on the ball the chance to start 
probing the unwritten business plan 

along with an opportunity to start 
adding value early on. 

Mark Gold, partner with Silver 
Levene and chairman of  ACCA’s Global 
Forum for SMEs, says: ‘For 
accountants, the key to helping people 
make the right decision is asking 
questions and finding out their 
expectations and intentions.’

For many, the choice between 
becoming a sole trader, a limited 
company or a partnership will be fairly 
straightforward. The right choice will 

depend on what kind of  issues matter 
most to them. For many, minimising 
the tax liability will be key. For some, 
privacy on performance and revenue 
will be more important. 

‘I have seen a client turning over 
£1m choosing to stay as a sole trader, 
undoubtedly paying more tax than he 
needed to, but keeping things that way 
because he didn’t want to reveal too 
much detail to competitors,’ says Gold.

Norman Younger FCCA, managing 
director of  Formations Direct, says he 
has seen no fall-off  in company 
formations. However, he adds that he 
would hesitate to read into that any sort 

of  recovery story. ‘A lot of  people 
become self-employed or set up in 
business as a necessity,’ he points out. 
‘They set up a limited company as a 
way of  contracting to a former 
employer, for instance. The fact that 
figures are holding up is not necessarily 
indicative of  an economic pick-up.’

Changes to corporation tax rates and 
top-rate income tax aside, there is 
probably little in the current climate 
that will force radical changes in the 
decision on structure. A key point, says 

Gold, is that in the UK all the options 
offer reasonable flexibility as long as 
the business owner or sole trader 
understands the main advantages and 
limitations of  their chosen structure. 

For the sole trader whose business 
grows in a meaningful way, 
incorporating as a limited company 
further down the line is a good option. 
It also acts as a useful way of  building 
in more protection. ‘A limited company 
will suit them if  there is a real danger 
that personal assets are at risk as the 
company grows,’ says Gold.

Sole traders
In the UK, 3.6 million individuals 
operate as sole traders. The economic 
climate has prompted many, either 
through choice or the loss of  
employment, to set up on their own.

It remains quick and easy to set up 
as a sole trader, with no requirement to 
register with Companies House. 

The main downside is risk. There is 
no legal protection of  personal assets 
if  the business incurs debts or attracts 
a lawsuit. Yet even this need not prove 
an insurmountable barrier. A lawyer or 
accountant can protect themselves 
with liability insurance while a 
photographer or consultant is more 
likely to suffer reputational damage 
than far-reaching financial harm.

But although the top rate of  personal 
taxation is coming down from 50% to 

Perfectly formed
Sole trader, partnership or limited company? The decision about which legal corporate 
structure to adopt means addressing key issues of risk, tax and profit sharing

Practice42

www.formationsdirect.com


45%, the sole trader arrangement is 
not the most tax-efficient option for 
high earners.

Partnerships
Partnerships remain a popular option 
for groups of  professionals who trade 
on their expertise. A partnership is 
still a good way of  acknowledging 
mutual commitment in sharing costs, 
decisions and other responsibilities 
– provided, that is, you have set up a 
formal partnership agreement that 
specifies how you will share profits or 
losses and settle disputes. 

This can be an important issue for 
the accountant to probe at the outset, 
Gold says. ‘In a 50:50 partnership,  
you need to know who’s going to make 
the final decision. This can be very 
simple, but it needs to be decided at 
the outset.’

Other than that, filing arrangements 
are straightforward; there is no need 
for a balance sheet and another key 
advantage is flexibility in profit sharing.

Liability can be a sticking point. 
Partners are personally liable for debts. 
Creditors can put in a claim against 
their personal assets, even if  debts are 
incurred by another partner.

Limited liability partnerships
Limited liability partnerships have 
been around for over a 
decade. They provide 
greater security for 
partners because they 
limit liability to the 
amount invested. If  
debts are incurred, 
creditors may seize 
business assets but  
not personal assets.

‘You get the protection of  a limited 
company, but you are taxed as if  you 
were a partnership,’ says Gold.

Limited liability partnerships must 
file company documents with the 
registrar of  companies, as well as 
accounts and an annual return. 

Limited company
Limited companies are the most 
popular choice for small businesses. 
Figures from the Department of  
Business Innovation and Skills for 2011 
show that 1.3 million limited companies 
are active in the UK, compared with 
447,000 partnerships.

The ability for directors who are 
also shareholders to draw both a 
salary and dividends makes it an 
attractive option for growing 
companies, particularly with 
corporation tax coming down.

Keep talking
The key to it all is to keep the dialogue 
with clients going. ‘A good accountant 
has to understand clients’ needs 
now and in the future to advise what 
structure best meets their business 
and personal requirements,’ says Gold.

Liz Loxton, journalist
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House Price Index
2008 2009 2010 2011 2012

January 619.1 517.2 535.7 522.6 514.2
February 626.1 515.3 537.2 523.3 514.3
March 616.9 508.3 543.1 524.8 528.9
April 618.0 508.6 552.7 525.3 521.7
May 603.5 520.7 547.6 525.4 523.6
June 588.3 514.0 538.5 529.6 528.3
July 577.5 520.1 544.8 533.1 526.3
August 567.7 524.1 546.6 524.6 518.5
September 561.0 533.5 529.6 525.5 519.3
October 544.2 535.4 534.9 531.8 517.2
November 527.1 536.0 528.4 520.4
December 512.8 541.3 522.7 510.7
All Houses (January 1983 = 100) Source: Halifax 

January 2013
Figures compiled on 5 December 2012

Bank Base Rates

LIBOR

Mortgage Rates

Date Rate
7.8.97 7.00%
6.11.97 7.25%
4.6.98 7.50%
8.10.98 7.25%
5.11.98 6.75%
10.12.98 6.25%
7.1.99 6.00%
4.2.99 5.50%
8.4.99 5.25%
10.6.99 5.00%
8.9.99 5.25%
4.11.99 5.50%
13.1.00 5.75%
10.2.00 6.00%
8.2.01 5.75%
5.4.01 5.50%
10.5.01 5.25%
2.8.01 5.00%
18.9.01 4.75%
4.10.01 4.50%
8.11.01 4.00%
6.2.03 3.75%

Date Rate
10.7.03 3.50%
6.11.03 3.75%
5.2.04 4.00%
6.5.04 4.25%
10.6.04 4.50%
5.8.04 4.75%
4.8.05 4.50%
3.8.06 4.75%
9.11.06 5.00%
11.1.07 5.25%
10.5.07 5.50%
5.7.07 5.75%
6.12.07 5.50%
7.2.08 5.25%
10.4.08 5.00%
8.10.08 4.50%
6.11.08 3.00%
4.12.08 2.00%
8.1.09 1.50%
5.2.09 1.00%
5.3.09 0.50%

Date Rate
1.6.01 7.00%
1.9.01 6.75%
1.10.01 6.50%
1.11.01 6.25%
1.12.01 5.75%
1.3.03 5.65%
1.8.03 5.50%
1.12.03 5.75%
1.3.04 6.00%
1.6.04 6.25%
1.7.04 6.50%
1.9.04 6.75%
1.9.05 6.50%
1.9.06 6.75%

Date Rate
1.12.06 7.00%
1.2.07 7.25%
1.6.07 7.50%
1.8.07 7.75%
1.1.08 7.50%
1.3.08 7.25%
1.5.08 7.00%
1.11.08 6.50%
1.12.08 5.00%
1.1.09 4.75%
1.2.09 4.50%
1.3.09 4.00%
1.4.09 3.50%
4.1.11 3.99%

Existing Borrowers - Source: Halifax 

2009 2010 2011 2012
January 2.17% 0.62% 0.77% 1.08%
February 2.05% 0.64% 0.80% 1.06%
March 1.65% 0.65% 0.82% 1.03%
April 1.45% 0.68% 0.82% 1.01%
May 1.28% 0.71% 0.83% 0.99%
June 1.19% 0.73% 0.83% 0.90%
July 0.89% 0.75% 0.83% 0.74%
August 0.69% 0.73% 0.89% 0.68%
September 0.54% 0.74% 0.95% 0.60% 
October 0.59% 0.74% 0.99% 0.53%
November 0.61% 0.74% 1.04% 0.52%
December 0.61% 0.76% 1.08%
3 MONTH INTERBANK - closing rate on last day of month

Retail Prices Index
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

January 154.4 159.5 163.4 166.6 171.1 173.3 178.4 183.1 188.9 193.4 201.6 209.8 210.1 217.9 229.0 238.0
February 155.0 160.3 163.7 167.5 172.0 173.8 179.3 183.8 189.6 194.2 203.1 211.4 211.4 219.2 231.3 239.9
March 155.4 160.8 164.1 168.4 172.2 174.5 179.9 184.6 190.5 195.0 204.4 212.1 211.3 220.7 232.5 240.8
April 156.3 162.6 165.2 170.1 173.1 175.7 181.2 185.7 191.6 196.5 205.4 214.0 211.5 222.8 234.4 242.5
May 156.9 163.5 165.6 170.7 174.2 176.2 181.5 186.5 192.0 197.7 206.2 215.1 212.8 223.6 235.2 242.4
June 157.5 163.4 165.6 171.1 174.4 176.2 181.3 186.8 192.2 198.5 207.3 216.8 213.4 224.1 235.2 241.8
July 157.5 163.0 165.1 170.5 173.3 175.9 181.3 186.8 192.2 198.5 206.1 216.5 213.4 223.6 234.7 242.1
August 158.5 163.7 165.5 170.5 174.0 176.4 181.6 187.4 192.6 199.2 207.3 217.2 214.4 224.5 236.1 243.0
September 159.3 164.4 166.2 171.7 174.6 177.6 182.5 188.1 193.1 200.1 208.0 218.4 215.3 225.3 237.9 244.2
October 159.5 164.5 166.5 171.6 174.3 177.9 182.6 188.6 193.3 200.4 208.9 217.7 216.0 225.8 238.0 245.6
November 159.6 164.4 166.7 172.1 173.6 178.2 182.7 189.0 193.6 201.1 209.7 216.0 216.6 226.8 238.5
December 160.0 164.4 167.3 172.2 173.4 178.5 183.5 189.9 194.1 202.7 210.9 212.9 218.0 228.4 239.4
13th January 1987 = 100  Source: ONS

“OFFICIAL RATE”*
Effective Date Rate
6.3.99 6.25%
6.1.02 5.00%
6.4.07 6.25%
1.3.09 4.75%
6.4.10 4.00%

*Benefits in Kind: Loans to employees
earning £8,500+ - official rate of interest.
Official rate for loans in foreign currencies: Yen:
3.9% w.e.f. 6.6.94; Swiss F: 5.5% w.e.f. 6.7.94
(previously 5.7% w.e.f. 6.6.94).

INTEREST ON UNPAID / OVERPAID
INHERITANCE TAX

Effective Date Rate
27.1.09 1.00%/1.00%
24.3.09 0.00%/0.00%
29.9.09 3.00%/0.50%

INTEREST ON LATE PAID
INCOME TAX, CGT, STAMP DUTY

AND STAMP DUTY RESERVE
Effective Date Rate
6.12.08 5.50%
6.1.09 4.50%
27.1.09 3.50%
24.3.09 2.50%
29.9.09 3.00%

INTEREST ON OVERPAID
INCOME TAX, CGT, STAMP DUTY

AND STAMP DUTY RESERVE
Effective Date Rate
6.11.08 2.25%
6.12.08 1.50%
6.1.09 0.75%
27.1.09 0.00%
29.9.09 0.50%

MARCH DECEMBER
YEN US$ SFr € YEN US$ SFr €

2006 205 1.74 2.27 1.43 2006 233 1.96 2.39 1.48
2007 233 1.97 2.39 1.47 2007 222 1.99 2.25 1.36
2008 198 1.99 1.97 1.25 2008 130 1.44 1.53 1.04
2009 142 1.43 1.63 1.08 2009 150 1.61 1.67 1.13
2010 142 1.52 1.60 1.12 2010 127 1.57 1.46 1.17
2011 133 1.60 1.47 1.13 2011 120 1.55 1.45 1.20
2012 132 1.60 1.44 1.20

Certificates of Tax Deposit
w.e.f. 6.3.09 w.e.f. 6.2.09 w.e.f. 9.1.09

up to £100K 0.00% (0.00%) 0.00% (0.00%) 0.00% (0.00%)
£100K+ 0-1 mth 0.00% (0.00%) 0.00% (0.00%) 0.00% (0.00%)
£100K+ 1-3 mth 0.75% (0.00%) 1.00% (0.50%) 1.50% (0.75%)
£100K+ 3-6 mth 0.75% (0.00%) 1.00% (0.50%) 1.25% (0.50%)
£100K+ 6-9 mth 0.75% (0.00%) 1.00% (0.50%) 1.25% (0.50%)
£100K+ 9-12 mth 0.75% (0.00%) 0.75% (0.25%) 1.25% (0.50%)
Encashment rates shown in brackets. Above rates are paid gross but are liable to tax. 

HM Revenue & Customs Rates

Data specially compiled for            by

% Annual Inflation
2007 2008 2009 2010 2011 2012

January 4.2% 4.1% 0.1% 3.7% 5.1% 3.9%
February 4.6% 4.1% 0.0% 3.7% 5.5% 3.7%
March 4.8% 3.8% -0.4% 4.4% 5.3% 3.6%
April 4.5% 4.2% -1.2% 5.3% 5.2% 3.5%
May 4.3% 4.3% -1.1% 5.1% 5.2% 3.1%
June 4.4% 4.6% -1.6% 5.0% 5.0% 2.8%
July 3.8% 5.0% -1.4% 4.8% 5.0% 3.2%
August 4.1% 4.8% -1.3% 4.7% 5.2% 2.9%
September 3.9% 5.0% -1.4% 4.6% 5.6% 2.6%
October 4.2% 4.2% -0.8% 4.5% 5.4% 3.2%
November 4.3% 3.0% 0.3% 4.7% 5.2%
December 4.0% 0.9% 2.4% 4.8% 4.8%

Source: ONS

% Change Average Weekly Earnings
2008 2009 2010 2011 2012

January 3.6% -1.7% 0.6% 4.3% 0.1%
February 4.6% -5.7% 5.2% 1.0% 0.7%
March 4.8% -1.1% 6.6% 2.4% 0.9%
April 4.8% 1.7% 0.4% 2.5% 2.4%
May 4.2% 0.9% 1.1% 2.4% 1.8%
June 3.4% 1.1% 2.1% 3.4% 1.4%
July 3.2% 0.3% 1.8% 3.1% 1.6%
August 3.2% 0.3% 2.1% 2.1% 2.3%
September 2.8% 0.9% 2.3% 1.8% 1.7%*
October 3.6% 0.7% 2.1% 2.1%
November 2.3% 0.8% 2.1% 2.1%
December 2.5% 0.7% 1.3% 2.0%
Whole GB economy unadjusted Figures include bonuses and arrears
*Provisional                                                                          Source: ONS

Exchange Rates on last working day

Source: Barclays

www.moneyfactsgroup.co.uk
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Late Payment of Commercial Debts
From              To Rate
1.1.11 30.6.11 8.50%
1.7.11 31.12.11 8.50%

The Late Payment of Commercial Debts (Interest) Act 1998
For contracts from 1.11.98 to 6.8.02 the rate applying is the Bank of England
Base Rate that was in place on the day the debt came overdue plus 8%.
The Late Payment of Commercial Debts (Interest) Regulations 2002
For contracts from 7.8.02 the rate is set for a six month period by taking the
Bank of England Base Rate on 30 June and 31 December and adding 8%.

Courts
ENGLISH COURTS
Judgment Debts: High Court (& w.e.f. 1.7.91 County Courts) 8% w.e.f.
1.4.93 (previously 15% w.e.f. 16.4.85).

Funds in Court: Special Rate (persons under disability) 0.5% w.e.f.
1.7.09 (previously 1.5% w.e.f. 1.6.09). Basic Rate (payment into court)
0.3% w.e.f. 1.7.09 (previously 1% w.e.f. 1.6.09).

Interest in Personal Injury cases: Future Earnings - none. Pain &
Suffering - 2%. Special Damages: same as “Special Rate” - see Funds
in Court above (½ Special Rate payable from date of accident to date
of judgment). 

Interest Rate on Confiscation Orders in Crown & Magistrates Courts:
same rate as applies to High Court Judgment Debts.

SCOTTISH COURTS
Decrees: Court of Session & Sheriff Courts 8% w.e.f. 1.4.93 (previously
15% w.e.f. 16.8.85).

NORTHERN IRISH COURTS
Judgment Debts: High Court: 8% w.e.f. 19.4.93 (previously 15% w.e.f.
2.9.85). County Court 8% w.e.f. 19.4.93 (previously 15% w.e.f. 19.5.85).
Interest on amounts awarded in Magistrate Courts 7% w.e.f. 3.9.84.

ADMINISTRATION OF ESTATES
England & Wales: Interest on General Legacies: 0.3% w.e.f. 1.7.09
(previously 1% 1.6.09). Interest on Statutory Legacies: 6% w.e.f.
1.10.83 (previously 7% w.e.f. 15.9.77).

From 1.10.10 the standard interest rate will be the BoE published
monthly avge mortgage interest rate. Can claim mortgage interest
on, up to £200,000  of the motgage. Waiting period 13 weeks.

Effective Date Rate
17.12.06 6.58%
18.2.07 6.83%
17.6.07 7.08%

Effective Date Rate
12.8.07 7.33%
13.1.08 7.08%
16.3.08 6.83%

Effective Date Rate
18.5.08 6.58%
16.11.08 6.08%
1.10.10 3.63%

Income Support Mortgage Rate

DATA PAGE

From              To Rate
1.1.12 30.6.12 8.50%
1.7.12 31.12.12 8.50%

the adviser’s portal

All rates and terms are subject to change without notice and should be checked before finalising any arrangement. No liability can be accepted for any direct or
consequential loss arising from the use of, or reliance upon, this information. Readers who are not financial professionals should seek expert advice.
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www.moneyfactsgroup.co.uk


Q What does your role involve?
A City Credit Capital is a rapidly expanding 
Financial Services Authority-regulated entity, so 
my role is varied and ever-changing, from risk and 
capital adequacy reporting to the more traditional 
functions of  heading day-to-day financial activities, 
including planning, analysis and reporting.

Q What challenges and opportunities does the 
market currently hold for your clients?
A This highly volatile environment is seen as 
optimal for investors who favour short-term 
strategies, a practice favoured by many forex 
(foreign exchange) traders. Since a majority of  our 
clients trade forex as a substantial part of  their 
portfolios, the current environment is presenting 
them with unprecedented opportunities.

Q How do you keep up to date?
A CPD courses are a good way of  keeping myself  
up to date. However, if  you work for a firm that 
provides services across multiple jurisdictions, 
especially in the highly regulated forex market, 
then you have to do a bit more than that. I 
subscribe to alerts from compliance and law 
firms, in addition to maintaining long-lasting 
relationships with authorities and colleagues in 
similar industries. Having the compliance team 
next door to me doesn’t hurt either.

Q What are your career hopes?
A I sit on the board of  directors of  a local 
charity, Enfield Parents and Children. I’m 
always looking for ways to develop myself  
to be a more rounded and valuable board 
member. My goal in the mid-to-
long term is to reach CFO level, 
developing the right skill set for 
the top job as a CEO.

FAST FACTS
Short CV: Rocksons 
Chartered Certified 
Accountants, OJK, City 
Credit Capital
Interests: Reading, 
current affairs, 
playing tennis

LONDON TAXIS GROUNDED 
Accounting failures and several 
years of  trading losses have led to 
Manganese Bronze, the manufacturer 
of  London taxis, being placed 
into administration. The company 
had a turnover of  £75m and 277 
employees. It reported losses for 
four years, reflecting weak UK sales, 
problems with its supply chain and 
unexpectedly high warranty costs. 
A fault with cars’ steering led to a 
recall of  about 400 vehicles, the 
suspension of  sales and a cashflow 
crisis. The discovery of  material 
accounting errors in September 
required adjustments to prior-year 
accounts, increasing previously 
reported operating losses by £4.25m, 
to £4.7m in the 2011 year. The 
administrators – Matthew Hammond, 
Tony Barrell, Ian Green and Mike 
Jervis of  PwC – are seeking to sell 
the business as a going concern.

SLOW RETURN FOR CONFIDENCE
Confidence is slowly returning in the 
business sector, according to research 
conducted for Baker Tilly. There 
was a 4% increase in confidence for 
2013, compared with 2012. Nearly 
half  of  business leaders expect sales 
to rise this year. However, a third of  
businesses expect gross margins to 
fall, with a similar proportion expecting 
to reduce staff  numbers. Meanwhile, 
Baker Tilly/Company Watch’s SME 
Distress Monitor – which aggregated 
the filed accounts of  25,000 UK 
businesses with turnover between 
£5m and £25m – showed that nearly 
a quarter had insufficient funds to pay 
short-term debts and may be unable to 
fund any future recovery.

The view from: 
Financial services: Felix Owusu 
Magyan ACCA, financial controller, 
City Credit Capital

45 Corporate The view 
from Felix Owusu Magyan 
of City Credit Capital; 
introducing the world of 
gamification; how to spot 
a bad customer

39 Practice The view from 
Kevin Howes of Evolution; 
time for a new year 
purge?; choosing the right 
corporate legal structure

51 Public sector The 
view from Gareth Hills 
of the Association 
of Revenue 
and Customs; 
outcome-based 
commissioning is 

here to stay 
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‘IT’S MORE ABOUT UNDERSTANDING WHAT 
MOTIVATES YOUR EMPLOYEES. YOU HAVE TO FIND 
WAYS TO MOTIVATE PEOPLE OTHER THAN MONEY’

While most of us have a competitive 
streak, it’s not always something to 
be proud of. It’s one thing to want 
to improve on last year’s time when 
running the marathon; it’s quite 
another to ruthlessly crush your 
seven-year-old nephew at Scrabble. 
Nevertheless, as our competitive 
instincts can make all the difference 
between success and failure in our 
business and personal lives, it’s no 
wonder that some organisations are 
trying to harness these instincts in  
the workplace through a process 
known as gamification.

Never heard of  it? Well, put simply, 
gamification is the process of  using 
game thinking and game mechanics 
such as those found in computer 
games to make commonplace 
experiences more engaging. It’s not 
about playing actual games and it’s not 
about making life into a game.  
Examples of  game mechanics include 
taking risks, role playing and, of  
course, scoring points. 

‘The experience you’re gamifying has 
to be an everyday one, not something 
you manufacture,’ says Stefan Bardega, 
managing partner and head of  mobile 
innovation at media planning agency 
MediaCom. ‘It needs to be easy enough 
to be accessible, but difficult enough 
not to be boring. People need to find it 
challenging enough to keep doing it.’ 

Bardega highlights three important 
features of  gamification: a 
leaderboard, a reward strategy and 
social interaction. In short, it’s about 
competing against others. ‘Very few 

people are motivated by challenging 
themselves,’ he points out. 

Gamification might seem a relatively 
recent concept since the term has been 
in common currency only for the past 
couple of  years. But it has effectively 
been around since the dawn of  time. 

‘Humans love play,’ says Gabe 
Zichermann, a Canadian gamification 
expert and author of  Game-Based 
Marketing. ‘Our instinct is to use games 
to make the world a more fun and 
engaging place.’ 

He says that gamification has 
military origins. Bravery medals, for 
example, can be seen as a form of  
gamification since soldiers who 
outperform their peers on the field are 
rewarded with an accolade. 

He adds that digital technology and 
social media have transformed the 
scale on which gamification can be 
used. And the arrival in the workforce 
of  the so-called ‘millennial generation’ 
(individuals aged 25 or younger who 
grew up with games as part of  their 
culture) has given extra impetus to the 
trend. More and more organisations 
now see gamification as a way to 
motivate their employees to comply, 
perform and stay loyal. 

‘You can’t make work more 
interesting by gamifying it,’ says 

gamification consultant Toby 
Beresford, ‘but you can identify 
behaviours you want to encourage and 
gamify those.’

Gamification can drive a range of  
employee behaviours from reducing 
lateness and sickness to entering data 

accurately, using software properly and 
visiting the gym. Bardega suggests 
that gamification is a good alternative 
to the traditional annual human 
resources review process where key 
performance indicators (KPIs) tend to 
be set at the start of  the year and only 
revisited 12 months later. ‘Gamification 
is an ongoing, continuous opportunity 
to motivate people,’ he explains. 

In the US, a web-based social 
performance tool called Rypple 
capitalises on this advantage of  
continuous motivation. It provides a 
smartphone app that allows employees 
to give instantaneous feedback to 
superiors, peers and subordinates.

Gamification lends itself  to a call 
centre environment where the work is 
mundane and repetitive but the total 
value of  sales made by each agent can 
easily be notched up on a leaderboard. 

But can it also be used in the finance 
function? Beresford proposes a 
leaderboard that ranks members of  the 
finance team according to the number 

On top of your game
Gamification may be a buzzword in business, but it could help accountancy firms to 
improve their performance by driving a range of attractive employee behaviours 
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of  invoices they have issued to reduce 
outstanding invoices. 

He believes that accountancy firms 
could also gamify referrals by using 
leaderboards. He suggests firms could 
send out tax and accounting modules 
to business prospects every week. After 
reading the modules, those prospects 
answer questions on a website to 
qualify for points granting them several 
hours of  free accountancy advice.

Business expense procedures also 
present an opportunity for the finance 
function to employ gamification. 
Employees of  US technology giant 
Google have a set daily limit for 
business trip expenses. If  they spend 
under the limit, they can use the 
difference to upgrade future business 
trips, donate the money to charity or 
get half  of  it back in cash. It is a 
strategy that has apparently saved 
Google millions. 

But gamification does arguably have 
a dark side. Some see it as devious, 
manipulative and even Big Brotherish. 
‘That’s the main complaint or concern,’ 
says Zichermann. ‘It’s definitely a 
marked increase in the amount of  
vigilance that a company is putting on 
an individual’s action. But does the 
company have the right to get that data? 
It does in almost every jurisdiction.’  

‘Everyone’s motivated by different 
things,’ says Bardega. ‘Some people 
are motivated by money, some by 
getting a pat on the back from the 
boss, some by competing against other 
employees. It’s less about being 
manipulative and more about 
understanding what motivates your 
employees. In today’s climate, you have 
to find ways to motivate people other 
than money.’

Gamification might be something of  
a buzzword at present, but you may be 
coming across it a lot more over the 
next five years. Analyst Gartner has 

  *HOW GAMIFICATION CHANGED HISTORY

  *GAMIFICATION AROUND YOU

* Canned food What’s the connection between Napoleon Bonaparte and 
a tin of  baked beans? Well, Napoleon, looking for a way to keep his armies 
better supplied, in 1800 offered the princely sum of  12,000 francs for 
the inventor of  a new method of  preserving food. Nicolas François Appert 
successfully claimed the prize 10 years later after devising an effective 
process that involved heating food and preserving it in airtight containers.

* Air travel Hotel owner Raymond Orteig offered a $25,000 reward to the 
first aviator to fly non-stop from New York to Paris or vice versa. Relatively 
unknown American Charles Lindbergh landed the windfall in 1927 after he 
made the crossing in his aircraft Spirit of  St Louis, flying for over 33 hours.

* Happy hour The principle of  half-price cocktails before 10pm apes the 
strategy of  computer games designers who incentivise players to join their 
games at specific times. 

* Speed cameras Have you ever been rewarded with a happy face for 
driving under 30 miles an hour or chastised with a sad face for exceeding 
the speed limit? That’s gamification.

* Fitness clubs Customers who are keen in January have often fallen by the 
wayside come March. So gyms use leaderboards to provide motivation by 
ranking how far you’ve run and how many calories you’ve burned.

* Foursquare This free mobile phone app allows users to ‘check in’ every 
time they visit a new venue and connect with friends, earning points along 
the way.

* Klout A leaderboard that measures your online influence, Klout looks at 
how influential you are compared with your friends and peers using data 
from social media sites.

predicted that more than 70% of  the 
world’s 2,000 largest public companies 
will have at least one ‘gamified’ 
application by 2014. Think you have a 
competitive streak? You may have seen 
nothing yet.

Sally Percy, journalist
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THERE WAS THE MAN WHO TEST-DROVE A PORSCHE
FOR AN AFTERNOON AND USED IT TO GO TO HIS
 WEDDING – STAFF FOUND CONFETTI IN THE BOOT

It’s January and that means returns 
time for Britain’s retail industry. The 
longest queues are not at the checkout 
– they’re at the customer service 
counters where buyers are handing 
back purchases they don’t want.

Tamira King, a lecturer at Cranfield 
School of  Management, studied two 
mass-market retailers, 150 independent 
shops and 530 UK shoppers. She found 
that returns (‘de-shopping’ in the trade) 
are a ‘massive problem’ for UK stores.

Party frocks are a favourite item in 
the new year return queues, King 
reports. They are worn once over the 
festive season and then get returned 
because they allegedly don’t fit. 

In eight years of  research into the 
profit-sapping phenomenon of  de-
shopping, King has seen it all. There 
was the man who test-drove a Porsche 
for an afternoon and used it to go to his 
wedding. Showroom staff  found confetti 
in the car’s boot. There was the camera 
returned as unsuitable in its original 
packaging, except the camera in the box 
was a cheaper model than the top-of-
the-range version which had been sold. 
And there was the man who took back a 
tin of  paint because it was the wrong 
colour – staff  later found a brick at the 
bottom of  the tin which the painter had 
inserted to make up the small amount 
he’d used on a touch-up job.

It’s tough for Britain’s retailers who 
know what’s going on, but can’t call 
their customers liars to their face. And 
it means that for many struggling stores 
the January trading figures will look 
grimmer than they should, after 
returned goods are taken into account.

In fact, this year the value of  returned 
goods could well top £6bn, according to 
figures compiled by Mike Bernon, a 
senior lecturer within the Centre for 
Logistics and Supply Chain 
Management at Cranfield School  
of  Management.

But the de-shoppers are just one 
symptom of  a growing problem for a 
wide swathe of  Britain’s businesses 
– the bad customer. Conventional 
wisdom used to have it that all 
customers were good. But, increasingly, 
companies in more industries – 
business-to-business (B2B) as well as 
business-to-consumer – are coming 
round to the view that not all customers 
are the valued revenue streams they’re 
cracked up to be. Put bluntly, some 

customers are downright bad because 
the company makes a loss from its 
relationship with them.

It’s a question which has been talked 
about a lot by sales and marketing 
professionals, but hasn’t always found 
its way into the finance director’s 
in-tray. The reason is usually a lack of  
joined-up thinking in the company.

Bad qualities
The problem is that bad customers 
cause trouble for a whole range of  
reasons – not just de-shopping, says 
Merlin Stone, a visiting professor at De 
Montfort, Oxford Brookes and 
Portsmouth Universities, and one of  
Britain’s leading experts on customer 
relationship management. Customers, 
says Stone, may be fraudulent, pay late 
or never, demand service levels way out 
of  line with what they spend, or become 
inveterate complainers for trivial 
reasons. And that’s just for starters.

A company needs to begin a debate 
about unprofitable customers and then 
develop a policy to deal with them. And 
who better to balance the sales 
department’s desire to fatten the top 

line by boosting sales with the 
managing director’s wish to enhance 
the bottom line through profit-making 
business than the finance director?

Sadly, the debate doesn’t happen in 
many companies simply because they 
don’t have the management information 
needed to fuel rational discussion. The 
precise nature of  the information the 
board needs to have a sensible debate 
about bad customers depends on the 
nature and size of  the business.

In some companies, particularly 
those handling large B2B contracts, it 
may be possible to get very granular 
information about individual customers. 
In others, especially in areas such as 
fast-moving consumer goods (FMCG), 
retail and financial services, it may 
mean focusing on particular categories 
of  bad customers. But the starting 
point is always going to be reliable data 
on customer profitability. ‘The key to 
customer profitability is to understand 
the “pocket margin” achieved by each 
customer,’ says Allan Gasson, strategy 
partner at Deloitte. The pocket margin, 
he explains, is the direct cost to supply 
the products and the service aspects 
that are specific to a customer.

This means taking into account 
discounts and rebates on the list price 
of  the goods or services, as well as the 
costs of  selling and delivering the goods 
to the customer. Then there are the 
costs of  handling returns, offering credit 
terms and collecting money owed.

It is not difficult to see how customers 
that regularly return goods, take 
unauthorised credit and pay late can 
erode margin on the original sale and 

Ditching the ‘de-shoppers’
As British consumers return their unwanted presents after the festivities, we take a look 
at how finance directors can spot bad customers and what they can do to deter them
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become unprofitable. The problem that 
companies face is how to divide the 
good from the bad and deal with the 
customers that damage the bottom line.

Based on years of  research into the 
problem, Stone says there are seven 
main ways to spot a bad customer (see 
next page), but once they’ve been 
identified, the key problem is what to do 
about them. Often bad customers slip 
through the net repeatedly because of  
failures in a company’s processes.

‘In the FMCG sector, for example, the 
handling of  customer returns and the 
chasing of  overdue debts can be 
massive,’ says Steve Benham, 
profitability and cost consulting 

manager at Vantage Performance 
Solutions. ‘You can achieve significant 
costs savings and/or added value by 
in-depth process improvement.

‘But it rarely happens until the 
finance department points out to the 
rest of  the business just how much 
these activities cost.’

Taking action
Yet companies which have identified 
bad customer problems are now taking 
effective action. Consider, for example, 
the de-shopping issue. More retailers 
have been changing their returns policy 
in order to get better control over the 
problem, says King.

She points to figures from the US 
which show that two-thirds of  retailers 
had changed policies to combat return 
fraud. There are no comparable figures 
for the UK, but Marks & Spencer is one 
of  many retailers that has changed its 
return policy for clothing and homeware 
– reducing the period of  90 to 35 days.

The way to discourage the serial 
de-shopper, advises King, is to reduce 
the time limits during which goods can 
be returned. ‘You can also ask for more 
details of  the customer when they are 
returning goods.’

She also suggests technology can be 
used to identify serial de-shoppers – by 
tracking credit card refunds, for 
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possible. For example, if  a company can 
return goods to stock without sending 
them back to the manufacturers for 
repacking, it is likely to save money.

Finally, returned stock is often not 
resaleable at full purchase price. Bernon 
points out that a growing number of  
companies have established eBay shops 
to sell off  returned merchandise. He 
cites the example of  Tesco Outlet, but 
other companies use third-party eBay 
shops and some de-brand their goods 
before selling.

Bernon says this approach can 
recover in the region of  60 to 70 pence 
in the pound, compared with as little as 
10 pence when goods are sold off  as 
warehouse surplus to a wholesale buyer 
at a knock-down price.

Stone is the first to admit that the 
bad customer problem will present 
itself  in different ways depending on the 
type of  customer and the nature of  its 
business. But across most industries 
there is now a cadre of  customers who 
behave badly and firms need to learn 
how to deal with them.

Those finance directors who get their 
companies to take a joined-up approach 
to tackle the problem should find the 
results showing up in the bottom line. 
And that won’t do their careers any 
harm in the boardroom, either.

Peter Bartram, journalist

Customer relationship management expert Professor Merlin Stone highlights 
seven categories of bad customer and gives advice on how to deal with them.

  *SEVEN KINDS OF BAD

1 Low spenders
These are the tightwads who spend 
only occasionally. Stone says it’s 
important to assess their lifetime 
value – for example, if  they’re young 
holders of  bank accounts they may not 
be spending much now, but be keen 
buyers of  financial services in later life.

2 Low responders
These are the customers who don’t 
respond much to sales calls or mailing 
shots. Possibly offering incentives may 
get them opening their wallets and 
purses, but if  not, it might just pay to 
stop the sales calls and mailing shots.

3 Fraudsters
If, for example, you’re offering goods 
on credit, make sure all those credit 
checks and references are taken up to 
reduce risk. Share fraudster data with 
other companies – as in the insurance 
industry’s database of  customers who 
make fraudulent claims.

4 Irresponsibles
Here comes the internet shopper who 
orders six dresses and returns five 
(or all of  them) every time. Consider 
educating the customer about the 

costs involved – or penalise them by 
making it costly to return goods.

5 Late payers
The bane of  most companies – 
especially SMEs. Consider offering 
and enforcing discounts for prompt 
payment or charging interest under 
late payment legislation. Consider 
differential pricing plans for poor 
paying customers, if  appropriate.

6 Persistent complainers
Put right any genuine complaints. 
Keep accurate customer-based 
records so that persistent 
unreasonable complainers are 
identified. Then offer them tougher 
prices or terms and conditions, so 
that they either pay for the costs 
they generate or go elsewhere.

7 Unpredictables
You never know what some 
customers will do next. Use 
predictive models to spotlight such 
groups of  unreliable customers. 
Keep records to develop your 
knowledge about unpredictable 
behaviour. Charge them more to 
compensate for the costs they cause.

joined-up thinking which the finance 
director should be driving.

Bernon believes companies can 
tackle the bad customer problem on 
three fronts. First, by taking steps to 
avoid unnecessary returns. Customers 
sometimes return products simply 
because they can’t get them to work. He 
cites Halfords, which was suffering from 
a high level of  returns on its satellite 
navigation systems. The firm trained 
staff  to help customers install the kit. 
‘The training costs were far outweighed 
by the cost savings in managing 
returns,’ says Bernon.

Second, try and reduce the 
operational costs of  returned goods. 
One way to do that is to keep the stock 
of  goods as close to the marketplace as 

example, although she warns the 
process needs to be conducted so as 
not to breach data protection legislation.

Bernon points out that the massive 
growth in internet shopping has made 
the problem of  the reverse supply chain 
– the means by which goods are 
returned – much worse for many 
companies. In some areas – notably 
ladies’ fashion – internet shopping 
returns can be as high as 30%.

He advises: ‘Effective management of  
retail returns calls for a holistic 
approach, which extends well beyond 
supply chain operations and normally 
requires integration of  financial, 
product design, marketing, commercial 
and purchasing functions.’ In other 
words, it’s yet another reason for that 
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Q How do you want the tax gap 
narrowed?
A The government should 
invest more in HMRC, in 
particular in senior staff. Our 
interim proposals would spend 
£120m to collect £3.75bn. We 
will expand our proposals in 
time for the 2013 Budget. 

Q Do you believe that the 
government should be more strategic?
A We are looking for action that is more strategic 
and less piecemeal. There are 41,000 open cases 
relating to tax avoidance and a lengthy litigation 
queue. We would like an additional 150 trained 
lawyers and 50 assistants to tackle that backlog; 
a cost of  £35m would achieve a yield of  £2bn. We 
look at all aspects of  the tax gap. The government 
currently takes a piecemeal approach around 
international tax rather than a holistic one.

Q Do you think the Public Accounts Committee’s 
criticisms of HMRC are fair?
A I don’t agree with some of  them. I don’t think 
HMRC is being lenient on large companies. But the 
wealthy will always have the money to pay lawyers 
so that they pay less tax. The way to deal with that 
is to have a well-resourced tax authority. We have 
had 10 years of  cuts.

Q Has that affected recruitment and retention?
A Not at the moment. We recruited 200 
tax inspectors in 2012 and had thousands 
of  applicants. Increasingly there will be 
retention problems because of  four years of  
pay restraint, cuts to public sector pension 
entitlement and new civil service reform plans 
to cut pay and conditions. I work for HMRC 
because I enjoy the work and I have a sense of  
public service, but I could triple my pay in the 
private sector.

FAST FACTS
HMRC’s estimate of the ‘tax gap’: £32bn  
Membership of the Association of Revenue and 
Customs: 2,500 

NHS FINANCES FEEL THE PAIN
The NHS will soon find financial 
pressures biting, putting services 
in difficulty, says a report from 
The King’s Fund. Pressures are 
exacerbated by major organisational 
changes taking place, with the loss 
of  experienced managers leaving 
the NHS in what the report calls ‘a 
precarious position’. It is too early 
to assess the impact of  the coalition 
government’s policies, but The King’s 
Fund’s review of  NHS performance 
between 1997 and 2010 shows some 
areas of  consistent improvement, 
including efficiency savings through 
the QIPP (quality, innovation, 
productivity and prevention) agenda. 
But the report warns that some trusts 
have financial problems. ‘Neither 
competition nor commissioning 
reform alone can be relied on to 
make the improvements needed,’ 
said Anna Dixon, director of  policy 
at The King’s Fund. ‘Fundamental 
change will be required.’ 

COUNCIL FINANCES AT RISK
Some 12% of  English local authorities 
are likely to overspend against 
their 2012/13 budgets, the Audit 
Commission has warned in its Tough 
times 2012 report. A further 25% of  
authorities may have difficulty in living 
within budgets from 2013/14 onward. 
Signs of  financial stress were visible in 
the 2011/12 year, although councils 
largely delivered their planned savings 
and in many cases increased reserves. 
While the scale of  savings required 
for 2012/13 is less severe than last 
year, the cumulative impact of  past 
spending reductions is weighing 
councils down. 

The view from: 
Inside HMRC: Gareth Hills, president, 
Association of Revenue and Customs, 
union representing senior HMRC staff

51 Public sector The view 
from Gareth Hills of the 
Association of Revenue 
and Customs; outcome-
based commissioning is 
here to stay 

39 Practice The view from 
Kevin Howes of Evolution; 
time for a new year 
purge?; choosing the right 
corporate legal structure

45 Corporate The view 
from Felix Owusu Magyan 
of City Credit Capital; 
introducing the world of 
gamification; how to spot a 
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THE COMPLEXITY OF ESTABLISHING OUTCOMES 
CANNOT BE UNDERESTIMATED, WHICH IS PERHAPS 
WHY OUTCOME-BASED COMMISSIONING IS STILL
AN ASPIRATION FOR MANY LOCAL AUTHORITIES

Local authorities are getting to 
grips with the financial challenges 
by finding new and innovative ways 
to deliver public services. A great 
deal of ingenuity is being applied 
to the commissioning of services 
to make them more efficient and 
outcome-oriented. Outcome-based 
commissioning is increasingly one 
of the many measures that local 
authorities are adopting for contracting 
out key services areas, such as adult 
social care and children’s and young 
people’s services. 

Local government in England spent a 
staggering £28bn in 2010/11 on 
contracting out services. An estimated 
£3bn of  this relates to outcome-based 
commissioning for health and well-
being, adult and children’s care 
services in some form or other. To put 
this in focus, Camden Council, a large 
local authority, recently reported that it 
buys £430m worth of  services, and 
£52m of  this is spent on the voluntary 
sector, including outcome-based 
contracts for mental health and 
services for the elderly. 

Outcome-based commissioning is 
not a new concept. Simply, it is a 
means of  putting in place a set of  
arrangements whereby a service is 
defined and paid for based on a set of  
agreed outcomes, such as a reduction 
in alcoholism. Outcomes are the 
results of  activities or interventions 
and not the activity itself. This type of  

commissioning represents a sea 
change in contracting out methods – 
traditionally, services are purchased 
and resources allocated on units of  
service provision such as hours, days 
or weeks of  a given activity. Although 
the activity is simply stated, the 
complexity of  establishing outcomes 
cannot be underestimated, which is 
perhaps why outcome-based 
commissioning is still an aspiration for 
many local authorities.

Setting outcome measures is 
notoriously difficult. For example, the 
elderly population is not homogenous 
and outcomes for an individual or 
groups of  individuals will be different. 
If  you take health and well-being as a 
starting point, outcomes will have to be 
planned for different people served by 
health and well-being services. Also, 
outcomes can fall into different 
categories. ‘Maintenance’ outcomes, 
for example, would allow a person to 
continue living at home longer despite 
failing health, whereas ‘change’ 
outcomes would result in an 
intervention that would allow a person 

a better quality of  life. Outcomes can 
also be categorised into individual, 
service and strategic outcomes. 

Birmingham’s services
Birmingham Council recently 
developed an outcome-based 
commissioning approach for children’s 
services. The council’s Children and 

Young People’s Board agreed a 
common approach by identifying 
outcomes desired by the partners for 
children and young people of  
Birmingham, and then determined 
investment strategies and services to 
achieve those outcomes. A body of  
evidence was gathered using a ‘logic 
model’ which identified areas of  need 
and the gaps, providing a platform for 
the design and modification of  
children’s services. This approach was 
reported to have accelerated the joint 
commissioning of  services. 

In designing outcome-based 
commissioning for mental health 
services in Camden, officers spoke to 
service users and providers, and used 
the national mental health strategy 
and community strategies as a steer 
for agreeing outcomes. This resulted in 
outcomes such as ‘improved social 
networks’ and ‘community 
participation’. The switch to outcome-
based commissioning allowed Camden 
to rethink what it wanted to achieve. 
This inevitably helped to shape the 
tender, resulting in a consortium 

Payment by results
Many local authorities are struggling with the introduction 
of outcome-based commissioning, but it is a system well 
worth sticking with, says ACCA’s Gillian Fawcett
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Asking service users and service providers 
for input, and using the national mental 
health strategy, led to Camden Council 
agreeing outcomes such as ‘improved social 
networks’ and ‘community participation’ for 
its improved mental health services 

consisting of  two large national 
organisations and a small local 
provider winning the bid. This 
arrangement had the advantage of  
giving small providers a chance to 
tender and the large provider taking 
advantage of  local expertise and 
reputation to deliver improved mental 
health services. 

There are, of  course, many other 
innovative examples, guidance and 
toolkits to draw from. The adult social 
care toolkit developed by the Personal 
Social Services Research Unit enables 
commissioners to measure the benefits 
of  social care interventions in terms of  
an individual’s quality of  life, including 
cleanliness and comfort, dignity and 
control over daily life. Among many 
others, the social return on investment 
model (SROI) developed by the New 
Economics Foundation can help 
commissioners to measure the 
non-financial value of  a service by 
using a variety of  factors including 
social and environmental 
considerations and benefits of  
activities such as training. 

Struggling
While many local councils are applying 
plenty of  ingenuity and imagination in 
delivering services such as adult social 
care and health and well-being, there 
are a number that are struggling with 
the concept and capacity to undertake 
outcome-based commissioning. 

A recent Local Government Information 
Unit (LGiU) survey on outcome-based 
commissioning in adult social care 
highlighted that the main barriers to 
effective outcome-based commissioning 
were the culture of  running services on a 
time basis, (74.4% of  respondents 
regarded this as an obstacle), a lack of  
investment and the need for better 
contract management skills. 

A sizable minority (35.9%) said that 
outcome-based commissioning was 
used to a limited extent, but 70% said 
that it was an important priority for 
managing social care into the future. 

Following the survey, the LGiU has 
launched a nationwide campaign to 
share councils’ experiences on 
outcome-based commissioning. 

Central government is now pushing 

outcome-based commissioning as one 
of  a number of  initiatives to deliver 
public expenditure efficiencies and 
improve outcomes. There is little 
doubt, if  done well, it can lead to both 
increased efficiencies and effectiveness 
in the delivery of  services, particularly 
in the areas of  adult social care, 
children’s and young people’s services 
and health and well-being. 

The challenge now is to capture best 
practice and learn from councils’ 
experiences more widely, so that the 
barriers identified in the LGiU’s 
survey can be overcome. It may 
seem no more than an aspiration for 
many types of  council, but it is one 
worth working towards. 

Gillian Fawcett is ACCA’s head of 
public sector

53



With no sign of a let-up in pressure 
on public finances, the providers of 
social services face a dilemma. They 
can preserve acute services by scaling 
back preventative programmes – only 
to pile up the pressure on those 
services further down the line. 

Dilemmas like these are what has led 
to the creation of  social impact bonds 
(SIBs), a UK initiative that is attracting 
international attention. They are the 
brainchild of  Toby Eccles, founder and 
development director of  Social Finance, 
which he describes as ‘an unholy 
alliance of  social sector people and 
reformed investment bankers’.

Speaking at a recent ACCA UK Public 
Sector Network event, he explained: 
‘We look at where financial issues are 
causing problems in creating social 
value. Can we create new structures? 
Get in investment?’

The idea behind SIBs is simple: use 
private investment to plug the gap 
between reaping the long-term savings 
of  preventative work and the upfront 
cost of  providing it. The idea was 
piloted in a contract with the Ministry 
of  Justice for a group of  short-sentence 
offenders in Peterborough. Short-term 
offenders receive very little support or 
attention when they come out of  prison 
and 60% go on to reoffend.

‘The question we put to the 
department is what it thought it was 
worth for these reconviction rates not to 
happen,’ Eccles said. 

Social Finance agreed to commission 
services from local organisations to 
help resettle into the community all 
male offenders leaving Peterborough 
prison after serving short sentences. 
The £5m funding was raised from 
socially motivated investors. 
Reoffending rates are compared with 
data from the Police National 
Computer; the investors get a capped 
rate of  return based on success, but 
stand to lose everything if  a minimum 
reduction in that rate is not achieved.

The advantage of  this project over 
standard payment-by-outcomes 
schemes is that the latter can only be 
undertaken by large organisations with 
strong balance sheets. SIBs address 
the working capital issues of  smaller 
charities and social enterprises, and 
allow the adoption of  more innovative 
and localised approaches. 

A key element is the performance 
management put in place to protect 
investors. Eccles believes this radically 
affects quality. ‘One of  the most 
profound changes in my view is that you 
move from decision making by anecdote 
to decision making by data,’ he said.

The most recent SIB is in Essex for 
families and children on the edge of  the 
care system, where the potential future 
savings are enormous. If  a child enters 
the care system for just four weeks it 
will probably spend 80 to 85% of  the 
rest of  its childhood in care.

‘We spent six months working with 
Essex and other local authorities 
analysing the cost base and financial 
flows in their care system,’ he said. 
‘What we found interesting was that 
some of  this data was new to them.’

SIBs face numerous challenges: they 
are difficult to accommodate in 
existing procurement structures, and 
government bodies will need to better 
understand the value of  the initial risk 
transfer, and the extra costs added by 
performance management if  they are 
going to accept the reduction in future 
benefits as bondholders are repaid.
Reaching out to new pools of  investors 
and creating appropriate structures are 
also challenges.

But the model is already gaining 
traction in the UK and overseas: ‘It’s 
seen as a way of  bringing more 
innovative services a way of  testing new 
ideas, a way for government to take 
risks,’ said Eccles. ‘That’s very exciting.’

Mick James, journalist

Finance fillip
An offender services initiative was the first application of a new model of financing public 
services that is gaining traction across the world: social impact bonds
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AUDIT

ISA AMENDMENTS
A proposed standard, 
International Standard on 
Auditing (ISA) 720 (Revised), 
The Auditor’s Responsibilities 
Relating to Other Information 
in Documents Containing 
or Accompanying Audited 
Financial Statements and 
the Auditor’s Report Thereon, 
has been issued and is 
open for comment until 14 
March 2013. 

It seeks to both enhance 
and clarify auditors’ duties 
and responsibilities 
regarding ‘other information’ 
that falls within the scope of  
the financial statements. The 
proposal recognises and 
states that ‘significant 
changes in financial reporting 
have occurred over the last 
two decades regarding the 
information issued in 
connection with an entity’s 
financial statements and the 
manner in which it is shared 
with users.’ It seeks to assist 
auditors in determining the 
nature and extent of  their 
work and introduces a 
reporting obligation. 
Paragraph A57 onwards in 
the proposed standard 
provides additional detail.

The proposed standard 
also provides examples on 
the scope of  its reach, 
highlighting information and 
accompanying documentation 
to the financial statements 
that are within its scope. For 
example, internal control and 

Technical update

Audit and assurance

* Audit exemption for subsidiaries of an 
EEA parent 

Financial reporting

* FRSSE: going concern and financial 
reporting 

* Accounts exemptions for subsidiaries of an 
EEA parent 

Tax

* EIS – the rules condensed 

* Common VAT problems 

* VAT – the annual accounting scheme 

* VAT – the cash accounting scheme 

* Reasonable excuse 

* High income child benefit charge 

* Finance for small businesses (SEIS) 

* The Annual Investment Allowance 
2013/14

Law and regulation

* Whistleblowing procedures 

* The Data Protection Act 

Business advice

* CPD and tax relief 

* Workplace pensions automatic enrolment 

Corporate finance

* Valuing a business 

Exporting and importing

* First steps to exporting 

Accounting

* Accounts exemptions for subsidiaries of an 
EEA parent 

* Business plans

 
Cashflow management

* Debt recovery 

Managing your employees

* Employees who work from home 

* Everyday workplace policies 

Employment law

* The law on flexible working 

* Redundancy 

Managing IT

* Keeping your data safe 

Business law

* Intellectual property 
 

Court cases

* Being sued 

* Suing 

Health and safety

* Health and safety 

* Health and safety risk  
assessment 

Purchasing

* Negotiating a purchase 

Selling

* Negotiating a sale 

* Selling technique 

Management strategies

* Key performance indicators 

If  there are other guides that you 
would like to see in the series please let 
us know by emailing advisory@uk.
accaglobal.com

 *ACCA UK ‘GUIDES TO...’
ACCA produces ‘Guides to...’ which are short business guides designed to be passed to 
business colleagues or clients and to keep them informed on key issues. There is a 
space in each guide where you add your contact details. Listed below are a few 
examples of the subject areas and titles of some of the 190-plus guides available. 

Following the announcement by the chancellor in the 2012 Autumn Statement the latest 
addition to the suite is guidance on the annual investment allowance.

The guides can be found at www.accaglobal.com/uk/members/publications/

Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly  
round-up of the latest developments in financial reporting, audit, tax and law
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Chancellor George Osborne’s autumn 
statement, while claiming to be 
good for business, is unlikely to 
be welcomed by the public sector, 
says ACCA.

ACCA has welcomed the move to cut 
UK corporation tax to 21% by 2014. 
‘This will help UK plc to look like an 
attractive investment destination,’ 
said Chas Roy-Chowdhury, head of  tax 
at ACCA. 

‘ACCA welcomes the measures against exotic tax 
avoidance, along with the efforts to prevent ‘unfair transfer 
pricing’ by multinationals to ensure they pay an appropriate 
amount of  tax on profits generated in countries in which 
they operate,’ he added.

‘The overall increase in the personal allowance to £9,440 
is welcome but it should be available across all tax bands. 
The below inflation rate increase of  some allowances and 
bands, such as the level at which the 40% tax rate starts, is 
not welcome. It just increases the fiscal drag which has been 
operating in overdrive under the coalition government,’ said 
Roy-Chowdhury.

ACCA has concerns elsewhere. While the reduction of  
pension tax relief  to £40,000 per year may be presented 
as affecting only the richest, it will also have a significant 
impact on public sector workers earning even £50,000 
per year. 

‘This cut gives out all the wrong signals to those who are 
trying to save in order to stay independent in old age. It 
might have a short-term impact as the reduced relief  may 
potentially mean people will spend more and help stimulate 
the economy,’ said Roy-Chowdhury. 

But the area of  the economy which will feel the most pain 
is in the public sector, warns ACCA.

Gillian Fawcett, head of  public sector at ACCA, said: ‘This 
has created Mission: Impossible for finance professionals in 
the public sector. It will be difficult to motivate staff  to be 
innovative and creative when they may be feeling 
undervalued, having not seen a pay rise for three years, with 
no expectation of  an increase in the foreseeable future, with 
many living with job uncertainty.

‘Another issue is how these efficiencies and cost savings 
will be managed since performance management across 
Whitehall is perceived to be weak. An example of  this 
absence of  management is evident in relation to spending 
on academies and free schools,’ she added. 

‘While the government has announced extra spending in 
this area, there has to be concern about how this will be 
spent, since a recent report by the National Audit Office 
showed that there had been a £1bn overspend on developing 
these schools by the Department for Education.’ 

INCOME TAX

* Personal allowance to go up to £9,440.

* Higher rate threshold to go up to £41,450 for one year 
then £41,865 for a few years.

* Capital gains tax annual allowance increasing to £11,000 
from 2014–15 and £11,100 from 2015–16.

* Inheritance tax nil rate to increase from 2015–16.

CORPORATION TAX

* Mainstream rate to decrease from 24% to 21% by 2014. 

* Bank levy to increase.

* Annual investment allowance to rise to £250,000 from 
January 2013 (see ‘ACCA UK “Guides to...”’).

PENSIONS

* Lifetime allowance to decrease from £1.5m to £1.25m.

* Annual deduction to decrease from £50,000 to £40,000.

* Basic state pension to rise to £110.15 per week.

OTHER

* ISA limit to increase to £11,520 from 2013.

* Child benefit to rise by 1% for next two years.

* Fuel tax rise cancelled.

 *AUTUMN STATEMENT 

 *MAIN POINTS

Chancellor George Osborne
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risk assessment reports. It 
also lists other reports and 
concludes that these are 
outside its scope. For example, 
paragraph A13 states:

‘Accompanying documents 
that do not have a primary 
purpose of  providing 
commentary to enhance the 
users’ understanding of  the 
audited financial statements 
or the financial reporting 
process are outside the 
scope of  this ISA. Examples 
include separate documents 
issued by the entity, such as: 

*	corporate social 
responsibility report 

*	sustainability report 

*	diversity and equal 
opportunity report 

*	product responsibility 
report 

*	labour practices and 
working conditions report 

*	human rights report.
However, if  any 

information of  this nature is 
contained in a document 
that is within the scope of  
this ISA, it would be subject 
to the requirements of  this 
ISA, including for the auditor 
to read and consider it.’

Links to the proposed ISA 
can be found at www.ifac.
org/publications-resources

ISQC	1
International Auditing and 
Assurance Standards Board 
staff  have made available a 
question-and-answer (Q&A) 
publication that focuses 
on how to apply ISQC 1 
proportionately, taking into 
account the size of  a firm. 
Smaller firms should find 
the publication helpful in 
achieving an effective and 
efficient implementation 
of  ISQC 1.

The document is available 
at www.ifac.org/
publications-resources

FINANCIAL	REPORTING

FUTURE	OF	UK	GAAP	
The Financial Reporting 
Council has issued 
standards 100 and 101. 
Standard 102 is expected 
soon. The standards 
apply for financial periods 
beginning 1 January 2015. 

Many organisations will 
need to be looking at the 
impact they will have. This 
could involve planning how 
they will gather information 
for the 2014 year through to 
considering and analysing 
the impact of  any 
accounting changes. This 
process is also likely to 
include assessment of  risk 
such as breaches of  lending 
requirements or impact on 
credit ratings. 

Visit www.accaglobal.
com/uk/members/technical

STANDARDS
You can find direct links to 
accounting and auditing 
standards, including 
standards 100 and 101, at 
www.accaglobal.com/uk/
members/technical 

MODEL	ACCOUNTS
You can obtain a new suite 
of  model FRSSE accounts. 
Details at www.accaglobal.
com/uk/members/technical

TAX

FINANCE	BILL	2013
HMRC published draft 
legislation, together with 
supporting documentation 
on 11 December. You can 

find links and comment at 
http://tiny.cc/8liyow

The draft clauses will be 
open for consultation until 6 
February 2013.

CHILD	BENEFIT
The child benefit charge on 
high-income families comes 
into effect for 2012–13, but 
only applies from 7 January 
2013. A taxpayer (T) is liable 
if  either T or T’s partner has 
adjusted income in excess 
of  £50,000 and either is 
entitled to child benefit. The 
charge is the ‘appropriate 
percentage’ of  the total 
child benefit received in 
the fiscal year. Where the 
adjusted income is £60,000, 
the appropriate percentage 
is 100%.

Where a partner’s income 
is in excess of  £60,000, it 
may be preferable to 
disclaim the benefit in order 
to avoid the charge. If  the 
claimant decides to elect not 
to receive the benefit 
because the expected 
income is over £60,000 and 
subsequently finds that this 
is not the case, the claimant 
can revoke the election.

In addition, SI 2612/2012 
Child Benefit and Child Tax 
Credit (Miscellaneous 
Amendments) Regulations 
2012 updates the provisions 
that exclude a claimant from 
eligibility to child benefit 
where their right of  
residence is of  a specified 
type. It states that this is 
where ‘the right of  a person 
who requires that right of  
residence in order that a 
British citizen is not 
deprived of  the genuine 
enjoyment of  the substance 
of  the rights attaching to 

the status of  a European 
Union citizen’.

You can find a technical 
factsheet 178 and a 
business/personal guide at 
www.accaglobal.com/uk/
members/technical

PROFESSIONAL	FEES
A deduction for fees and 
subscriptions paid to 
professional bodies or 
learned societies under 
Section 344 ITEPA 2003 are 
allowable where: 

* A statutory fee or 
contribution shown in the 
list (below) is allowable 
where employees (E) pay 
this out of  their earnings 
from an employment, 
and are required to pay 
this as a statutory 
condition of  following 
their employment. 

* An annual subscription to 
a body shown in the list 
as approved by HMRC is 
allowable where 
employees (E) pay this 
out of  their earnings 
from an employment and 
the activities of  the body 
are directly relevant to 
the employment. 

* The activities of  a body 
are directly relevant to an 
employment where the 
performance of  the 
duties of  that 
employment (E) is 
directly affected by the 
knowledge concerned 
or E involves the exercise 
of  the profession 
concerned. 

The list at http://tiny.cc/
qch3ow shows professional 
bodies and learned 
societies, approved by 
HMRC for the purposes of  
Section 344 ITEPA 2003. 
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Real-time information (RTI) deadlines 
are approaching, with employers and 
pension providers being required 
to provide information under RTI 
commencing April to October 2013.

The majority of  employers will be 
submitting PAYE information in real 
time by April 2013. Please do not 
underestimate the difficulties and time 
required. Even those who have received 
face-to-face support in the pilot have 
reported difficulties. With so little time 
for business to prepare, make sure that 
you get the basics right. Also, remember 
that the guidance and information 
issued by HMRC is not static. 

Key dates
February 2013 
In February HMRC plans to send all 
employers a follow-up letter confirming 
when they are expected to start making 
real-time submissions. 
April 2013 
You will start to report PAYE information 
in real time in April 2013 unless HMRC 
has agreed a different date with you. 
June to September 2013 
If  you have schemes with 5,000 or 
more individuals and are not already 
reporting in real time before April 2013, 
HMRC will work with you to agree a 
start date. The expectation is that this 
will be between June and September. 
October 2013 
Universal Credit will be introduced by 
the Department for Work and Pensions. 

Penalties
HMRC has stated its position on the 
penalty regime, issuing What happens if 
you don’t report payroll information on time 
for 2012–13 and 2013–14, the latter 
period being the first year of  RTI. HMRC 
continues to highlight the importance 
of  the timely receipt of  the full 
payment submission (FPS) each time 
a payment is made to an employee, 
as well as reminding employers that 
FPS will be used to update individuals’ 
tax contributions and student loan 
deduction records. 

Late and inaccurate returns
HMRC has issued the following note:

Late and inaccurate returns for years 
2012–13 and 2013–14.
Late returns 
There will be no change to the penalties 
for late filing of  returns for the tax years 
2012–13 and 2013–14. The current 
penalty regime will continue to apply at 
the year end. 

HMRC wants employers to file on 
time and does not want to issue 
penalties. Employers will not be charged 
penalties for sending FPS late, apart 
from the final FPS for an employee in 
the tax year. This means for these years, 
employers operating PAYE in real time 
will be in a similar position to employers 
still operating traditional PAYE. 

To ensure that employers operating 
PAYE in real time are treated 
consistently with those operating 
traditional PAYE, HMRC will allow 
certain limited easements for tax years 
2012–13 and 2013–14 as follows:

* No penalty will be charged for late 
filing if  the final FPS for an employee 
is submitted by 19 April. You cannot 
submit an FPS after 19 April. 

* After 19 April, you can submit an 
Earlier Year Update (EYU) by 19 May 
and avoid a penalty. 

If  you do not report the final payment 
made to an employee, for the tax years 
2012–2013 and 2013–2014, by 19 May 
in the following tax year you will be 
charged a late filing penalty as now. 

Penalties are calculated on the basis 
of  £100 per 50 employees and accrue 
for each month (or part month) that a 
return remains outstanding after 19 May.

If  you fail to report this information 
by 19 May or tell HMRC no return was 
due by sending an EPS, they will write 
to you (and your authorised agent if  you 
have one) advising that a penalty may 
already have been incurred and that you 
must report this information as soon as 
possible to prevent the penalty building 
up any further. 

If  your return remains outstanding for 
more than four months, you’ll receive a 

penalty notice shortly after 19 September 
and, if  necessary, the following January 
and May. These will show the amount of  
penalty that’s building up because you 
haven’t sent your returns on time and 
tell you how to pay it. 
Inaccurate returns 
HMRC will continue to use a risk-based 
approach to identify employers they 
think may be submitting incorrect 
returns. Where HMRC discovers an 
error, the penalties that could apply 
will be based on the behaviour that 
led to the error and the amount of  
potential lost revenue for that return, 
as now. Errors that arise despite taking 
reasonable care attract no penalty at all 
and penalties for errors due to failure 
to take reasonable care can be reduced 
to zero with full and unprompted 
disclosure to HMRC.  

Employers operating PAYE in real 
time in 2012–13 will not be charged a 
penalty in-year for inaccuracies on FPS 
returns submitted each payday. But 
penalties may be charged after the end 
of  the tax year based on the final FPS 
for the year. This will ensure employers 
joining the pilot are treated in line with 
other employers. 

If  an inaccuracy is discovered in FPS 
returns submitted during the tax year 
2012–13, the employer will be 
instructed to correct the inaccuracy in 
the next FPS. HMRC will contact the 
employer in writing to tell them to show 
the correct pay and deductions in all 
subsequent FPS, including the final FPS 
for the tax year. 

For tax year 2013–14 an inaccuracy 
in any FPS submitted could attract a 
penalty. It will be based on the potential 
lost revenue for the FPS that was 
incorrect. The penalty will be charged 
under Schedule 24, Finance Act 2007. 
HMRC may issue one penalty notice for 
multiple inaccuracy penalties in a year.

As businesses highlight their 
concerns guidance is revised. You can 
find a business checklist and links to 
guidance at www.2.accaglobal.com/uk/
members/technical

 *RTI ROUND-UP
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IT AND CLASS 4 NIC
It is often overlooked that, 
when trading losses are 
relieved against sources of  
income other than trading 
income, or indeed capital 
gains, this will cause a 
mismatch between the 
amount of  losses carried 
forward for income tax and 
class 4 national insurance 
purposes. Where losses are 
claimed under ITA 2007, 
s64 or s74 and/or extended 
by a claim under TCGA 
1992, s261B, separate 
memoranda should be kept 
of  the unutilised losses for 
income tax and class 4 NIC 
purposes as the amount of  
losses available for income 
tax relief  under ITA 2007, 
s83 and for Class 4 NIC 
under SSBCA 1992, Sch 2, 
Para 3(3)(4) will differ. 

You can see worked 
examples at http://tiny.
cc/42h3ow

VAT RATES 
You can find details of  VAT 
rates across the European 
Union at www.accaglobal.
com/uk/members/technical

BUSINESS RECORDS CHECKS
Unfortunately, HMRC has 
reintroduced business 
records checks (BRCs); 
the ‘new-approach’ checks 
started on 1 November 
2012. HMRC states that 
‘customers who are more 
likely to be at risk of  having 
inadequate records will 
be contacted by letter 
to arrange for HMRC to 
call them to go through a 
short questionnaire.

‘Depending on the 
outcome of  this call, HMRC 
will confirm to some 

customers that no further 
action is required. Where 
some issues are identified, 
customers will be offered 
targeted self-help education 
options. Customers who 
are assessed as being at risk 
of  keeping inadequate 
records will be referred for a 
BRC visit.’ 

Make sure that an 
appropriate team is put in 
place if  you receive an 
approach as the call is 
important and 
misunderstandings between 
companies and HMRC need 
to be avoided. 

ENGAGEMENT LETTERS 
Engagement letter 
factsheets 173, Engagement 
Letters for Tax Practitioners, 
and 174, Enforceability of 
Engagement Letters, are 
available at www.accaglobal.
com/uk/members/technical 
You can also find details 
on how to obtain the ACCA 
Engagement letter CD, 
together with amended 
clauses and engagement 
areas currently being 
reviewed, at www.accaglobal.
com/uk/members/technical

 
PATENT BOX REGIME
It is time to check to see if  
you meet the requirements 
on innovative expenditure 
introduction of  the Patent 
Box regime. The aim of  
the regime is to provide 
an additional incentive for 
companies to retain and 
commercialise existing 
patents and to develop new, 
innovative patented products. 
The Patent Box allows 
companies to elect to apply a 
10% rate of  corporation tax 
to all profits attributable to 

qualifying patents, whether 
paid separately as royalties 
or embedded in the sales 
price of  products, which is 
an exceptionally competitive 
rate of  corporation tax. A 
business guide will shortly be 
available.

LAW AND REGULATION

PENSIONS AUTO-ENROLMENT 
The first group of  the largest 
employers have auto-enrolled 
with the pension months 
and will be followed by the 
auto-enrolment of  medium-
sized employers over the next 
couple of  years, with small 
and micro employers being 
affected last. The change 
needs to be considered early 
as it might impact on your 
business plans, financial 
arrangements and covenants. 

The pensions regulator 
highlights seven key 
steps businesses should 
consider: 

* Know your staging date

* Assess the workforce

* Review the existing 
pensions arrangements

* Communicate the 
changes to all workers

* Automatically enrol 
‘eligible jobholders’

* Register with The 

Pensions Regulator and 
keep records

* Contribute to workers’ 
pensions.

You can read guidance 
about what you need to do 
and see the workplace 
pension options at www.
accaglobal.com/uk/
members/technical

FINANCE 

BFA SCHEME
The key aim of  the new 
Business Finance Advice 
service is to help educate 
businesses so that they 
are equipped to ask the 
right questions when 
it comes to accessing 
appropriate finance. 

To join this free scheme, 
all ACCA members in 
practice are required to 
complete an opt-in form that 
lists four specialisations:

* Business plans

* Business start-ups

* Small-scale equity issues 

* Bank loans and 
overdrafts.

Find out about the 
scheme and how you 
can use the new 
accreditation at www.
accaglobal.com/uk/
members/technical
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Driving the business forward
In the second in his series on economic value added, Dr Tony Grundy looks at the seven  
strategic value drivers on the value of a business and looks at the example of Tesco 

NOT ONLY WAS MARKET SHARE SQUEEZING SGR
BUT PRICE GIVEAWAYS WERE HURTING OPM TOO.
THE RESULT: A SHARE PRICE UNDER PRESSURE

In this article we now dive into the 
seven strategic value drivers that drive 
the value of a business. These are the: 
1 Sales growth rate (SGR).
2 Operating profit margin (OPM).
3 Incremental working capital 

investment (IWCI).
4 Fixed capital investment: the 

replacement fixed capital 
investment (RFCI) and the 
incremental fixed capital 
investment (IFCI).

5 Corporate tax rate.
6 Cost of  capital.
7 Competitive advantage period (CAP).

So what are the competitive drivers 
behind these? For the SGR we can 
represent the main ones as being:

SGR = a function of  (macroeconomic 
growth + market-specific growth + shift 
in relative market share).

So there are a number of  layers in 
what is a kind of  an ‘onion’ of  external 
demand for a company’s products 
which are interdependent.   

In addition we can go behind ‘shift in 
relative market share’ to get:

Shift in relative market share = a 
function of  (the shift in our competitive 
position relative to that of  competitors 
and the relative fit of  our products to 
customer needs).  

So from the latter equation one 
needs to think about the way in  
which sales volumes are influenced by 
one’s own relative competitive position 
over time. (my earlier series of  five 
strategy articles: Strategy without the 
guff; Unpeel your competitive onion; 
Weighing up your options; Managing 

strategy and; Making strategic options 
fly, can be found at www.accaglobal.
com/cpd/strategy).

In addition to sales volume effects, 
there are other secondary impacts that 
might need to be thought through, eg 
where there is a strong competitive 
position based on superior customer 

value, then this can enhance sales 
values through:

* price premia

* discounting avoided: through 
generally lowering prices and 
promotions. 

OPM
Turning now to OPM, we meet a slightly 
different set of  competitive drivers. 
These can be even more volatile in 
mature markets than fluctuations in 
SGR: sometimes called ‘price wars’.

OPM is a function of  (changes in 
the level of  ‘competitive pressure’ in 
a market + shifts in relative 
competitive position).

Here ‘competitive pressure’ is my 
more everyday term for Porter’s ‘five 
competitive forces’ or:

* buyer (customer) bargaining power

* threat of  entrants

* rivalry between existing competitors

* substitutes

* bargaining power of  suppliers.

Where even one or two of  these are 
unfavourable this can have the effect of  
dampening OPM. Where three or more 
are strongly negative this can destroy 
OPM: one has to have a very cunning 
plan indeed to cope with a bad margin 
environment. 

Having an excellent relative 

competitive position will mitigate that 
– and in a situation of  low competitive 
pressure this will usually provide 
superior economic value added (EVA). 
All of  this is liable to change over time 
and thus one needs to understand the 
future in terms of  the future curve of  
‘competitive pressure over time’, and 
‘competitive advantage over time’.

One needs to understand the 
‘competitive advantage period’ – see 
the seventh strategic value driver – not 
as a fixed duration but one of  a curve 
of  decline – unless there are new and 
revitalising strategies being brought in 
over the period.

So there is quite a lot to think about 
economically before plunging into 
making naive assumptions about the 
SGR and OPM, especially through 
simplistic extrapolation. 

Turning next to the capital 
assumptions, these have the following 
competitive determinants:

* Incremental working capital 

GET VERIFIABLE CPD UNITS
Answer questions about this article online
Studying this article and answering the questions can count towards your verifiable CPD if you are 
following the unit route and the content is relevant to your development needs.  
One hour of learning equates to one unit of CPD
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investment can be affected by  
the relative bargaining power that 
you have with your customers  
and suppliers.

* Replacement fixed capital may be 
affected by the extent to which your 
capital base has been eroded in 
quality – and putting it crudely you 
might have been milking the 
business to death – so that this is 
non-linear and is increasing 
disproportionately.

* Incremental fixed capital is very 
much going to be determined by the 
strategies for growth and change 
that you are embarking on: here 
there is a see-saw effect: the more 
ambitious and expensive these are 
the more cashflow in the medium 
term will be held back, and the 
more the long-term cashflow will 
be leveraged.

The corporate tax rate is something 
that is largely outside one’s control 
other than through tax planning. The 
cost of  capital is partly within your 
control and partly outside of  it. Broadly 
it is set as the ‘weighted average cost 
of  capital’ (WACC) as being:

The cost of  equity X its proportion  
of  total capital + the cost of  debt  
(1 – the tax rate) X its proportion of  
total capital.

An example helps here of;
Cost of  equity = 10%
Cost of  debt  = 8% 
Tax rate = 25%
Equity is 60% of  capital; debt is 40%:
WACC = 10% x 60% + 8% x 40% x 

(1-25%) = 6% +2.4% = 8.4%

Debt is thus cheaper as it is lower 
risk and also has a tax shield.

Once the seven value drivers have 
been set – bearing in mind their 
competitive drivers – we now calculate 
as in September’s article, All about 
EVA, the net cashflows and the terminal 
values discounted to present values. 

To arrive at a final valuation of  the 
business, one also needs to add in any 
cash that is on the balance sheet and 
also deduct the outstanding debt. 
Where the numbers of  shares are 
known, one can easily then calculate 
the value per share.

One of  the most important things to 
do here is to prioritise the seven value 
drivers – particularly for risk and 
sensitivity analysis.

In the final part we now look at the 
case of  Tesco plc in terms of  trends in 
performance and the impact of  
competitive drivers of  economic value.

Tesco case study
In 1993 I ran a case study on the UK 
supermarket industry with my MBA 
students and out of  that I did some 
scenarios of  the industry anticipating 
the price war of  1994 – using Porter’s 
five forces. I gave one of  my books, 
Breakthrough Strategies For Growth, with 
the case study in to Sir Terry Leahy 
(then CEO of  Tesco). 

Tesco’s amazing and profitable 
growth from then on was staggering 
– it breached the £1bn and the £2bn 
profit barrier and became a global 
retailer. This was based on some clever 
sub-branding of  outlets, aggressive 

investment and related diversification, 
enormous drive, commitment and 
championing the customer and – for a 
period, better service.

Over more recent years it seems as 
if  the pressure to drive productivity 
may have weakened service levels at a 
time when competitors were getting 
much better. Also Tesco’s dominance in 
the UK was resented by some 
customers. Perhaps too the success 
was a little taken for granted. 

 In the UK in 2011 there was 
slippage and Tesco responded by even 
more price discounting and £5 rebates 
for a £40 shop – more than their actual 
margins. Not only was market share in 
a tightening market squeezing SGR but 
price giveaways were hurting OPM too. 
The result: a share price under 
pressure and a drop off  in the 
competitive advantage curve.

Here the SGR and OPM were the 
most important value drivers – and are 
competitively determined. 

A profit warning was made in 
January 2012 and there was a 19% 
slump in share price in the six months 
to end April 2012 (underperforming 
the market by 25%). Tesco then 
announced a strategic plan for the UK 
of  £1bn to turn it around. 

In the next article I look at how EVA 
is generated as part of  an overall 
business value system.

Dr Tony Grundy is an independent 
consultant and trainer, and lectures 
at Henley Business School in the UK 
www.tonygrundy.com
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CASH EQUIVALENTS ARE DEFINED AS SHORT-TERM, 
HIGHLY LIQUID INVESTMENTS THAT ARE READILY 
CONVERTIBLE TO KNOWN AMOUNTS OF CASH

IAS 7, Statement of Cashflows, 
requires the reporting of movements 
of cash and cash equivalents, which 
are classified as arising from three 
main activities: operating, investing 
and financing. No specific format 
is prescribed by the standard but 
cashflows must be presented under 
these three main headings. In 
practice, most entities follow this 
disclosure format. 

In April 2009 IAS 7 was amended so 
that only expenditure resulting in a 
recognised asset in the statement of  
financial position is eligible for 
classification as an investing activity. 
Financing cashflows include cashflows 
relating to obtaining, servicing and 

redeeming sources of  finance. 
Operating cashflows comprise all 
cashflows during the period that do not 
qualify as investing or financing. 

Operating cashflows may be 
presented using the direct method, 
which shows the gross cash receipts or 
payments from operations. Alternatively, 
the entity can calculate the cashflows 
indirectly by adjusting net profit or loss 
for non-operating and non-cash 
transactions and for changes in working 
capital. Entities are encouraged to 
report cashflows using the direct 

method because it is said to be more 
useful. However, most entities use the 
indirect method. This raises the 
question as to which profit or loss figure 
should be used. 

The illustration in IAS 7 starts with 
profit before tax. There are alternatives 
that start with operating profit, which is 
not defined in International Financial 
Reporting Standards (IFRS) and so 
requires judgment, or start with the 
final profit or loss figure at the foot of  
the income statement. 

The profit before tax figure relates 
only to continuing operations and so 
needs to be adjusted for relevant 
operating cashflows relating to any 
discontinued operation if  it is used as 

the starting point in the statement of  
cashflows. The net cashflows relating 
to discontinued operations should be 
disclosed as well as significant 
non-cash transactions such as 
depreciation, amortisation, and income 
statement charges for provisions. 

Classification in practice
The actual classification of  cashflows 
must reflect the nature of  the activities 
of  the entity and so some cashflows, 
which may look similar, may be 
classified differently by different 

entities because the nature and 
purpose of  their business is different. 
For example, dividends received by an 
investment company are likely to be 
classified as operating cashflows but a 
manufacturing entity is more likely to 
classify them as investing cashflows. 

An individual transaction may 
include cashflows that are classified 
differently. For example, when a loan 
repayment includes both interest and 
capital, the interest element may be 
classified as an operating cashflow 
while the capital element is classified 
as a financing cashflow. 

The resulting cashflow total is the 
movement in the balance of  cash and 
cash equivalents from the start of  the 
period to the end. 

Cash equivalents are defined as 
‘short-term, highly liquid investments 
that are readily convertible to known 
amounts of  cash and which are subject 
to an insignificant risk of  changes in 
value’. IAS 7 does not define ‘short-
term’ but does state that ‘an 
investment normally qualifies as a cash 
equivalent only when it has a short 
maturity of, say, three months or less 
from the date of  acquisition’.

The three-month time limit is a little 
arbitrary but consistent with the 
concept of  insignificant risk of  changes 
in value and the purpose of  meeting 
short-term cash commitments. Any 
investment or term deposit with an 
initial maturity of  more than three 
months does not become a cash 
equivalent when the remaining maturity 

GET VERIFIABLE CPD UNITS
Answer questions about this article online
Studying this article and answering the questions can count towards your verifiable CPD if you are 
following the unit route and the content is relevant to your development needs.  
One hour of learning equates to one unit of CPD
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period reduces to under three months. 
However, in limited circumstances, a 
longer-term deposit with an early 
withdrawal penalty may be treated as a 
cash equivalent. With an investment in 
a money market fund, it is not 
sufficient that the investment can 
readily be realised in cash as the 
investment must be readily convertible 
to cash that is subject to an 
insignificant risk of  change. 

Bank overdrafts are generally 
classified as borrowings but IAS 7 
notes that if  a bank overdraft is 
repayable on demand and forms an 
integral part of  an entity’s cash 
management then it is a component of  
cash and cash equivalents. Restricted 
cash balances should be disclosed in a 
note, including a narrative explanation 
of  any restriction.

Tax cashflows
It is often impracticable to identify tax 
cashflows with individual transactions 
and tax cashflows often arise in a 
different period from the cashflows 
of  the underlying transactions. As a 
result, taxes paid should generally 
be classified as operating cashflows. 
However, where specific cashflows 
can be identified with either investing 
activities or financing activities, then it 
is appropriate to classify that element 
of  the tax cashflows as investing or 
financing respectively. 

The cashflows arising from 
dividends, and interest receipts and 
payments, should be classified in the 

cashflow statement in a consistent 
manner from period to period and 
under the activity appropriate to their 
nature. These items must be disclosed 
separately on the face of  the cashflow 
statement. IAS 7 does not dictate how 
dividends and interest cashflows 
should be classified but allows an 
entity to determine the classification 
appropriate to its business.

In May 2012, the International 
Accounting Standards Board (IASB) 
issued an exposure draft proposing 
that payments relating to interest 
capitalised under IAS 23 should be 
classified in accordance with the 
classification of  the underlying asset 
on which those payments were 
capitalised. This would mean, for 
example, that payments of  interest 
capitalised as part of  the cost of  
property, plant and equipment would 
be classified as investing activities, and 
payments of  interest capitalised as 
part of  the cost of  inventories would 
be classified as operating activities.

Generally cashflows should be shown 
gross. There are exceptions such as 
when cash receipts and payments are 
made on behalf  of  a customer and 
therefore represent the customer’s 
transactions rather than those of  the 
reporting entity. Additionally, the 
calculation of  operating cashflows 
using the indirect method also results 
in some netting of  cashflows. 

In consolidated financial statements, 
cashflows arising from changes in the 
ownership of  a subsidiary that does 
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CASHFLOWS CAN BE SHOWN USING THE DIRECT
OR INDIRECT METHOD. THE TWO METHODS RESULT 
IN DIFFERENT OPERATING CASHFLOW REPORTS

not result in a loss of  control are 
classified as cashflows from financing 
activities. Also, consideration paid in a 
business combination is treated as an 
investing activity. However, in more 
complex scenarios the guidance in IAS 
7 is not always clear. 

In the case of  deferred 
consideration, the acquiring entity will 

record the fair value of  the deferred 
consideration as a liability at the 
acquisition date in accordance with 
IFRS 3, Business Combinations. This 
liability will increase as the discount 
unwinds and is reflected as a finance 
charge in profit or loss. When the 
liability is settled at a later date, the 
payment will reflect both the amount 
initially recognised as consideration 
plus the interest element. 

IAS 7 does not deal directly with how 
this payment should be classified and 
so it can be classified as an investing 
cashflow or as a financing cashflow. 
Alternatively it can be disaggregated 
into the amount initially recognised as 
consideration (investing or financing) 
and the interest element resulting from 
the unwinding of  the discount, which 
should be treated as a financing or 
operating cashflow according to the 
entity’s policy. 

When a subsidiary joins or leaves the 
group, its cashflows should be included 
in the consolidated statement of  
cashflows for the same period as the 
results are reported in the consolidated 
statement of  profit or loss and other 
comprehensive income. The aggregate 
cashflow includes any cash consideration 
paid or received and the amount of  cash 

and cash equivalents in the subsidiary 
over which control is gained or lost. The 
net of  these latter amounts is included 
in investing activities. The net assets 
excluding cash and cash equivalents of  
the subsidiary at the acquisition or 
disposal date need to be eliminated from 
other cashflow headings to avoid double 
counting as the related amounts are 
already included. 

FX movements
Foreign currency movements on 
cash and cash equivalents should be 
reported separately in the cashflow 
statement to allow the reconciliation 
of  the opening and closing balances of  
cash and cash equivalents. Cashflows 
that result from derivative transactions 
undertaken to hedge another 
transaction should be classified under 
the same activity as cashflows from the 
subject of  the hedge. 

When the reporting entity holds foreign 
currency cash and cash equivalents, 
these are monetary items that will be 
retranslated at the reporting date in 
accordance with IAS 21. Any exchange 
differences arising on this retranslation 
will have increased or decreased these 
cash and cash equivalent balances. 
As these exchange differences do 
not give rise to any cashflows, they 
should not be reported as any part 
of  the cashflow activities presented 
in the statement of  cashflows. Their 
net impact should be disclosed as a 
reconciling item between opening and 
closing balances of  cash and cash 
equivalents.

A weakness of  statements of  
cashflow is that they do not distinguish 
between discretionary and mandatory 
cashflow. By disclosing the mandatory 
cashflow, users can see the available 
free cashflow. Additionally, the nature 
of  the definition of  cash equivalents 
can make comparison of  the cashflows 
difficult. Further comparison of  
cashflows can be made even more 
difficult by the fact that entities can 
show cashflows using the direct 
method or indirect method. The results 
of  these two methods give different 
operating cashflow reports. 

Graham Holt is an examiner for 
ACCA, and associate dean and 
head of the accounting, finance and 
economics department at Manchester 
Metropolitan University Business 
School
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Accounting solutions
In this month’s column, PwC’s Thomas Roberts and Iain Selfridge answer  
a technical question on accounting for a property lease

Q
ABC Ltd enters into a 12-year 
lease for a new property. 
The lease is non-cancellable 
and there are no extension 

options. The property has a remaining 
useful economic life of 50 years and 
the minimum lease payments are 
significantly less than the fair value 
of the property. The lease contract 
includes a six-month rent-free period at 
the start of the lease. A rent review will 
occur every three years with the rent 
increasing based on a local inflation 
index. However, the contract states 
that the rentals may not decrease. At 
the inception of the lease inflation 
is positive. How should the lease be 
accounted for under International 
Financial Reporting Standards?

A
IAS 17, Leases, distinguishes 
between finance and operating 
leases based on whether the 
lease transfers substantially 

all the risks and rewards of  owning the 
asset. Whether a lease is a finance lease 
or an operating lease depends on the 
substance of  the transaction. IAS 17 
contains examples of  situations which 
would normally result in a lease being 
classified as a finance lease such as the 
lease term being the major part of  the 
asset’s economic life and the present 
value of  minimum lease payments 
amounts to substantially all the fair 
value of  the asset. Any other lease is an 
operating lease. 

In this case ABC is leasing the 
property for far less than the majority 
of  the property’s life and the minimum 
lease payments are not a substantial 
proportion of  the property’s fair value. 
In the absence of  any other indicators 
the lease would be accounted for as 
an operating lease. IAS 17 therefore 
requires that the lease payments are 
recognised over the lease term on a 
straight-line basis (unless another 
systematic basis is more appropriate).

arrangements agreed between the two 
parties.

Inflation linked rentals are a 
common feature in leases and are an 
example of  an embedded derivative. If  
the embedded derivative is not ‘closely 
related’ to the underlying lease (the 
host contract) it must be separately 
recognised at fair value. Where the 
embedded derivative is closely related, 
the inflation increases are examples 
of  contingent rents that are excluded 
from the calculation of  minimum lease 
payments and charged as expenses in 
the period in which they are incurred.

IAS 39, Financial Instruments: 
Recognition and Measurement, guidance 
on inflation linked lease rentals notes 
that, provided that adjustments are not 
a multiple of  inflation and the link is to 
inflation in the entity's own economic 
environment, the embedded derivative 
is closely related. The floor feature also 
must be considered. As the upward-
only feature of  the rent reviews means 
that the rentals can never fall below 
the floor, the floor is always out-of-
the-money; that is, the floor does not 
alter the expected cashflows both at 
inception and subsequently and so the 
embedded derivative is closely related.

ABC treats the property as an 
operating lease spreading the benefit 
of  the six-month rent-free period over 
the 12-year lease term. Increases in 
rent due to inflation are accounted for 
when they occur.

This month’s solutions were compiled 
by Thomas Roberts and Iain Selfridge 
of PwC’s Accounting Consulting 
Services

Under IFRS, SIC 15 requires that 
incentives such as a rent-free period 
should be recognised by the lessee 
as a reduction of  the rental expense 
over the lease term on a straight-line 
basis, unless another systematic basis 
is more appropriate. This ensures 
that the true effective rental charge is 
reflected irrespective of  the cashflow 

  *MANUAL OF ACCOUNTING
PwC has updated its Manual of accounting suite for 2012 year ends. This includes 
guidance on IFRS; ‘Narrative reporting’; and disclosure checklists for UK GAAP and 
IFRS for the UK (checklists only in pdf  format). Visit www.pwc.co.uk/manual
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Your professional 
development is 
important to us.
To help you maintain your competitive edge 
we are proud to introduce ACCA’s new learning 
hub – My Development.  It is designed to be 
the central access point for all your learning and 
help you meet your CPD requirement as well as 
progress in your career. You can find local face-
to-face events, technical articles, e-learning and 
lots more.

 

Visit My Development today at 
www.accaglobal.com/cpd

SSON events 2013

Shared Services & Outsourcing Network (SSON) 
events are exciting gatherings of senior level finance 
and accounting executives across various roles and 
sectors from all over the world, representing a unique 
networking opportunity.

The events will feature all of the latest finance shared 
services and accounting issues, plus end-to-end issues 
and trends, relevant to all levels of maturity in the shared 
services journey.

ACCA is a strategic marketing partner for SSON’s global 
events and ACCA members can benefit from a 35% 
discount when booking to attend the following events.

Finance Transformation Europe 
London  
12–14 February 2013 
www.fintransformation.co.uk

SSO Eastern European Summit CEE 
13–14 March 2013 
www.ssoeasterneurope.com

SSO Week Europe 
Prague 
21–23 May 2013 
www.ssoweek.com

SSO Africa 
Johannesburg 
24–27 June 2013 
www.sharedservicesafrica.co.za

66_(left).indd   66 10/12/2012   15:44

www.accaglobal.com
www.accaglobal.com/abcpd


Celebrating new members
[We continue our quarterly listing of new ACCA members, with the following pages showing 

all who achieved membership in the third quarter of 2012. Congratulations to all!

67CareersWANT CAREERS ADVICE?
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ACCA UK held three membership celebrations 
across the country last autumn so new members 
and their guests could mark their new status. 

Cardiff’s St David’s Hotel hosted 85 new members 
and their guests, while in Glasgow 110 new members 
and guests converged on the Grand Central Hotel. 

London’s Dorchester Hotel played host to a grand 
total of  191 new members and their 216 guests. 
Keynote speaker David Harker FCCA, Durham 
CCC chief  executive, recalled how valuable his 
qualification has been throughout a career that has 
taken him to the top of  the cricket world.

Ben Cottam, head of ACCA Cymru Wales, presents 
Claire Thompson of Broomfield & Alexander with her 
silver medal (above right) at the association’s members 
dinner celebration in Cardiff (above left)

Our ACCA Careers online portal helps employers 
all around the world to recruit top-quality talent, 
while members and students can browse, search 
and apply for jobs. 

  *ACCA CAREERS

www.accacareers.com/uk
www.accaglobal.com


Alisha Abbasi
Ahmed Babiker Abdel- 

Rahman
Abdullah Al Mamun
Judith Abelovszky
Abubakr Ahmed
Ivie Agnes Abulime
Adeel Ghauri
Ayinde Joseph Adekunle
Oyinlola Olubusayo 

Aderemi
Olufemi Adeyemi
Mohammed Adris
Muiz Agbaje
Waqas Ahmed
Dabir Uddin Ahmed
Saeed Sultan Ahmed
Mudassar Ahmed
Salina Ahmed
Zubayer Ahmed
Nicholas Aitken
Mary Yetunde Ajayi
Titilayo Olubukola Ajayi
Nicola Donna Akers
Ruth Alcindor
Umair Iqubal Yusuf  

Alibhai
Rebecca Allen
Tristan Allen
Richard Allen
Andrea Amaize
Enoch Ampomah
Joanna Andronikou
Agnes Usikaro Aniereobi
Taimoor Anjum
Chisombili Anosike
Iain Anthistle
Philip James Antrobus
Anca Elena Apateanu
Lisa Appleford
Naomi Turfena Apuko
Fiona Armstrong
Tanuj Arora
Asad Saeed
Rukeme Otega Asemota
Nadia Ashraf
Asif  Ashraf  Ali
Elvira Aslanova
Jenny Louise Aston
Manprit Aujla
Michael Aung
Sophie Austin
Karen Austin
David Avery
Segilola Awogbemi
Elizabeth M Babajide
Rocky Bahadur
Shadmir Baig

Sharon Baillie
Luke Baker
Richard Baker
Rachael Ball
Marcus Bambridge
Eszter Baranyai
Emma Barclay
Priya Bardino
Nicholas Barker
Emma Barker
Timothy Graham Barlow
Zoe Clare Barnard
Nick Barton
Viera Bartosova
Saqib Bashir
Alice Bate
Charlotte Beards
Angela Jane Beaton
Kathryn Beaumont
Joe Andrew Beckett
Sarah Louise Beddow
Matthew Bedford
Sarah Louise Bell
Emma Belsham
Karen Bennington
David Bezannt
Nardia Bibi
Scott James Bingley
Lyndsay Blackshaw
Kerry Blackwell
Amanda Bloomfield
Thomas Blum
Andrew David Blute
Janet Paula Boakes
Pornthip Bond
Matthew Paul Booth
Katy Bowden
Jennifer Bowen
Jemma Bowles
Helen Marie Brackenbury
Natalie Anne Brant
Marc Braterman
Mark Brayshaw
Slawomir Breda
Michael Bree
Martin Brennan
Hannah Broadbank
Hayley Brook
Delicia Alexandra Brown
Tracy Carolyn Brown
Natasha Brown
Tessa Louise Brown
Darren Alexander Brown
David Brown
Sarah Browne
Heather Brunt
Ashley Bryan
David Bull

Peter Bunn
Hayley Burger
Brian Burnett
Julian Burrows
Adam Bush
Richard Buss
Gareth Paul Button
Zhenpeng Cai
Renee Conception Caiado
Michele Calabrese
Linda Cameron
Daniela Campbell
Cynthia Lilian Campbell
Charlotte Campbell
Joseph Campbell
Heather Canning
Murray Jamieson Carne
Alvin Michael Carter
Daniel John Carter
Jane Caswell
Luke Catley
Christopher John Catterall
Martin Catterall
Tetiana Cattermull
Ben Chadwick
Lungowe Chama
David Chan
Hon Ting Chan
Ngan Pin Chan
Harpreet Chana
Karen Elizabeth Chapman
Veronika Charlesworth
Jaswant Chatha
Sunish Chavda
Kelsy Cheadle
Thomas Cheney
David Chester
Aida Chometowska
Adnan Chowdhury
Kenneth Martin Christie
Catherine Chuter
Ievgeniia Chuvashova
Angela Maria Ciliberti
Sarah Clark
Katherine Clark
Cheryl Clarke
Jonathan Cleaver
Matthew Robert Clements
Nicholas Clinton
Lisa Emma Clive
Renate Louise Cloake
Julie Cocker
Joanne Cockerell
Henry Coleman
Sarah Coles
Carly-Anne Collier
Paul Collins
Bonnie Leanne Connolly

Brett Cook
Philip Cooke
Neil Cooper
Calvin Cooper
Adam Cooper
Andrew Copland
Andrew Corbett-Bromley
Paul James Corlass
Stephen Course
Steven Craib
Hayley Cramer
James D Crease Huggett
Leigh Croft
Elizabeth Sarah Cronin
Paul Crossland
Alice Cupit
Shapu Theotnius D’Cruze
Jeanette D’Souza
Dale Toyin Oladimeji
Raja Muhammed Daniyal
Tom Darby
Harshul Dattani
Emma Davenport
David Davies
Charlotte Davies
Danielle Leigh Davis
Jack Davis
Oksana Davydenko
Marion Delage
Samantha Demetriou
Marriline Denis
Amee Desai
Rajpreet Dhillon
Max Diacon
Emma Dibb
Nigel Dibben
Claire Dickinson
John Nicholas Digweed
Kevin Michael Dilks
Lara Joy Dixon
Richard Dodd
Andrew Dodds
Enoch Nii Ofei Dodoo
Carly Ann Dodson
John Christopher Dolling
Gillian Sarah Douglas
Rhian Dowling
Martin Down
Richard Dryden
Chipo Dube
Sindiswa Dube
Radka Duffy
Katherine Duncan
Nicola Duncan
Elena Alina Dunford
Victoria Jane Dunning
Monika Dymper
Violeta Dimova Dyulgerova
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Anthony Eddowes
Anna Edwards
Ahmed El Salous
Erin Eley
Heather Ellis
Augustine Entonu
Uwa Eribo
Irina Erofeenko
Yusuf  Erol
Andrew Fairhurst
Olurotimi Olutola Famodile
Alex Farrar
Georgina Farrell
Alyson Few
Lauren Fisher
Marcus Fleming
Clare Fletcher
Danny Fooks
Katarzyna Forbes
Charlene Fowles
Nicholas Frankel
Ashleigh Fraser
Adam Freeman
Emma Fricker
John Friday
Charlotte Furnival
Naseeruddin Furqan
Nichole Furse
Angela Gainey
Jayesh Gajparia
Melanie Gallacher
Maria Gammon
Maxim Gauttsel
Hailemichael Gebrewolde
Sunita Gharial
Ghazala Nasir
James Gibb
Zara Gillman
Hannah Ginnett
Nicola Glen
Lindsey Jane Goddard
Claire Goddard
Dina Godfrey
Ritesh Gokani
Pollwattage Dinesh 

Anuradha Gomes
Craig Goodchild
Shermin Goodluck
Simon Kevin Goodwin
Sonia Goubo-Tchetche
Sophie Goulding
Svetlana Grant
Joanne Rachel Muriel Gray
Gemma Leigh Greathead
Joanne Green
Richard Alec Greer
Amanda Greppellini
Kate Griffiths

Robert Griffiths
Kristen Grimwood
Laura June Groom
Cong Gu
Ceryl Guard
Ashok Gupta
Munira Omar Guweh
Lucy Ann Hall
Oliver Hall
Abdul Hameed
Nazneen Hamid
Haroon Hamid
Irene Hamilton
James Hammonds
Lyndsey Hancock
Christopher John Hannon
Maria Luisa Hansen
Gareth Harfoot
Lynn Harkness
Michelle Harley
Erica Harman
Craig Harman
Francesca Harper
Charles Harradine
Simon Peter Hart
Jennifer Hartley
Adam Bachu Haru
Kazi Mahboob Hassan
Matthew Haughton
Helen Hawker
Kevin Hayes
Laura Hayes
Phillippa Hayes
Christopher Alan Heath
Volker Heinemann
Luke Herincx
Richard Heron
Rebecca Hewer
Andrew Hide
Robert Higton
Mark Anthony Hill
Troy Hinds
David Hine
Oliviu Hirjan
Erin Susanne Hodgson
Lorna Hodgson
Eva Holcova
Charlotte Isabel Hollis
Christopher Holmes
Stephen Hoskins
Shuying Hou
Charlotte Houghton
David Howard
Hayley Howarth
Yuan Hu
Huang Ya
Claire Huchet
Hayley Huckle

Suzanne Hunt
Jacqui Hunt
B W Hunt
Mandy Sarah Hurst
Miriam Husarikova
Jawad Hussain
Asif  Hussain
Jamirul Hussain
Shazad Hussain
Anne Hutchinson
Katie Hutt
Kimberley Hutton
Farah Iqbal
Khamid Irgashev
Irfan Ismail Master
Alina Ivanenko
Petra Jackova
Carolyn Jackson
Natalia Jacques
Venus Jafar-Baglou
Jade James
Grace James
Michael James
Marc David Jameson
Karen Jamieson
Eleanor Jarvis
Carl Jebbitt
Samantha Jayne Jenkins
Rayna Lynn Jenkins
Kuldeepsinh Jhala
Naeem Jiva
Steven Johnson
Christine Jones
Louise Marie Jones
Robert Jones
Gurmeet Singh Josen
Abigail Michelle Joseph
Thomas Julian
Barry Jupp
Pawel Jurewicz
Surya Bikram K.C.
Kudzanayi Kahwa
Amit Kainth
Wing Yan Kam
Natasha Kanbi
William Alexander 

Kandekore
Emmanuel Kanonda
Tim Kwasi Karikari-

Boateng
Mohammed Karim
Gilda Kaseke
Pratheevan Kasirajah
Jastinder Kaur
Gary Keddie
Gemma Kell
Emma Marie Kelly
Colin Kennedy

Justin Kennedy
Luke Kenny
Francesca Kerley
Natalie Kerr
Junaid Khan
Sofwa Khan
Mohammed Itsham Khan
Kaleemullah Khan
Jasminder Kaur Khela
Thein Khin
Shamyl Javed Khushal
David King
Hannah Kirton
Alan Kitcher
Laura Kitchin
Oluwaseun Kolawole
Gurdeep Kaur Kooner
Iwona Kossak-Kozlowska
Anelia Ivanova Kostova
Bhavi Kothari
Klaudia Hanna Kranc
Piotr Marcin Kucza
Marija Danute Kuncaitis
Kwabena Mohammed 

Amin
Ibrahim Kyorov
Marta Lachawiec
Ashita Ladha
Gareth Laity
Benjamin Lander
Cheryl Lane
Ghazanfar Langah
Edith Langan
Frances Lanham
Oluwatosin Larin-Alabi
Lau Wai King
Erin Laughton 

Zimmerman
Lauren Law
David John Lawrence
Gary Lawson
Gabriela Lazar
Patrick Jonathan Dunphy 

Leacock
Chris Lee
Kevin Christopher Leggatt
Amarpreet Kaur Leigh
Neleta Lekbello
Michelle Lescott
Winifred Leung Wing Yin
Michael Peter Lewis
Wendy Lightfoot
Jia Ying Lim
Amy Elizabeth Dane Lister
Nick Littlewood
Ifan Lloyd
Sian Wyn Lloyd
Arben Llupa
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Lauren Lockwood
Leonidas Loizou
Leanne Loughran
Jacquelyn Luke
Kirsty Lyon
Gayle Lisa Macdougall
Stacey Mackie
Stuart Macklin
Ali Gamal Mahdi
Sohail Mahroof
Anil Kumar Malhotra
Ahmed Malik
Isabelle-Therese Mamet
Dipen Mandalia
Renetta Zoe Manwaring
Jonathan Anthony J 

Manwaring
Adam Marlow
Lisa Marples
Daniel Marsh
Andrew Dominic Marsh
Nathan Marshall
Alexandra Martin
Simon Martin
Stuart Charles Mason
Graham Mason
Dillon Matthews
Thomas Matthews
Scott Matthews
Gemma Matuszczyk
Jade Mcavoy
Yvonne McBride
Craig Mccall
Patricia McCann
Pamela Mcdonald
Heather Mcfarlane
James McFarling
Carrie Louise Mcglade
Emma Louise McGrath
Peter McGuire
Darrell Mchardy
Philip Nell Mckibben
Rachel Mclean
Andrew Mcmahon
Sarah Elizabeth J 

McNamee
Md Abu Mansur Shohag
Hossain Md Rezone
Sharon Mead
Andrea Meek
Farrukh Mehmood
Zubin Mehta
Maria Mekseniene
Richard Merrington
Aiysha Miah
Daniel Craig Milgate
Paul Christopher Miller
Felicia Miller

Robert Miller
Elizabeth May Miller
Elaine Millett
Maurice Mills
Joice Milos
Sarah Mincher
Steven Allan Mind
Helen Mitchell
Elloise Moffitt
Mohammad Saad Khan
Kelly Monaghan
Zoe Louise Moore
Lisa Morby
Rachel Morgan
Daniel Moriarty
Matthew Morris
Charles Morris
Joy Louise Hackett Morris
Leanne Elizabeth Morse
Claire Morton
Paul Moss
Ian Mountney
Nodumo Moyo
Marina Mozeiko
Katarzyna Mroczka
Christian Muehl
Muhammad Bin Rasheed
Muhammad Naeem
Muhammad Shahbaz
Muhammad Umer Khalil
Muhammad Usman Malik
Muhammed Awais Khan
Zahira Mukadam
Eva Mulyanti
Paul Murphy
Laurence Murphy
Murtaza Mehdi
Grace Museka Nee 

Kanhongo
Mutsa Clara Mutiti
Mohammed Nabil
Ashique Nasar
Jennifer Nash
Rishi Nathwani
Sara Nayar
Mark Naylor
Laura Needham
Alistair Neller
Joseph Nemeth
Rhea Newson
Tochukwu Ngamegbulam
Dieu Anh Nguyen
Lee John Nicholls
Joseph Nicholls
Rosalind Nicol
Ying Nie
Skirma Niparaviciute
Khumbulani Nkala

Yvonne Nkata
Simon Andrew Nobbs
Stephen Noon
Jade Norman
Thomas Norman
Daniel Noyon
Samuel Nti
Paul O’Brien
Marie O’Connor
Craig O’Donnell
Simon O’Hara
Kim O’Neill
Elyse O’Sheen
Matthew Oakley
Inalegwu Ode-Ichakpa
Kwaku Acheampong 

Oduro
Alfred Mark Odyero Ogwal
Nkiru Okobi
Patience Oladokun
Olabanji Niyi Olanipekun
Olasupo Anthony Olaolu 

Olaniyi
Julius Ayobami Olaogun
Alexander Stefan Olejnik
Ayodele Olorunlogbon
Pinchas Olsberg
Aderonke Opayinka
Ryan Orton
Sonia Osbourne
Francis Osei Boahen
Wasim Osman
Adesina Otufale
Aileen Overend
Claire Owen
Sarah Owen
Lucy Page
Hilal Paksoy
Robert Alexander 

Palazzini
Marcus Frederick Palmer
Meenal Pankhania
Samuel Parish
Michael Parker
James Parkinson
Roopwantie Parmanand
Ashwika Parmar
Matthew Benjamin Parry
Natasha Parsons
Smeeta Patel
Neena Avinash Patel
Shinal Patel
Fatima Patel
Kailesh Patel
Nikesh Patel
Payal Patel
Sunil Patel
Rajiv Patel

Bimal Patel
Sapna Patel
Megha Patel
Pinal Patel
Chirag Patel
Craig Alexander Patterson
Rebecca Julia Pears
Jana Peck Tomanova
Chloe Perfitt
Daniel Pettitt
Elisabeth Pfeiffer
David Phillips
Nerys Phillips
Mark Pickard
Elaine Kathryn Pickering
Jessica Pinnell
Bhavini Pithiya
Victoria Platt
Matt Plimmer
Sadin Pokharel
Ravi Popat
Jennifer Ann Powell
Julia Prescott
Katherine Prescott
Philip Prescott
Wayne Price
Elena Probert
Luke Proctor
Ianos Csaba Prodan
Darren Pullinger
Keri Purdy
Chayan Das Purkaystha
Rebecca Pye
Asim Jawaid Qureshi
Nita Rabdiya
Mitesh Raghwani
Vijya Valji Raghwani
Rajesh Raju
Chris Paul Ralph
Bharat Raniga
Alex Rankin
Shagufta Rashid
Naimish Ravji
Aaron Reeves
Tarandip Rehal
Reginald Samuel Reid
Steven Reinhardt
Eleanor Jane Reynolds
Harpreet Riat
Martin James Rice
Mark Richards
Kimberley Jane 

Richardson
Jane Elizabeth Richardson
John Richardson
Katie-Jane Roberts
Nathan Peter Robinson
Tim Robinson
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Sean Robinson
Carlo Rocco
Karina Rogers
Sian Rogers
Mark Rosman
Sherene Ross
Christine Ross
David Rothwell
Jean-Francois Rousselle
Cedric Rouveyrol
Juliet Rowlands
Michael Rowles
Shyamal Krishna Roy
Kevin Rushton
Nathan Lee Russell
Hannah Russell
Chloe Ryall
Simone Eileen Ryan
Alison Ryder
Joanna Sadowska
Giovanni Sagristani
Avinash Salhan
Shane Salmon
Samantha Maria Salter
Rachel Sanders
Nikinder Sandhu
Yogini Sathe
Tim Saunders
Andrew Sawicki
David Scammell
Thomas Warwick 

Schofield
Laura Elizabeth Scholes
Lyndsey Seaborn
Jennifer Sealey
Emma Seaman
Angela Senda
Bhavesh Shah
Bhavana Shah
Harsh Shah
Sushil Shah
Reena Shah
Nishith Shah
Shahbaz Ali
Shahid Ur Rehman
Shareef  Hilmi Al-Akkad
Shikha Sharma
Seema Sharma
Asif  Sheikh
Cindy Shi
Tejan Hindolo Elogim 

Shiaka
Erin Shields
Sukjae Shin
Balvinder Kumar Shinh
Ben Shortman
Oliver Shuffrey
Radhika Shukla

Anthony Shum
Anna Shum
Md Samsul Alam Siddiki
Michelle Sier
Peter Geoffrey Simpson
Jamie Simpson
Dave Sinden
Vikash Singh
Louise Mary Skinner
Stacey Louise Slater
Fiona Sly
Clare Smith
Louise Elizabeth Smith
Katie Smith
Kayleigh Smith
Angela Smith
Sara Smith
Paul Richard Smith
Wayne Smith
Raja Sohal
Saeid Soleimani
Udeme Soligbo
Rajinder Sood
Jaime Elizabeth Sorrell
Ryan Southall
Arjuna Soysa
James Spalding
Richard Spankie
James Spearing
Marc Speight
Andrew Springthorpe
Helena Stafford
Charlie Stagg
Mark Stanley
Rachna Stear
Craig Steedman
Gary Steel
Hester Catharina 

Steenkamp
Kelly Steeples
Paula Stephen
James Stimson
Richard Terence Stoffell
Zhamal Stokes
Karen Mary Stone
Claire Denise Stringer
Hannah Styles
Layla Summerley-North
Sun Rong Tang
Tina Sunderland
Sunil Sutar
Algasimu Suwareh
Natalia Swain
Martin Swain
Suzanne Swift
Rahmathullah Syed
Syed Aliraza Rizvi
Allen Tawanda Takawira

Tanvir Alam
Hayley Taperell
Lucie Tarrant
Melidona Taschounidou
Lee Mark Taylor
Michelle Telling
Tigran Ter-Martirosyan
Antoinette Theophilus-

Cotter
Kelly Marie Thomas
Leah Thomas
Kathlyn Elizabeth Thomas
Edward Thomas
Claire Alyson Thompson
Sarah Thomson
Richard Thorp
Zsoltne Tildy
Vernon Tomes
Lauren Toto
Christopher Towli
Paul Troth
Linda Trotter
David Lee Tucker
Carolyn Tunstall
Michael Turnbull
Timur Tursunov
Sonal Tyagi
Alexandra Uhr
Billy Paul Underwood
Dusan Urosevic
Lucy Uwins
Nicole Van Wymeersch
Sushil Vekaria
Lucy Venn
Jessica Vickers
Irina Anca Vicol
Josie Vigus
Katherine Jane Vine
Charlotte Vipond
Shiraz Rahemtulla Virani
Say Chong Voong
Jean Angela Waddington
Ben Walker
Lisa Helen Walker
Tina Louise Wallace
Rowena Walsh
Andrea Walter
Michael Joseph Walters
Michelle Yin Yee Wan
Lu Lu Wang
Yizhe Wang
Lucy Wanjiru Wangunyu
Paul Edward Warren
Katie Wastell
Hayley Waterfall
Sarah Jayne Watkin
David Peter Watkins
Lisa Joanne Watson

Frank Watson
Andrew Watson
Chris Watson
Karl Watts
Ewa Wawrzynska
Jennifer Claire Webb
Leonard Weedman
Nuwan Asanga 

Weerasinghe
Alison Dawn Weidman
Joanna Dawn Wellman
Matthew Stephen Wells
Michael West
Beth Veronica West
John West
Matthew Whatley
Jenny Marie White
Russell John White
Graham White
Gary White
Leanne Yvette Whitehouse
Richard Paul Whiteley
Nicholas Whitemore
Gemma Louise Wilde
Ella Wilkinson
Simon Williams
Rosa Mari Williams
Heather Susan Williams
Sarah Louise Williams
Peter Ian Wilson
David Wilson
Andrew Wimshurst
Sonia Wing Zee Wong
Daniel Wong Wang Kit
Jonathan Wood
Sarah Woodcock
Kelly Woods
Nathan Woollery
Samuel Worton
Victoria Wragg
Jonathan Wright
Craig Wright
Zack Wroot
Xueman Xu
Tara Xuereb
Yang Yiwen
Kum-Fong Yeung
Samantha Yewdall
Amir Zahur
Rosanna Zainal
Abigail Zambinski
Sadaf  Zarif
Weiwei Zhang
Zhanyu Zhang
Chunyu Zhang
Jie Zhou
Xiaying Zhu
Jenny Zolman
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l Complaints l Regulation l Disciplinary

Worried about any of these? Phone today for free initial advice. 
Over 500 accountants represented, nationwide.  Your PI or office insurance could cover legal fees.

Why not join Accountants’ Defence & Advisory Services Ltd today to cover legal/professional fees on any future problem. 

    email: solutions@copessolicitors.co.uk        www.copessolicitors.co.uk  www.accountantsdefence.co.uk 
London - Devon      Member,  Academy of Experts

Christopher Cope    -   Solicitor   -    Call: 01769 581581 
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    www.accacareers.com/uk
LOOKING FOR A NEW JOB?

Start planning your CPD for 2013 by 
reflecting on your recent learning and 
identifying areas you want to develop. 
You can do this by answering the 
following questions:

* Where are you now? What are the 
issues?

* What’s going well? And what’s not?
Now think about where you want to 

be and what you want to develop.

* What are your goals?

* How are you going to get there?

* What are areas for development?

* What learning resources are you 
using? For example, is the course 
you attend every year still relevant 
to your work? Is the podcast you 
subscribed to still cutting edge and 
full of  fresh ideas you haven’t 
considered before?

And most importantly – what would 
you do differently in 2013 to 
become a better professional?

Try something in 2013
Through our innovative 
approach to development, 
we have a comprehensive 
range of  services and 
tools to support you in 
planning, sourcing and 
achieving your CPD. 
From networking on 
ACCA’s official LinkedIn 
members’ group to 
mentoring or coaching 
a colleague, there is 
something for everyone.

Get ahead with My Development
In October 2012 we launched the new 
CPD section of  ACCA’s website. My 
Development brings all CPD learning 
opportunities together in one place, 
including AB articles, CPD articles with 
multiple-choice questions, e-learning 
courses, face-to-face events, podcasts, 
webinars and qualifications from our 
partners. Within My Development you 
can also find details on ACCA’s CPD 
policy and guidance on how to meet 
our CPD requirements.

New features
New features of  My Development are:

* Improved look and feel – new 
homepage to highlight new 
opportunities and promotions from 
CPD partners

* Ability to filter by learning type, 
topic and sub-topic 

* Learning relevant to your location

* Local face-to-face events in the UK, 
Ireland, Hong Kong, Singapore, 
Malaysia, and you’ll see other 
markets joining soon.

Topic categories
All learning within My Development is 
organised by topic so you can quickly 
find what you need:

* Auditing and assurance

* Corporate reporting 

* Ethics 

* Financial management

* Governance, risk and control

* Law and regulation

* Leadership and management

* Performance management

* Professional networking

* Stakeholder relationship 
management 

* Strategy and innovation

* Taxation 

Remember to remember
It’s wise to plan your CPD now, 
but also vital to check during 
the year to ensure you are on 
track to meet requirements. 
Why not set a reminder for June 
in your online diary to see how 
you are placed?

My Development is updated 
daily, so visit the website 
regularly to get the learning 
most suited to your needs.

Visit www.accaglobal.com/CPD

Plan for 2013
Start the new CPD year by asking yourself some fundamental questions about where you 
are and where you want to be, and then use our new resource for sourcing your learning
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This article provides an overview of 
the main changes to ACCA’s bye-
laws, regulations and Code of Ethics 
and Conduct, as published in the 
ACCA Rulebook, to take effect from 1 
January 2013. 

The changes to the Rulebook 2012 
have arisen from policy decisions  
over the past year, implementation  
of  existing Council policy or  
legislative/lead regulator requirements, 
or the necessary clarification of   
existing regulations.

Regulation changes arising from 
the Overview of  Regulatory 
Procedures Working Party
Many of  the substantive changes 
for the 2013 Rulebook have arisen 
from the recommendations of  the 
Overview of  Regulatory Procedures 
Working Party, set up in 2011 to review 
ACCA’s disciplinary and regulatory 
processes with particular reference to 
independence, fairness, proportionality 
and the public interest. These include:
Regulatory Board and Committee 
Regulations:

* the introduction of  legal advisers 
into ACCA’s disciplinary and 
regulatory arrangements. This  
move will further enhance the 
independence of  ACCA’s disciplinary 
and regulatory committees as the 
provision of  legal and procedural 
advice to committees will be by 
individuals independent of  ACCA. 
Consequential provisions are 
included in the Authorisation 
Regulations, Complaint and 
Disciplinary Regulations and  
Appeal Regulations;

* a reduction in the quorum of  each 
committee from four to three and 
the removal of  the requirement that 
a lawyer should serve on each 
committee, save that the chairman 
of  the Appeal Committee must be  
a lawyer.

Complaints and Disciplinary 
Regulations:

* a requirement that, where an 
assessor has reviewed an 
investigating officer’s decision  
to close a case and has decided  
that a report of  disciplinary 
allegations should be prepared,  
the report should be referred to the 
same assessor;

* an additional test of  whether there 
is a real prospect of  an allegation 
being found proved where an 
assessor considers a report of  
disciplinary allegations;

* an enhanced interim order regime;

* new procedures for the case 
presenter to apply to withdraw 
cases in place of  the case 
presenter’s current power to do so.

Appeal Regulations:

* a further tightening of  the criteria 
for lodging appeals in order to 
eliminate unmeritorious appeals.

Fees Regulations
The changes reflect the 2013 
membership fee, which is £205.

Membership Regulations
The principal amendments to the 
Membership Regulations:

* reflect that, from 2013, the 
Professional Ethics Module is 
mandatory for all students;

* clarify the prohibited activities of  
ACCA students;

* allow ACCA students who are 
members of  an IFAC member body 
outside the UK, Jersey, Guernsey 
and Dependencies, the Isle of  Man 
and Ireland (and holding practising 
certificates from those bodies), to 
engage in public practice;

* reflect the requirements of  the 
Criminal Justice (Money Laundering 
and Terrorist Financing) Act 2012 in 
the Republic of  Ireland with regard to 
anti-money laundering supervision;

* minimise the risk of  a member 
unreasonably avoiding removal from 
the register in respect of  CPD 
breaches or bankruptcy;

* provide that notices may be sent to 
an address nominated by the 
member which may not be the 
registered address. Similar 
provisions are included in the 
Complaint and Disciplinary 
Regulations and Appeal Regulations;

* provide flexibility so that, in 
exceptional circumstances, a hearing 
may proceed notwithstanding minor 
non-compliance with requirements 
for the service of  documents. 
Similar provisions are included in 
the Regulatory Board and 
Committee Regulations, 
Authorisation Regulations, Complaint 
and Disciplinary Regulations and the 
Appeal Regulations;

* amend Appendix 2 to reflect a 
change in policy to allow ACCA 
affiliates who have complied with 
other IFAC member bodies’ practical 
experience requirements, in some 
circumstances, to claim an 
exemption from the performance 
objectives component of  ACCA’s 
practical experience requirements.

Annexes to the Global 
Practising Regulations
UK Annex:
The substantive amendments to the 
UK Annex to the Global Practising 
Regulations remove references to 
the various Boards of  the Financial 
Reporting Council (FRC), which 
no longer exist following the FRC’s 
restructuring. Similar provisions 
are included in the Complaints and 
Disciplinary Regulations and the 
Appeal Regulations.
Republic of Ireland Annex:
The only substantive amendment to the 
Republic of  Ireland Annex to the Global 
Practising Regulations aligns the 

Refining the rules
ACCA’s Ian Waters outlines regulation changes for the 2013 ACCA Rulebook
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Regulations to the requirements of  the 
Criminal Justice (Money Laundering 
and Terrorist Financing) Act 2010, 
and requires members in Ireland who 
provide book-keeping services to obtain 
practising certificates from ACCA.

Designated Professional Body 
Regulations
These regulations have been amended 
to bring about consistency with the 
requirements for retail investment 
firms in respect of  commission 
following the FSA’s Retail Distribution 
Review. All references to ‘commission’ 
have been removed, as have several 
definitions that are no longer required.

Irish Investment Business 
Regulations
Substantial changes have been made 
to the Irish Investment Business 
Regulations. These have been 
reformatted in order to clearly require 
firms to comply with the Consumer 
Protection Code issued by the Central 
Bank of  Ireland, as well as the 
Minimum Competency Requirements. 
This has given rise to the deletion of  
many regulations, in order to avoid 
duplication with the requirements 
set out in the Consumer Protection 
Code and the Minimum Competence 
Requirements themselves.

Authorisation Regulations
In addition to the amendments 
outlined earlier, the only other 
substantive change to the 

Authorisation Regulations reflects an 
interim order regime consistent with 
that of  the Complaints and  
Disciplinary Regulations.

Complaints and Disciplinary 
Regulations
In addition to the amendments 
outlined earlier, the substantive 
changes to the Complaints and 
Disciplinary Regulations:

* provide that deemed notice 
provisions apply to complainants as 
well as relevant persons. A similar 
provision is included in the Appeal 
Regulations;

* give the chairmen explicit powers to 
give case management directions. A 
similar provision is included in the 
Appeal Regulations;

* explicitly allow discretion for ACCA 
to extend the time limit by which 
complainants may request reviews 
of  decisions to close cases in 
limited circumstances.

Appeal Regulations
In addition to the amendments 
outlined earlier, the only other 
substantive change to the Appeal 

Regulations provides that, if  the 
chairman grants permission to 
appeal an order which was made with 
immediate effect, he may also grant a 
stay of  the order if  it is justified in all 
the circumstances.

Code of  Ethics and Conduct
In order to clarify the requirements 
of  the Code concerning descriptions 
of  firms, an amendment has been 
made to Section B4 to add the term 
‘statutory auditors’ to the list of  
descriptions that should not form part 
of  a firm’s name.

Other changes to the Code include 
the clarification and strengthening of  
the requirements concerning the use 
of  the ACCA logo.

ACCA’s Rulebook can be viewed on 
ACCA’s website at: www.accaglobal.
com/rulebook

Ian Waters is regulation and  
standards manager at ACCA
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02  Amanda 
McFeeters 

receiving her award for 
Effective Leader of the 
Year at the Government 
Finance Profession 
Awards event.

03  Paul Baumann, 
CFO of  the NHS 

Commissioning Board, 
outlines the NHS reforms 
that must be delivered at 
the same time as admin 
costs are slashed.

01 Pass on the paso: Mark Foster gives ACCA 
Wales members dance floor tips and the 

story behind his impressive swimming successes.

DANCING OLYMPIAN 
AT ACCA WALES 
Five-time Olympian Mark Foster spoke of his 
experiences in competitive swimming, the buzz 
of London 2012 and his steep learning curve on 
Strictly Come Dancing at the ACCA Cymru Wales 
National Conference and Dinner in Cardiff in 
November. 

Delegates at the event also heard from expert 
speakers on a range of  topics from the 
development of  a new enterprise zone in Cardiff  to 
economic stability in Wales and strategies for 
growth. Delegates were welcomed by ACCA vice 
president Anthony Harbinson.

CFO DESCRIBES NEW NHS COMMISSIONING BOARD
The NHS Commissioning Board was formally set up in October 
2012 as an independent body with executive powers and 
exceptional responsibilities to help shape the new NHS. 

ACCA members were given an insight into its role during a 
recent lecture by its CFO Paul Baumann, who revealed that April 
2013 will see the biggest relinquishment of  government control 
the NHS has ever witnessed and that a close partnership between 
clinical and financial leaders will be a prerequisite for making a 
success of  the NHS reforms. 

The reforms will also have to be delivered as administration 
costs are reduced by a third and within the context of  the public 
sector financial crisis. Not a job for the faint-hearted!

MEMBERS NAMED AS GFP WINNERS
In their 30th year, the Government Finance Profession Awards saw 
several ACCA members and students triumph at the ceremony in 
Brighton in November. Stephanie Smith of Ofsted was Mentor of 
the Year, Bandhu Pratim Das of the Skills Funding Agency was 
Part Qualified of the Year, and Amanda McFeeters of the Home 
Office was Effective Leader of the Year.
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01  Host Stephen K 
Amos (left) and 

former ACCA president 
Dean Westcott with 
Raylene Whitford from 
KPMG (winner of  the 
New Accountant of  the 
Year award).

02  Andrew Leck, 
head of  ACCA 

UK (second right) with 
ACCA colleagues and Ed 
McKeever, ACCA student 
and London 2012 gold 
medallist

CREAM OF THE CROP
The British Accountancy Awards 2012 
celebrated professional excellence at 
a glittering ceremony in London
When the accountancy profession gathered in 
London recently to recognise the best it has to 
offer at the British Accountancy Awards 2012, 
eight of the 19 awards were scooped by firms with 
ACCA connections.

The awards – organised by Accountancy Age in 
partnership with ACCA – have a strong focus on 
recognising excellence within independent firms 
from across the UK. Winners were announced at a 
ceremony at London’s Old Billingsgate Market on 
21 November.

Helen Franklin of  Northamptonshire’s 
Accounts Assist was named Training Manager of  
the Year. Franklin, an ACCA member, is a co-
director at Accounts Assist and is responsible for 
overseeing the training of  15 members of  staff. 
Judges noted that she ‘obviously cares about 
having a personal approach to clients and staff. 
She has also demonstrated clear objective-setting 
targets for her business teams.’

Anita Brook, director and founder of  Accounts 
Assist, said: ‘Helen thoroughly deserved this 
award; her dedication to supporting new 
accountants is an example to everyone. It’s a 
great pleasure to work with Helen every day and 
I know all our colleagues recognise her ability 
and commitment.’  

High Wycombe practice The Fish Partnership 
won the Employer of  the Year award. ‘Employer 
of  the Year was one of  the toughest categories 
and The Fish Partnership can be very proud of  
their achievement,’ said Andrew Leck, head of  
ACCA UK and a member of  the judging panel. 
‘Winning this award shows clear dedication to 
employing the best staff, recognising their 
skills and using them to give the best service to 
their clients. They are very deserved winners of  
the award.’

Meanwhile, Pinner-based approved employer 
Sobell Rhodes first collected the title of  
Independent Firm of  the Year (South East and East 
of  England) before going on to lift the overall 
Independent Firm of  the Year award.

Other winners with ACCA connections 
included Scottish firm Johnston Carmichael 
(National Firm of  the Year); Cooper Parry  
(Mid-tier Firm of  the Year); Cumbrian 
accountants Lamont Pridmore (Independent 
Firm of  the Year, North England); and Randall & 
Payne (Independent Firm of  the Year, Wales and 
South West England).
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ACCA vice president 
Anthony Harbinson said 
global standards are key

Lorraine Holleway, chairman, 
ACCA Global Forum for Corporate 
Reporting – more on page 32

Hans Hoogervorst, International 
Accounting Standards Board 
chairman – more on page 32

Juthika Ramanathan, CEO, 
Accounting and Corporate 
Regulatory Authority, Singapore, 
spoke on the professions’ future

ACCA president 
Barry Cooper 
addresses the 
gathering and 
(inset) talks with 
other delegates

A high-profile group of 56 senior 
ACCA members representing more 
than 40 countries gathered in 
London in November for ACCA’s 
International Assembly 2012 to 
discuss key issues, both for ACCA 
and the wider profession.

Focused on the theme of  ‘Delivering 
value’, delegates shared feedback with 
and posed questions to ACCA’s senior 
management. They also considered how 
ACCA delivers public value, what it 
means for ACCA to be a digital 
organisation, and the future of  the 
profession. ‘Given the challenging 
economic environment in which we all 
live and work, more than ever it is 
important that the accountancy 
profession proves its value to society,’ 
said Professor Barry Cooper, ACCA 
president, in his opening address. 

Chief  executive Helen Brand outlined 
ACCA’s continued focus on creating 
value for members, employers and 
wider society through a range of  
initiatives. She thanked delegates for 
the contribution they make to ACCA. 
‘Engaged and passionate members 
are the lifeblood of  any successful 
professional body,’ she said.

ACCA’s officers shared their views on 
how ACCA delivers value in a variety of  
environments. Cooper focused on the 
value of  emerging capital markets and 

GLOBAL GATHERING
Members from over 40 countries discussed issues facing 
the profession at ACCA’s International Assembly

the role the profession plays in 
supporting them. ‘Emerging capital 
markets need increasingly transparent 
corporate governance and ethical 
business approaches to encourage 
investor confidence,’ he said. ‘This is 
where we add value. As a global 
profession and a global accountancy 
body, we operate to break down barriers 
utilising an ethical and sustainable 
approach which for ACCA is based on 
our own fundamental principles: 
integrity, objectivity, professional 
competence and professional behaviour.’    

Speaking in front of  a screen 
showing the constantly growing world 
population, ACCA deputy president 
Martin Turner considered the role of  the 
profession in encouraging sustainable 
development. He outlined recent 
developments in integrated reporting 
and sustainability disclosure – including 
the publication of  ACCA’s own first 
integrated report in 2012. ‘ACCA has 
been the oldest advocate of  sustainable 
reporting in the profession,’ he noted. 

Turning delegates’ attention to the 
public sector, ACCA vice president 
Anthony Harbinson highlighted the 
importance of  the application of  global 
accounting standards and the value of  
external and internal audit. ‘The public 
sector will be feeling the fiscal squeeze 
for a long time,’ he noted. ‘The 

professional’s role is to ensure 
awareness, openness and transparency; 
it is about ensuring clarity, about 
delivering value for money, along with 
clarity of  thought and policy.’

Neil Stevenson, ACCA’s executive 
director – brand, focused on the future 
of  the professions and how their role is 
being influenced by developments in 
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‘AS A GLOBAL PROFESSION AND A GLOBAL ACCOUNTANCY BODY, 
WE BREAK DOWN BARRIERS UTILISING AN ETHICAL APPROACH’

Zhou Qinye 
of Shanghai 
Stock Exchange 
received an ACCA 
Achievement Award

Ian Powell, chairman and 
senior partner of PwC 
UK (more on page 30), 
flanked by ACCA president 
Barry Cooper and chief 
executive Helen Brand

Delegates and staff including chief executive 
Helen Brand (far right) arrive for joint International 
Assembly/ACCA Council dinner

ACCA deputy 
president 
Martin Turner 
championed 
accountants’ 
support for 
sustainable 
development

business and society. ‘To ensure its 
ongoing reputation and value, it is 
essential that the accountancy 
profession continues to operate as a 
guardian of  integrity,’ he said.

Former vice president of  the 
Shanghai Stock Exchange Zhou Qinye 
was presented with an ACCA 
Achievement Award for his work at the 

stock exchange, with ACCA, and as a 
finance and education professional at 
universities in China.

During a powerful session on ‘Policy 
impact’, delegates also heard how ACCA 
seeks to make policy that is credible, 
reliable and well informed, thereby 
enabling ACCA to enhance the strength 
and relevance of  the global profession. 

‘Policy is about achieving change – with 
politicians, with regulators, with our 
customers and with other stakeholders,’ 
said Sue Almond, ACCA’s technical 
director. 

Brendan Murtagh, former ACCA 
president and founding partner of  LHM 
Casey McGrath in Ireland, highlighted 
the value that ACCA brings to IFAC’s 
International Auditing and Assurance 
Board, which he joined in January 2012. 

Mohua Rashid, head of  ACCA 
Bangladesh, argued the case for ‘how 
global policies can be used with impact 
in a market – how the global can be 
made local without diluting the policy 
message or indeed the impact’. 

   
Sarah Perrin, journalist

More from Hans Hoogervorst, Lorraine 
Holleway and Zhou Qinye on page 32
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Inside 
ACCA

Confidence in the global economy fell in the third 
quarter of 2012, according to a worldwide survey 
of 2,500 members of ACCA and the IMA (Institute 
of Management Accountants).

The quarterly Global Economic Conditions Survey 
(GECS) shows that around two-thirds now believe the 
global economy is stagnating or reversing. Analysis 
suggests this latest fall in confidence is due almost 
entirely to negative business fundamentals – demand, 
access to finance, late payment and inflation – rather 
than sentiment, with SMEs the worst hit.

The survey reflects continued uncertainty across 
Asia Pacific, which is still feeling the effects of  the 
economic downturn in China. 

But there was a glimmer of  hope from western 
Europe, where the beginnings of  a credible plan to 
resolve the region’s sovereign debt crisis were 
discerned. The Middle East is now the most 
confident region, although Africa continues to slow 
down as it has throughout the year.

Capital spending fell around the world in the 
quarter. Growth remained disappointing, with just 
7% of  respondents reporting plans by organisations 
to increase investment. 

The full GECS is at www.accaglobal.com/access.

FINANCE BOOSTS FEMALE CAREERS
While finance is often seen as a male profession, 
a new report commissioned by ACCA and the 
ESRC (Economic and Social Research Council) 
from Cranfield School of Management shows that 
a financial qualification or a background which 
demonstrates substantial financial acumen is seen 
as a catalyst for women getting onto the boards of 
FTSE companies in the UK. 

Analysis for the report shows that, proportionally, 
women appear to be more successful in attaining 
executive roles where they have a financial 
background. Of  female executive directors 45% are 
financially qualified while 65% in total have a 
financial background, compared with 26% of  their 
male colleagues being financially qualified and 44% 
having a financial background. 

The report, Women in finance; a springboard to 
corporate board positions?, is available at www.
accaglobal.com/transformation.

Confidence 
takes a dive
Latest ACCA/IMA quarterly global 
economic survey makes grim reading

FUTURES OUT NOW
The latest edition of ACCA’s research 
and insights journal Accountancy 
Futures includes interviews with 
Olympus whistleblower Michael 
Woodford, the Bhutan MP working 
to a happiness index, and the global 
CFO and other top finance bosses at 
consumer giant Unilever. 

The ‘Undercover Economist’ Tim 
Harford also features with the lessons 
of  industrial disasters for banks, as 
does auditing for human rights, and a 
great deal more.

You can read an electronic version at 
www.accaglobal.com/futuresjournal

NEW APP FOR OUTSOURCING 
A new release 
of ACCA’s 
Research 
and Insights 
app explores 
the subject 
of finance 
function 
transformation, 
with a 
particular 
focus on shared 

services and outsourcing. 
Downloading the app allows you to 

read highlights of  ACCA’s research in 
this area, see what CFOs are doing by 
making use of  interactive graphics, 
and watch videos of  leading experts in 
the field of  finance function 
transformation offering insights. 

This is the second release of  the 
Research and Insights app – the first 
covered risk management – and there 
will be further releases on different 
issues every few months. 

To download the free app, visit  
www.accaglobal.com/riapp, or just 
search for ‘ACCA Insights’ in the iTunes 
App Store.
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VT Final Accounts is the popular Excel based

accounts production package from VT Software.

The latest version can be used to generate an

iXBRL accounts or tax computation file from 

any Excel workbook or from the pre-tagged

templates contained within the package. 

A large number of users of VT Final Accounts

have already successfully submitted iXBRL 

files to HMRC.

To download a free 60 day trial please 

visit www.vtsoftware.co.uk/ixbrl

VT
software

ONLY

£199
+VAT
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DUMPING THE ‘DE-SHOPPERS’ 
HOW TO DEAL WITH UNPROFITABLE CUSTOMERS

PURGING YOUR CLIENT LIST
OUTCOME BUDGETING

BUSINESS TRAVEL

CPD
get verifiable cpd  
units by reading  
technical articles

www.accaglobal.com/abcpd
www.accaglobal.com
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