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The rolling boil and the gentle simmer

Tax is rarely out of news, but 
April was something else. 

Despite last month’s 
launch of the offi cial EU 
referendum campaigns, 

the Panama papers ousted Brexit from the front pages (see 
page 26). A fi t of transparency followed, with David Cameron 
and other MPs washing their tax returns in public. Then the 
European Commission announced it would be accelerating 
its move towards country-by-country reporting and published 
proposals for tackling corporate tax avoidance. As companies 
started to assess their future responsibilities in all this, the British 
government confi rmed its intention to make them criminally 
responsible for employees facilitating tax evasion (see page 8). 
Keeping up with change is always a challenge, but last month 
was more than usually taxing. 

A story that is slower burning is the concern over advisory 
business outstripping audit business among the Big Four. It is 
not a new story, but as the audit/advisory ratio begins to tip into 
the controversial again, this time the balance of power looks 
different. Whereas the fi rms’ audit practices had to divest their 

advisory practices when the regulators last came to call, this time 
round it is the advisory partnerships that think they might prosper 
without their fee-pressured, regulation-bound audit partners. 

But it’s a symbiotic relationship. While audit benefi ts from 
having top talents in the early days of their training before they 
move on to the more ‘sexy’ projects in consulting, advisory gains 
from audit gifting it a lucrative relationship with complex and 
needy multinational clients. The truth is, though, as a recent FRC 
report recognises, that audit has lost its lustre as a destination 
career. They can’t live with each other, it seems, but nor can they 
live without each other. See pages 16 and 24. 

Finally, it has been a year since we launched the app versions 
of AB, and we have made some design and functionality 
enhancements. If you haven’t already downloaded the app 
for on-the-go reading, why not join the 27,000-plus members 
who are already enjoying AB online? We are also keen to 
hear feedback, so take a few minutes to complete our online 
questionnaire – at accaglobal.com/absurvey – and you could win 
an iPad in the free prize draw.  

Joanna Malvern, editor, joanna.malvern@accaglobal.com
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▲ Steely resolve
Tata Steel appointed 
new CEO Bimlendra Jha 
as talks continued over 
the company's future at 
the steel plant at Port 
Talbot in south Wales

▲ Royal revamp
The Queen's official 
residences of Windsor 
Castle and the Palace 
of Holyroodhouse are 
to undergo a £37m 
revamp. The renovations 
are in the tourist areas

▲ Northern giant
Alaska Air Group is to 
buy Virgin America in a 
US$4bn deal, creating 
the fifth largest US airline. 
Virgin founder Sir Richard 
Branson said he was 'sad' 
about the deal

► Plane sailing
Airship/plane hybrid 
Airlander 10 has 
been unveiled in 
Bedfordshire. It could be 
used to lift machinery, 
provide surveillance and 
carry the super-rich
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▼ Downsizing
Ronnie Corbett, who 
died in March, sold 
his south London 
mansion in 2003 and 
moved to a bungalow 
to spare his children a 
huge inheritance tax bill

▼ Panama protest
Protesters called for 
David Cameron to 
resign after the Panama 
papers revealed his past 
offshore tax dealings, 
leading other MPs to 
publish their tax returns

▼ Sounds upbeat
Digital music sales rose 
10.2% to £11bn last year, 
beating CD sales for 
the first time, according 
to the International 
Federation of the 
Phonographic Industry
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News roundup
This edition’s stories and infographics from around the globe, as well as a look 
at the latest developments and issues affecting the fi nance profession

Panama scrutinised
The leaked ‘Panama papers’ 
reveal a culture and practice 
of secrecy in the Central 
American country, claims the 
Organisation for Economic 
Cooperation and Development 
(OECD). The G20 nations 
had previously been warned 
by the OECD that Panama 
breaches international tax 
transparency standards 
and has back-tracked on its 
commitment to implement 
the automatic exchange of 
fi nancial information. ‘Panama 
must put its house in order, 
by immediately implementing 
these standards,’ said the 
OECD. This news follows 
the raid by Panamanian 
prosecutors of law fi rm 
Mossack Fonseca, which 
allegedly registered 214,000 
offshore trusts and companies 
controlling billions of dollars of 

assets. Mossack Fonseca insists 
it is fully compliant with the law.

Crackdown steps up
Companies that fail to stop 
employees facilitating tax 
evasion will be guilty of 
a criminal offence, under 
legislation proposed by 
the government. If the bill 
is approved it is likely to 
become law later this year. 
The measure was originally 
announced in March last year, 
but its passage has been 
accelerated as a result of the 
‘Panama papers’ disclosures. 
The government has also 
launched a taskforce, to be 
jointly led by HMRC and the 
National Crime Agency, and 
the prime minister is to host 
the London Anti-Corruption 
Summit this month, where 
international action against tax 
evasion may be agreed.

EC accelerates CBCR
The European Commission 
is to accelerate progress 
towards country-by-country 
reporting (CBCR) as a result 
of the ‘Panama papers’ 
controversy. Proposals have 
now been published for 
CBCR that will amend the 
accounting directive. It will 
require large multinationals 
to publish annually reports 
that disclose the profi t, tax 
due and tax paid in each 
member state in which 
the company operates. 
Multinationals will have 
to publish similar reports 
for their operations in 
each tax jurisdiction 
that the EU regards as 
not abiding by good tax 
governance standards.

Pfizer/Allergan deal off
The US$160bn merger of 
US company Pfi zer with 
Irish domiciled Allergan has 
collapsed, following moves 
by president Barack Obama 
and the US Treasury to tackle 
tax inversion. The US Treasury 
announced that it is changing 
the way the size of companies 
engaged in mergers is 
calculated, potentially 
preventing the Pfi zer/Allergan 
deal from qualifyjing as an 
inversion. Pfi zer announced 
it has withdrawn its merger 
proposal to Allergan and 
will pay it US$150m in 
compensation for transaction-
related expenses.

Europe ahead on BEPS
Most countries are responding 
cautiously to the Organisation 
for Economic Cooperation 
and Development’s (OECD) 
Base Erosion and Profi t 
Shifting (BEPS) project, 

according to EY’s Outlook 
for global tax policy in 
2016. Europe is leading in 
BEPS implementation but 
countries in most other 
regions have yet to respond 
to the OECD proposals, 
says EY. Chris Sanger, EY’s 
global tax policy leader, said: 
‘Given the sheer number 
of variables refl ected in the 
fi nal BEPS recommendations, 
and the complexity inherent 
in coordinating between 
domestic tax systems globally, 
there may be signifi cant 
distance between agreement 
in the OECD process and 
national adoption in 2016 
and beyond.’

OECD releases e-format
A standardised electronic 
format for country-by-
country reporting has been 
released by the Organisation 
for Economic Cooperation 
and Development (OECD), 
enabling the implementation 
of a key part of the Base 
Erosion and Profi t Shifting 
project. Multinational 
corporations have been sent 
the CbC XML, along with a 
user guide for adoption in 
fi nancial years ending 2016 
and later.  

CFOs lose confidence
CFOs are losing confi dence 
in corporate reporting and its 
effectiveness, according to EY’s 
report Are you prepared for 
corporate reporting’s perfect 
storm?. Concerns about 
the objectivity of reporting 
include pressure from audit 
committees, the complexity of 
new reporting requirements 
and a reporting overload that 
affects performance. Only 
55% of CFOs responding to 

Corporation tax gap 
(as percentage of corporation tax liabilities)

 2012/13 2013/14 Change

SME £2.1bn (11%) £1.4bn (7%) ▼4%

Large and 
complex unit

£0.6bn (9%) £0.6bn (8%) ▼1%

Large business 
service

£1bn (5%) £1bn (5%)  –

Source: UHY Hacker Young

HMRC raises £489m through SME tax

HMRC raised an additional £489m in corporation tax 
through investigations into SMEs in 2014/15, according to 
UHY Hacker Young. The additional yield shows that HMRC 
is strengthening its investigations into small businesses, 
says the fi rm, with SMEs being viewed as ‘soft targets’ 
in HMRC’s drive to reduce the corporation tax gap. The 
‘tax gap’ is the difference between the amount of tax that 
should, in theory, be collected by HMRC, against what is 
actually collected. HMRC’s most recent estimates (covering 
2013/14) placed the corporation tax gap at £3bn.
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the global survey of large 
organisations are confi dent 
in compliance – down from 
84% last year. (see also Robert 
Bruce, page 24 and ‘Clouds 
gather’, page 35.)

M&A encourages risks
A rising number of 
multinationals are engaged 
in improper or inadequate 
intercompany accounting 
practices, warns a study from 
Deloitte. Factors include 
greater industry consolidation, 
growing globalisation and 
integrated supply chains, 
underscored by denial of 
the problem and neglect. 
Poor intercompany reporting 
practices are leading to actual 
corporate losses, including 
from tax penalties, poor 
treasury performance, weak 
internal controls and loss of 
sales through reputational 
damage, concludes the report 
Cleaning up the mess under 
the bed: Why intercompany 

accounting is increasing 
corporate risk. 

Materiality matters
Eight leading standard-
setting bodies have agreed 
a statement on common 
principles of materiality, 
which they believe are 
consistent with all forms 
of standards development 
and business reporting to 
stakeholders. The bodies 
include the International 
Accounting Standards 
Board, the US Financial 
Accounting Standards Board, 
the International Integrated 
Reporting Council and the 
Global Reporting Initiative, 
which are acting together 
as the Corporate Reporting 
Dialogue. The proposals 
are designed as a response 
to market calls for greater 
coherence, consistency 
and comparability between 
corporate reporting 
frameworks, fi nancial reporting 

To take 
part in the 
Accounting 

and Business 
reader survey, visit 
accaglobal.com/
absurvey by 23 May

Enter our reader 
survey for a chance 
of winning one of 
two iPads

Two lucky winners will be 
drawn at random from survey 
participants and receive an 
Apple iPad

Tell us what you think of AB magazine!
Help us give you the best possible magazine for ACCA members by taking part in 
our short reader survey. We’ll use your views to shape our future content

standards and related 
requirements.

Audit ‘must evolve or die’
Audit is valued more highly 
in countries where it is still 
developing than in those where 
it has been long established, 
according to a report based 
on a series of roundtables 
held by ACCA and Grant 
Thornton in seven countries. 
The Future of Audit concluded 
that in developed nations the 
audit and assurance process is 
regarded as important, but it is 
not timely and fails to provide 
insights on how to improve 
business performance. Andrew 
Gambier, ACCA head of audit 
and assurance, said: ‘There 
is a defi nite feeling that the 
traditional audit process is not 
delivering enough.’ (See also 
Robert Bruce, page 24.)

Not ready for reform?
UK plcs have failed to 
adequately plan for major 

reforms to audit rules that 
come into effect in June, 
according to EY. Its survey 
of FTSE 350 business 
leaders reveals they are 
‘woefully unprepared’ for 
the changes introducing 
mandatory audit rotation. 
EY’s survey of 100 CFOs, 
tax directors and audit 
committee chairs found 19% 
to be unaware of when their 
company needed to tender or 
rotate its audit. Of those who 
did, almost half did not have a 
strategic plan in place.

Beware technology
The International Federation 
of Accountants (IFAC) has 
published a video discussing 
the impact of technology 
on the accountancy 
profession.  Daniel Susskind, 
co-author of The Future of 
the Professions, suggests that 
technological development 
will  lead to machines 
displacing accountants. » 
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Technology, he says, will 
change the tasks undertaken 
by the professions and 
will be better at reaching 
judgments when faced 
by uncertainty – a role at 
the heart of the work of 
professions. Accountants 
need to be aware of these 
trends and create a strategy 
for dealing with them, argues 
Susskind. IFAC’s video is at 
bit.ly/ifac-future. 

On the right track
A National Pathways into 
Work scheme to support 
women over 40 to resume 
their careers has been 
proposed by the House 
of Commons Women and 
Equalities select committee. 
The committee also wants the 
Institute for Apprenticeships 
to investigate how it can 
ensure older workers 
benefi t from apprenticeship 
funding. MPs concluded 
that the gender pay gap 
will persist unless policy 
changes, and claimed that the 
government is complicit in a 
system that is undermining 
productivity and perpetuating 
the pay gap.

ACCA promotes mobility
ACCA, other professional 
bodies and the Big Four have 
come together to develop a 
new Professional Accountancy 
Standard for apprentices, 
which qualifi es as a Higher 
Apprenticeship within the 
Government’s Trailblazer 
initiative. The new standard 
will provide school leavers 
with an alternative route 
into the sector and enable 
apprentices to study for a 
professional qualifi cation. 
The move was welcomed 
by the prime minister’s 
adviser on apprenticeships, 
Nadhim Zahawi MP. Deloitte, 
EY, KPMG and Grant 
Thornton were all named 
by the Department for 
Business, Innovations and 
Skills as among its 11 social 
mobility champions.

FCA unveils priorities
Tackling money laundering and 
fi nancial crime will become a 
priority activity for the Financial 
Conduct Authority (FCA), 
its business plan reveals. 
Other priorities are pensions, 
wholesale fi nancial markets, 
advice, innovation, culture and 
governance and the treatment 
of customers. The prioritisation 
of money laundering and 
fi nancial crime is timely 
given the ‘Panama papers’ 
revelations; the FCA is currently 
reviewing the information 
disclosed in the leaks from law 
fi rm Mossack Fonseca.

HBOS audit scrutnised
The Financial Reporting 
Council (FRC) has agreed to 
investigate KPMG’s audit of the 

failed HBOS bank, following 
pressure from the House of 
Commons Treasury select 
committee and its chair Andrew 
Tyrie. The fi ndings of the review 
are expected to be published 
later in the spring. FRC chief 
executive Stephen Haddrill 
advised Tyrie in a letter that it 
‘would be pleased to open our 
work on the preparation of the 
proposed full report to scrutiny’ 
by the Treasury committee 
after completion. 

‘End quarterly reporting’
Quarterly reporting promotes 
short-term thinking and 
distracts from a focus on 
productivity, according to 
the Investment Association’s 
Productivity Action Plan. It 
called on listed companies to 

cease issuing quarterly reports 
and to refocus reporting on 
a broader range of strategic 
issues. The plan also called 
on companies to improve 
reporting on culture, human 
capital and in accounting for 
intangible assets and for them 
to improve their articulation of 
capital management strategies 
and reporting of outcomes. 
See also ‘Taking the long 
view’, page 20.

Valeant FD accused
Pharmaceuticals multinational 
Valeant has blamed its former 
CFO for ‘the provision of 
incorrect information to the 
[company’s audit and risk] 
committee and the company’s 
auditors, [which] contributed 
to the misstatement of results’. 

Executive summary

BDO’s Fraud Track Report, which tracks all cases of reported fraud 
from publicly available sources, has found that that the total value 
of reported fraud in the UK in 2015 increased by 110% compared 
with 2014 and is at its highest value since 2011. However, the report, 
which examines reported fraud cases over £50,000 in the UK, found 
that the total number of cases is down by 5.2%.

Total value of fraud more than 
doubles

Average value of fraud

Volume of fraud Financial services 
fraud up 

to £567m in 2015 
from £238m in 2014

Non-corporate 
fraud makes up 

of all fraud per case 
numbers, with 152 
cases reported in 2015

from £1.3m to £2.9m

£720m

5.2%

more 
than 
doubles

£1.5bn

from

to

30% 138%

Source: BDO Fraud Track Report
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Howard Schiller was Valeant 
CFO from December 2011 to 
June 2015 and was interim 
CEO at the beginning of this 
year. In a statement issued 
by his lawyers, Schiller stated 
that he was not involved in any 
improper conduct and refused 
to resign from the company’s 
board. As we went to press 
Valeant was in the process 
of restating the affected 
fi nancial statements. 

Pets at Home backs out
Pets at Home will not proceed 
with its appointment of 
Graeme Jenkins as its new 
CFO. The decision follows 
an EY investigation into the 
accounts of Jenkins’s former 
employer Target Australia, a 
subsidiary of Wesfarmers. Pets 
at Home said the decision not 
to proceed was by ‘mutual 
agreement’. EY’s investigation 
concluded that Target had 
brought forward recognition of 
supplier discounts.

HMRC dumps Aspire 
HMRC is to replace Fujitsu 
and Capgemini as its major 
IT supplier and will wind 
down the £10bn Aspire 
contract, which was due to 
fi nish in June 2017. Instead, 
HMRC will switch to multiple 
suppliers to create more 
fl exibility and control, while 
being less dependent on 
large contractors. Some IT 
services will be brought back 
in-house through the HMRC’s 
new company Revenue and 
Customs Digital Technology 
Services, which has invited 
hundreds of Fujitsu and 
Capgemini employees to 
join. One of the objectives 
of the change in systems is 
to move away from batch 
processing to real-time 
information processing. (See 
also ‘Thin end of the wedge?’, 
page 58.)

Stagecoach loses case
A tax tribunal has ruled as 
illegal a tax avoidance scheme 
used by Stagecoach in order 

to cut its tax bill by £11m. 
The company was being 
advised by KPMG at the time. 
Under the scheme, funds 
were moved between group 
companies to create losses 
in some companies without 
creating corresponding gains 
in other group companies. 
HMRC’s director general 
of business tax, Jim Harra, 
said: ‘This was clear tax 
avoidance. It was an attempt 
to manufacture losses to deny 
the public purse the tax due. 
We will challenge any attempt 
to abuse the rules to avoid 
paying what is owed.’

Scholar joins Treasury
The prime minister’s adviser 
on European and global 
issues, Tom Scholar, has 
been appointed as the 
new permanent secretary 
to the Treasury. He was 
principal private secretary 
to Gordon Brown when he 

was chancellor, as well as the 
UK’s executive director at 
the International Monetary 
Fund and the World Bank, 
chief of staff at 10 Downing 
Street under Brown and the 
Treasury’s director general for 
fi nancial services. He replaces 
Sir Nick Macpherson.

SMEs have funding gap
There is a mismatch between 
SMEs’ £1bn funding shortage 
and £126bn in untapped 
private investment, according 
to research from IW Capital. 
A third of investors with more 
than £100,000 available would 
be willing to support SMEs but 
lack the knowledge to make 
the investments. Of those 
who intend to invest between 
£100,001 and £250,000, 64% 
would consider using the 
Enterprise Investment Scheme, 
but only 9% of UK investors 
are confi dent in their capacity 
to invest in SMEs. 

LEPs lack accountability
Local enterprise partnerships 
(LEPs) have grown in role, 
remit and budgets since 
2010, but weak accountability 
structures create risks for 
achieving value for money, 
believes the National Audit 
Offi ce. LEPs are private 
sector-led bodies in charge of 
local economic development 
planning and are leading the 
government’s programme 
of Growth Deals. ‘The 
Department [of Communities 
and Local Government] needs 
to do more to assure itself that 
the mechanisms it is relying 
on [to] ensure value for money 
are, in fact, effective,’ said 
Amyas Morse, head of the 
National Audit Offi ce.

Consolidation continues
MHA MacIntyre Hudson has 
merged with Birmingham 
fi rm Shoesmiths, less than a 
year after the former merged 
with Bloomer Heaven and 
combined with MHA Reid 
Williams. Scott-Moncrieff has 
merged with Edinburgh-based 
fi rm Ogilvie & Company, just 
over a year after it acquired 
the Inverness fi rm Callander 
Colgan. South-west England 
fi rm Francis Clark has joined 
the PKF International network, 
and Thames Valley fi rm Shaw 
Gibbs has joined the DFK 
International network. ■

Compiled by Paul Gosling, 
journalist

Accountants look to outside help 

Rising demand from clients for fi nancial advice 
is driving more accountants to look for expertise 
from outside their practice, according to a survey 
conducted for Bower Private Clients. Some 
36% of accountants experienced an increase in 
demand for advice about personal fi nance from 
clients in the past year, but 31% say they are 
worried that some of their advice goes beyond 
their core knowledge. Almost half expect to work 
more closely with independent fi nancial advisers 
over the next year, in particular in relation to 
inheritance planning and changing pension rules.

New rules for large companies

Large companies will have to publish annual tax strategies 
under guidance issued by HMRC. The requirement will 
be in place for the fi rst fi nancial year after the Finance Bill 
implementing the Budget is enacted. The rules will apply 
to companies administered by HMRC’s large business 
directorate and have customer relationship managers. 
Partnerships will also be covered where their turnover is 
over £200m, or their balance sheet totals exceed £2bn. The 
Treasury also announced that large companies consistently 
adopting aggressive tax avoidance strategies are at risk of 
being put into special measures, involving close monitoring.
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‘The international 
games are big 

events with 
high levels of 

investment, so we 
need to be sure 
we understand 
our exposures’
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Game changer
NFL International finance director Scott Barwick FCCA is riding the wave of popularity 
being enjoyed by American football as he helps expand the sport beyond its native shores

challenges for Barwick and the finance team. ‘Mexico is a great 
example of why I love my job,’ he says. ‘We had been talking 
about the possibility of a Mexico game for a couple of years and 
then all of a sudden it became a reality.

‘What we needed to do on the finance side was to build a tax 
infrastructure that gave the commercial team in Mexico certainty 
in their decision-making. The international games are big events 
with high levels of investment, so we need to be sure that we 
fully understand our exposure to withholding taxes, VAT and tax 
residency issues. It is a really interesting challenge made easier 
by our experiences in the UK,’ says Barwick.

Moving up the league
Barwick’s first job at the NFL was as financial controller of the 
London Monarchs, an American football team competing in the 
European league. ‘We were responsible for running games at the 
grounds of Tottenham Hotspur and Chelsea football clubs. We 
also housed the 70-strong team of players and staff at the Crystal 
Palace National Sports Centre for 10 weeks. This role taught me 
the importance of communicating with different departments 
to ensure that the finance team were able to put in place the 
necessary controls over expenditure and cash.’ 

The controls didn’t always work. Barwick recalls the players 
buying a cheap telephone handset, plugging it into the hotel fax 
line and then taking it in turns to call home to the US, racking up 
thousands of pounds in call charges over the 10 weeks.

He then moved into the role of finance director for NFL 
Europe, which gave him responsibility over a group of » 

The US National Football League (NFL)’s Super Bowl 
is among the biggest sporting events in the world; 
in the US alone 170 million viewers tuned in to see 

the Denver Broncos beat the Carolina Panthers earlier this 
year in the 50th championship game. The razzmatazz has 
also extended over the years to the pre-game and half-time 
entertainment. This year Lady Gaga sang the national anthem 
and Coldplay entertained the fans at half time.

Unsurprisingly, commercial revenues for the event are massive. 
It costs US$5m to place a 30-second advert during the event. The 
costs are understandable when you consider that nine of the top 
10 highest-rated TV shows ever are broadcasts of Super Bowls.

Self-confessed sports fan and NFL International finance 
director Scott Barwick is charged with ensuring that the NFL is in a 
position to transplant its phenomenal popularity in the US to other 
parts of the globe. A clue to the markets that the NFL currently 
sees as priorities can be found in the location of its overseas 
offices – the UK, Canada, Mexico and China.

‘NFL International is responsible for all of the NFL’s business 
outside of the US,’ says Barwick. ‘It is one organisation across the 
four locations.’

During the 1980s, American football enjoyed unprecedented 
success in the UK, largely thanks to Channel 4, which was the first 
channel to broadcast NFL games on terrestrial television. Like 
many people growing up in the UK during the 1980s, 47-year-old 
Barwick became hooked on American football through the TV 
coverage at a time when Americana was all the rage in Britain.

The UK is now seen as a key market to increase the popularity 
and revenues of the sport overseas. London’s Wembley Stadium 
has hosted sell-out NFL games since the Miami Dolphins met the 
New York Giants there in 2007. The popularity of the sport has 
seen the number of games played at the stadium rise to three 
per year in 2014 and 2015, and the NFL has now struck a five-year 
deal with Wembley that will see two games played in the stadium 
each year until 2020. 

The NFL has also sealed a deal to play three games over the 
next three years at the home of rugby union, Twickenham, and 
has already sold 40,000 season tickets across the 2016 games. 
‘We are very pleased with the fans’ positive response to playing 
at Twickenham and also that they have embraced the NFL playing 
games across two stadiums, as this is going to be the norm for us. 
So 2016 will be an important year for the UK office. We need to 
ensure that our staff have the appropriate support and resources 
to successfully execute the events. It is a big challenge.’

In Mexico, the NFL has agreed a deal to play three overseas 
matches starting this autumn, which has brought a different set of 

2009 
Finance director of NFL International 

2006 
Finance director of NFL UK 

1998 
Finance director of NFL Europe

1996 
Financial controller of London Monarchs 

1996
Attained the ACCA Qualification while at Oxford-based 
accountancy practice Edmund Gibbs
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planning and analysis, tax and so on. This is a great help when it 
comes to projects like the Mexico game,’ he says.

Barwick (who was also finance director of NFL UK before 
taking on his current role) is part of small team based in the 
London office, which includes the international financial controller, 
a management accountant for the London games and a trainee 
who looks after the UK office bookkeeping. The business also has 
an accountant in each of the other territories – Canada, China 
and Mexico – plus a share of one of the heads in the New York 
controller’s office.

 The London-based team has been together for two years. 
It manages the territory offices and the relationships with the 
New York finance team, and also services the needs of the 
international commercial teams.

‘All of the team members have slightly different skillsets, 
which means that we complement each other well. That’s 
important because we need a broad knowledge base, including 
audit, management accounting, Excel modelling, systems and so 
on, to help us manage the growing business,’ says Barwick.

‘I’m only able to be successful in my role if I have a strong 
team that is well respected across the business. Part of my 
role is to ensure that my team is well supported and that each 

companies and also exposure to an international business 
landscape. ‘I was able to gain a lot of experience in both these 
areas, which allowed me to be effective in my current role. 
Gaining international exposure is something that can place 
you in a strong position for future roles. We often look for 
international experience when we hire,’ he says.

Barwick adds that the NFL and many US companies attach  
great importance to education and training, and the ACCA 
Qualification is one of those they look for, along with MBAs and 
the legal exams. ‘The ACCA training, both through the exams 
and work experience, provides you with a really sound basis to 
approach problems and for decision-making. From there you can 
build up your industry-specific skills.’

Team tactics
As a standalone operation NFL International has revenues of 
US$300m a year and is primarily a media business, but it also 
drives revenue from live games and intellectual property, such as 
licensing and sponsorship. 

‘The international finance team is an extension of the US 
finance team, allowing us the benefit of being able to tap into 
US resources, including the financial controller’s office, financial 

14 Focus | Interview

Accounting and Business 05/2016

UK_F_NFL.indd   14 11/04/2016   14:56



Basics Tips

new fans can find us. What we are doing here hasn’t been 
done before, so it is difficult to define the pathway we are 
taking,’ Barwick says.

As a result, a big part of the company focus is on digital and 
social media. Last year, the Jacksonville Jaguars versus Buffalo Bills 
game was the first to be streamed globally by Yahoo. And only last 
month, in a deal worth a reported US$10m, NFL sold Twitter the 
digital rights to stream NFL games on Thursday nights – free to 
view – which seems a canny brand tie-in given the amount of noise 
on Twitter during the games. Creating more digital content and 
driving that content through social media networks is essential to 
the business, as more fans are accessing sport that way.

There has also been much speculation as to whether a US 
franchise will make a permanent move to the UK, with the 
Jacksonville Jaguars often linked to London. ‘Our job is to build 
up the UK market so that it is attractive for an owner, should 
they decide to relocate here. The recent success in the UK has 
opened the door to the possibility of a franchise, but there are 
many other important factors to consider: scheduling of games, 
team travel and logistics, player taxation – the list is long. A 
new franchise would only be successful if it could compete on 
the field of play and have an equal chance of winning the Super 
Bowl. That said, it’s only nine years ago that we were planning 
the first game in Wembley.’

However, one idea that remains a bridge too far is the idea 
of hosting a Super Bowl outside the US. ‘It is a natural question. 
I have no doubt that the UK fans would make it a great success, 
but you have to remember the Super Bowl is such an important 
event in the US. Giving that up is possibly a step too far.’

No doubt British fans will continue to enjoy the razzmatazz 
and glamour of the event on their screens, and they can comfort 
themselves with the knowledge that a growing number of 
matches will be played in London. ■

Alex Miller, journalist

member is able to develop their role within the business.’ 
Barwick reports to the NFL’s head of operations in the US 

and spends much of his time working with the commercial 
side of the business. The NFL parent company is owned 
by the 32 partners – the franchises – and is in an enviable 
position compared to other sports, as all revenues from media, 
sponsorship and licensing are shared. ‘The revenues from 
across the business are shared under the collective bargaining 
agreement,’ explains Barwick. ‘A percentage of the shared 
revenue is then allocated to a salary cap, giving each team the 
same amount of money to spend on players. This creates a 
financial parity that translates to the field of play. Teams are able 
to compete on a level playing field, resulting in nine different 
Super Bowl winners in the last 10 years.’

Broadening the field
While the NFL International business has grown year on 
year since its inception in 2008, the next five years will be a 
pivotal period. ‘In my in-tray is a newly submitted five-year plan. 
It is all about growth and development into new territories. 
Germany is interesting, and there are plenty of things we want to 
do in China. We are also looking to scale up our activity in many 
markets. Mexico is a microcosm of what we want to achieve. 

‘The five-year plan is about growth,’ Barwick continues. ‘Our 
international business model starts with growing fans. We want to 
deepen our engagement with them in order to add value to the 
league and the 32 clubs. How do we do this? Individuals become 
fans of an NFL team for different reasons. They may have a friend 
that supports a team; they may go on holiday to an NFL city or 
become a fan of the Super Bowl winners. 

‘Younger fans now consume entertainment differently; 
my daughters spend most of their viewing time on the 
internet or YouTube and rarely watch TV. For a media-driven 
sports business, it is important for us to be ahead of how 
fans digest media so that we can place our products where 

1,858
NFL employees

US$22m
Highest annual player salary – Aaron 
Rodgers, Green Bay Packers 

US$7.4bn
Average annual revenue shared by the 32 NFL franchises

US$12bn
NFL revenues (2014–15)

US$1bn 
NFL profit (2014–15)

Sources: Various

* ‘No one achieves anything without 
a strong team. Ensure that the 
development of your team and 
the individuals within it is one of 
your key priorities. We look at our 
team in the same way the football 
teams do – it’s about teamwork, 
people and respect. We bring that in-house.’

* ‘Know your numbers and what the key drivers of 
those numbers are.’

* ‘You must be able to tell a story of where the 
business is today and where it is going. It’s important 
to know what risks and opportunities exist across 
your business. Encourage staff and have an always-
open-door policy.’
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Big Four seem to be fast reaching this point again. Over recent 
years, the firms have been two-speed businesses, with slow 
growth in audit but runaway acceleration in consulting. 

The stagnation in audit revenues is attributable to a couple 
of factors. Fiona Czerniawska, managing director of research firm 
Source Information Services, says: ‘The Big Four have already 
locked up a dominant audit market share, so growth is very slow 
and volumes do not change very much.’

Only two of the FTSE 100 companies are not already audited 
by a Big Four firm: Sports Direct, which stuck with its mid-sized 
auditor Grant Thornton after being elevated to the index in 2013; 
and Randgold Resources, which has used BDO since 2007. This 
dominance is also global. As of the end of 2014, the Big Four 
audited 95% of the world’s 500 largest companies. 

The rapid growth of new business is normally a cause 
for unrestrained celebration, but soaring consulting 
revenues are a reason for concern at the Big Four. 

‘We have been down this road before and it is fraught with 
tensions,’ says Jim Peterson, who was in-house legal counsel for 
Arthur Andersen for 18 years and the author of Count Down: The 
Past, Present and Uncertain Future of the Big Four Accounting 
Firms. ‘The surge in consulting or advisory services in the 1990s 
was a bugbear for regulators, who feared it would conflict with 
the crucial role these firms play in validating corporate accounts. 
It also led to ruptures within the major professional services firms 
as two distinct cultures clashed.’ 

In the early 2000s, the consulting units at the large 
professional services firms were either sold off or split out. The 

With audit business providing lower returns and consulting fees rising 
exponentially, the problem of independence at the Big Four is rearing its 
head again. How to balance audit’s limited fare with advisory’s plenty?

Big Four balance?
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The mandatory rotation of auditors imposed by regulators 
around the world (including an EU-wide regulation) to prevent 
too cosy a relationship developing between a business and 
its auditor is setting a further challenge to revenue growth. 
Rotation puts pressure on audit firms to reduce fees, the bidding 
process is costly, and auditing a company for the first time is 
more resource-intensive than working again for a familiar client. 
However, the increasing automation of the audit itself, such as 
the use of data analytics, is reducing costs and should help offset 
some of the fee pressure (see AB February 2015). 

The contrast with the fortunes of the consulting business 
could scarcely be starker. ‘The public importance of auditing is 
still as crucial as it ever was,’ says Stella Fearnley, professor of 
accounting at Bournemouth University. ‘But recently, consulting 

has become a more exciting business by far.’ After a decade of 
frantic growth, revenues from advisory are now larger than for 
auditing for all the Big Four UK firms. In the 10 years to end-2014, 
for example, advisory revenue at EY increased by 225% from 
£0.3bn to £0.9bn, according to Source. Over the same period, 
audit, which represented a higher share of revenue in 2004 with 
£0.4bn, expanded by a more modest 46%. Advisory revenues are 
up by 188% at PwC, and 205% at both KPMG and Deloitte. The 
same pattern can be seen in other main markets. 

Technology the driver
So what is behind this growth? The economic bounce-back of 
many rich nations in the years after the 2008 financial crisis is only 
part of the answer, says Czerniawska. ‘The key driver has been »  
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improvements in technology and a 
determination by companies to make 
best use of them,’ she says. ‘Globally, 
45% of the growth in consulting in 
2014 came from digital transformation, 
helping companies change the way 
they work in response to these new 
technological capabilities.’ 

From traditional retailers expanding 
their online offerings, to financial 
technology businesses challenging 
other financial services providers to 
change the way they operate, to the 
increasing digitisation of government 
services, it seems that everyone needs 
help with digital. 

This environment is creating such an 
abundance of opportunities that most 
consultancies are growing. ‘There is enough food for everybody 
to eat here,’ says Czerniawska. Yet the advisory operations of 
the Big Four have been doing even better recently than the 
independent consulting firms, she says. ‘This is partly because 
of the high rates of growth in demand from the financial services 
businesses – a sector in which they have traditionally had a 
strong position.’ 

The banks have required more help to cope with intensifying 
and changing financial regulation. They have needed advice 
not only on the implications of the shifting rules, but also on 
changing their systems to ensure they are compliant and calculate 
appropriate compensation when they have made mistakes. The 
fact that the Big Four have audited these financial entities has 
given them a bridgehead to sell this kind of service.

In response to this surge in demand, the Big Four have been 
buying up a range of consultancies with different specialities, as 
well as developing their own internally. Some have been really 
big deals: in 2013 the purchase of Booz added 3,000 staff in 57 
countries to PwC’s offering, renamed Strategy&. ‘This kind of 
large deal has been the tip of the iceberg,’ says Czerniawska. 
‘They are trying to be strong across the board in consultancy, 
from IT to strategy.’

Yet the landgrab has also revived old controversies. ‘We 
are slipping back,’ said Arthur Levitt, the former chair of the 
Securities and Exchange Commission, in response to the PwC 
deal. ‘As the accounting profession becomes more committed to 
consulting, their audit activities have got to be questioned.’

Internal and external pressures
Peterson believes that pressures will come from regulators and 
the firms themselves. ‘Through the 1990s we saw increasing 
concern among regulators that fast-growing consulting abridged 
the notion of an independent audit,’ he says. ‘Whether this was 
right or wrong, there was a sense that selling advisory services to 
companies would make it harder for accountancy firms to assure 
the integrity of corporate accounts.’ That led politicians and 
regulators to restrict the operations of professional services firms. 

Such limitations exacerbated 
internal tensions that had been 
building within the firms. ‘In Arthur 
Andersen, which was one of the 
trailblazers in developing its advisory 
businesses, internal tensions led to a 
breakdown of the model. There were 
escalating conflicts over compensation, 
since consulting partners could often 
end up bringing in more money and 
wanted that to be reflected in their 
pay,’ says Peterson. 

As profits surged in advisory, Arthur 
Andersen consultants increasingly 
resented the need to make transfer 
payments to the accounting business. 
The International Chamber of 
Commerce was brought in to arbitrate 

and ultimately granted Andersen Consulting its independence in 
2000. But the consulting business was prohibited from using the 
Andersen name and required to pay US$1.2bn in past payments. 
The independent advisory operation became Accenture, now 
the world’s largest IT and services consulting business. As of early 
April 2016 the company had a market capitalisation of US$75bn. 

The split was accompanied by similar moves in other major 
rivals. Ernst & Young, now EY, sold its consulting service to 
CapGemini in 2000. PwC Consulting was spun off in 2002 
and later absorbed into IBM for a sale price of US$3.9bn. At 
KPMG, the consulting business was split out in 2000 and listed 
independently in 2001, changing its name to BearingPoint. The 
exception was Deloitte, whose far smaller consulting practice 
was not seen as viable at the time. 

‘The question is whether this will happen again,’ says 
Peterson, ‘or whether the businesses will be able to remain 
cohesive and work together.’

Despite these potential tensions, there are still advantages 
for the Big Four in continuing with both business lines. ‘It would 
be a natural instinct for chief executives at these firms to ask 
what is the point of holding a nearly zero-growth business,’ 
says Czerniawska. ‘Still, the answer is not so obvious. After the 
Enron collapse, audit margins expanded sharply, and advisory is 
vulnerable during economic downturns.’ We can’t eliminate the 
chance that this will happen again, she adds. Audit can provide 
some protection against cyclicality. 

But in the event that the firms do divide, it may well be the 
audit functions that will be spun off this time. ■

Fernando Florez, journalist

‘As the accounting 
profession 

becomes more 
committed to 

consulting, their 
audit activities 
have got to be 

questioned’

Conflict resolution

See also comment on the provision of audit versus 
non-audit services at bit.ly/AuditvsNonAudit
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Taking the long view
Is quarterly reporting really a problem and does the Democratic frontrunner for the 
US presidential election, Hillary Clinton, have the right solutions?

proposals may end up doing as much harm as 
good. ‘Trying to cajole people into thinking long 
term through government regulation is not easy,’ 
says Mark Calabria, a fellow of the Cato Institute 
in Washington DC and a former Congressional 
aide. ‘You can always expect unintended 
consequences.’ 

Opponents of quarterly capitalism can 
marshal some impressive evidence to support 
their case. US investment is at its lowest level 
since 1947, while British companies now 
distribute about 70% of profits to shareholders, 

compared with just 10% in the 1970s – leaving far less over for 
spending on innovation and productivity enhancements. 

Marshmallow now
‘At its simplest level, companies appear to be opting to eat 
their marshmallow now rather than getting two later,’ says 
Gary Hewitt, head of corporate governance at consultancy 
Sustainalytics – a reference to the 1960s experiment that offered 
children a greater reward for delaying gratification. 

Hillary Clinton, the Democratic 
frontrunner for the presidential 
nomination, is the latest high-

profile figure to set her sights on ‘quarterly 
capitalism’. Along with the likes of the Prince 
of Wales, former US vice president Al Gore 
and the Bank of England chief economist 
Andrew Haldane, the former senator believes 
that an obsession with short-term financial 
results is causing investors and companies to 
neglect longer-term projects, research and 
development, and even their staff and the 
environment. She has laid out a plan that she hopes will shift 
the attention of companies beyond the next quarterly release. 

The most recent, and unlikely, convert is the UK’s Investment 
Association, whose members manage £5.5 trillion in assets and 
might therefore be expected to want updates from companies 
as often as possible. In March 2016, the association called 
for an end to quarterly reporting, arguing this would benefit 
productivity. But some policy experts believe the case against 
short-termism is not quite so clear cut, and that some of Clinton’s 

▲ Tax perk
Hillary Clinton wants 
investors who hold assets 
for longer to benefit from a 
lower capital gains tax

► Wider vision
The Prince of Wales says 
that environmentally 
aware companies deliver 
long-term returns
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‘Corporate chiefs 
can get a real 

thumping from 
the market if they 

miss earnings by 
a few cents’

There are also some indications that 
the pressure to hit quarterly earnings 
targets contributes to the problem. A 
McKinsey survey of 400 CFOs found 
that 55% would turn down a profitable 
long-term project if this would cause 
the company to fall short of its quarterly 
estimates by even a modest margin. 

‘Corporate chiefs can get a real 
thumping from the market if they 
miss earnings by a few cents, so it is 
not surprising they are very eager to 
avoid this,’ says Alex Pollock, a fellow 
at R Street Institute, a Washington 
thinktank. ‘And share prices suffer even 
more if companies get a reputation 
for erratic earnings. By contrast, a 
reputation for increasing dividends and 
buybacks is highly prized.’ 

In data compiled by Barclays, companies that used the 
highest share of their cash on capital projects suffered weaker 
stock market performance than those who prioritised buybacks 
and dividends. That may be because investors seldom consider 
themselves long-term owners of a company. The average 
holding period for shares in the US and UK has plunged from 
six years in 1950 to under six months today. 

Clinton has singled out activist shareholders for particular 
criticism, alleging that many seek to pressure companies to hand 
out cash at the expense of multi-year projects. Private companies, 
by contrast, appear to be more forward-looking; research by 
John Asker, Joan Farre-Mensa and Alexander Ljungqvist found 
that private firms, shielded from the short-termism of stock 
investors, invested at a far higher rate than their publicly traded 
counterparts. Meanwhile, the Prince of Wales – who set up 
Accounting for Sustainability in 2004 – has pointed to ‘mounting 
evidence from the likes of Harvard and London business 
schools that those companies that improve the way they tackle 
environmental and social challenges prove to be the ones that 
deliver long-term returns – so you can have your cake and eat it’. 

There are naysayers, however. Calabria believes that criticism 
of quarterly capitalism – while not totally without merit – is 
overblown. ‘It is sometimes hard to reconcile the idea that 
companies are skimping on investment with the evidence that 
we are in the midst of an accelerating technological revolution. 
Can we simultaneously be afraid that companies are not looking 
to the future, and that more and more jobs are being displaced 
by robots and artificial intelligence? 

‘Also, can we really say that CEOs don’t care about the 
environment? Most companies have corporate responsibility 
programmes, which they are keen to talk about. That doesn’t 
suggest that CEOs are quite the myopic monsters they are 
sometimes painted to be. CEOs talk a huge amount about the 
planet; all the CEOs at Davos seem very keen on saving the 
planet.’ Ever more companies are adopting triple bottom-line 
reporting and initiatives to reduce greenhouse gas emissions. 

But even such sceptics would 
admit that the increasing myopia 
of many companies and investors 
can have harmful effects. The next 
question is whether government 
policy – including the plans proposed 
by Clinton – can help. Her plans 
consist of several elements. First, 
investors would be rewarded with a 
lower capital gains tax for holding 
assets for longer and penalised 
for selling early – accentuating an 
existing trait of the US tax code. She 
has promised a ‘full review’ into the 
regulation of shareholder activism, 
hinting at a clampdown. Second, 
she would force US companies to 
disclose share buybacks within a day, 

rather than in the following quarter as at present, in order to 
discourage their overuse. Finally, Clinton would like to see a 
reform of executive compensation to ‘better align the interests 
of executives with the long-term value of their companies’. 

Fan base
The scheme has many fans, but detractors highlight drawbacks. 
Professor Phillip Swagel at the University of Maryland, a former 
Treasury official in the administration of George W Bush, has 
pointed out that stigmatising short-term investors can be unfair. 
‘The market needs both short- and long-term investors,’ he 
argues. Short-term traders play an important role in adding 
liquidity, helping to ensure that other investors can buy » 
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‘But policymakers have never really 
achieved the effects they desired. I’m 
not sure Hillary Clinton would succeed 
where others have failed.’ 

Such criticism of Clinton’s plan 
illustrates how intractable the problem 
may be. ‘Other solutions don’t look 
much more promising,’ says Hewitt. 
One way to combat short-termism is 
to adjust governance rules to reward 
longer-term investors or founders. 
Google is a role model for this 
approach – the share structure gives 
the company founders super voting 
rights, enabling them to control the firm 
without a majority economic interest. 
Proponents argue this is why Google 
is able to invest in such visionary long-
term projects, such as self-driving cars. 

Similarly, the French government 
has championed rules that give double 
voting rights to long-term investors. 
‘The trouble with such ideas is that 
anything that helps insulate companies 

from investor pressure for excessive dividends can also protect 
them from being held accountable for poor business decisions or 
extracting excessive compensation,’ says Hewitt. 

With Clinton looking like the frontrunner for the Democratic 
nomination, quarterly capitalism is likely to get an increasing 
amount of air time. What remains more doubtful is that Clinton, 
if elected, would have much success in combating short-termism. 
‘It’s hard enough to delay gratification yourself,’ says Hewitt. 
‘Trying to convince investors to be patient is even tougher.’ ■

Christopher Fitzgerald and Fernando Florez, journalists

and sell swiftly and at lower costs. In 
addition, investors can have legitimate 
reasons for not holding a stock for 
many years. They may discover that the 
company is being poorly run, or they 
may simply need the money to fix a 
leaking roof. ‘Is it really a good idea to 
try to lock in investors to an equity if it 
emerges that the company’s strategy is 
flawed?’ asks Pollock. 

Clinton has not fully laid out a plan 
to curb shareholder activism, but some 
policy experts argue that any limitations 
would be counterproductive. ‘It is true 
there are cases when activists attempt 
to restrict investment in favour of higher 
dividends,’ says Hewitt. ‘Still, these 
cases are rare. More often companies 
are hoarding cash on their balance 
sheet that they are not investing – 
which was the complaint that legendary 
activist Carl Icahn levelled against 
Apple – or that they have assets that 
don’t fit well within their business and 
would be more valuable with another owner.’ Share buybacks are 
popular with shareholders, boosting earnings per share, so it is 
unclear how more rapid disclosure would discourage them. 

On chief executive pay, there are many proponents of reform. 
Hewitt agrees that longer-term performance targets – three 
to five years rather than annual – could improve incentives to 
take the long view. Companies such as Exxon Mobil grant stock 
awards to their CEOs that come with long vesting periods. Even 
here, however, Calabria questions the ability of the government 
to enact change. ‘The US has tried tinkering with the tax code and 
disclosure rules to improve the system of executive pay,’ he says. 

‘Is it really a good 
idea to try to 

lock in investors 
to an equity if 

it emerges that 
the company’s 

strategy is 
flawed?’

▲ Different approaches
Apple has been accused of hoarding 
uninvested cash on its balance sheet, while 
Google’s share structure enables company 
founders to take control of the firm
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A generation of noise 
Change isn’t easy, particularly with pensions – the sole source of income for many people 
– so expect to hear the loud outrage of the baby boomers, says Jane Fuller

Any company will tell you that 
transitions are difficult. In a project 
to cut legacy costs, management will 
set out the savings to be achieved in, 
say, three years’ time and how much it 
will cost to get there. The hard part is 
executing the plan. 

Multiply that by 10 and you have the 
challenge facing government of tackling 
the cost of an ageing population. The 
UK has embarked on reforms to both the 
state pension and private saving that will 
take a generation to play out, coinciding 
with the bulge in retiring baby boomers. 

Meanwhile, there is much noise – most 
recently on the rise in women’s state 
pension age to 65 and the new ‘single-
tier’ pension, running alongside various 
legacy tiers. These are classic transition 
problems. Increasing the state pension 
age not only makes sense but should 
be accelerated. Yet how rational will the 
recently launched review, led by John 
Cridland, be allowed to be?

The rationale for the single-tier 
pension is to lift pensioners off means-
tested income support – hence the 
£155.65 weekly rate – and provide a 
platform on which private savings can be 
built. During the transition there will be 
winners and losers among new retirees. 
By the 2040s, though, the swings and 
roundabouts will actually move in the 
Exchequer’s favour.

These changes alone are a big deal. 
Add to them the thorny issue of tax relief 
for private pension saving, with most 
benefits going to higher-rate taxpayers, 
and the scene is set for much more 
noise. A Treasury consultation paper 
– Strengthening the incentive to save: 
a consultation on pensions tax relief – 
created the expectation that big changes 
would be announced in the March 
Budget, especially as the chancellor is 
trying to eliminate the fiscal deficit. In 
the event, the under-40s will have a new 
incentive to save via a Lifetime ISA (with 
the forecast cost easily outweighed by 
savings in public sector pensions).

This is small change, however. Much 
more significant are the annual savings 

already in train. These include £6bn a 
year from cutting tax-free allowances 
for annual pension contributions and 
lifetime fund size; £5.5bn from ending 
the contracting-out of some national 
insurance contributions (NICs) by defined 
benefit schemes; and £5bn from raising 
the state pension age for all to 66 by 2020.

A couple more billion will be saved 
as the benefits paid to pensioners come 
down. And, by the way, the number of 
pensioners paying income tax has risen 
from 4.9 million to 5.75 million since 
2010/11. In 2014/15 they paid £13bn tax 
on their private pensions.

So, even without restricting tax relief 
on pension contributions to 20% or 
removing the employers’ exemption 
from NICs, a big dent will be made in the 
£48bn of income tax and NICs forgone in 

2014/15 – this gives time for changes to 
be thought through, alongside work to 
better align the two levies.

At the state spending level, the review 
of the state pension age should kill off 
the unsustainable policy principle that we 
can expect to spend a third of our adult 
life receiving a state pension. Instead of 
the ‘triple lock’ promise of perennial state 
pension rises, a target should be set for 
the single-tier payment, such as 60% of 
the national living wage.

All these moving parts would benefit 
from a drive towards simplification, as 
has started with the Byzantine NICs 
regime. Pensioner-specific benefits, such 
as the winter fuel allowance, should be 
phased out. But no matter how sensible 
the proposals, there is no antidote to the 
transitional noise. ■

Jane Fuller is a fellow of 
CFA UK and pensions fellow 

at the Centre for the Study of 
Financial Innovation
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The fight for audit’s soul
Is audit a growth driver or a rubber-stamper? Does it need radically reforming or merely 
fine-tuning? Business opinion on these matters is often contradictory, says Robert Bruce

Despite all the efforts to turn the idea 
of auditing into something dynamic, 
exciting and radical, the project seems 
doomed to failure. 

Researchers all around the world 
have been beavering away to try and 
find out why. ACCA, in partnership with 
accountancy firm Grant Thornton, has 
published the insights from a series of 
roundtables in seven countries on the 
future of audit. And the Financial Reporting 
Council (FRC) has published two studies 
it commissioned, along with ICAS, into 
the skills that will be required in the 
audit of the future, and how capable and 
competent auditors were perceived to be 
around the global business world. 

The results of all this effort are 
sometimes perplexing. For one thing, 
the ACCA/GT report found that audit 

was valued far more highly in countries 
where it was seen as still developing 
than in countries where it has been 
long established. In the FRC research, 
auditing was seen as having lost its lustre 
as a destination career. The diminishing 
importance of audit as a proportion of 
major accountancy firms’ revenues means 
‘the skills and attributes associated with 
quality auditing become less identifiable 
as defining characteristics 
of the firms’ (see ‘Big 
Four balance’, page 16).

There is a clear divide. 
As the ACCA report 
says: ‘In countries where 
audit is less developed 
the view is clear: audit 
is an enabler of growth. 
It underpins market 

confidence, reduces the cost of capital 
and transaction costs, boosts capital 
flows and serves as a cornerstone for the 
business environment.’ In developed 
countries, on the other hand: ‘Audit 
is seen as a critical bedrock for larger 
companies, but with little additional value 
other than confirmation of what is already 
understood about a business.’ In the latter 
environment the question is whether the 
audit report is useful and, if not, whether it 
should be scrapped or replaced.

Even when the roundtables turned to 
real-time reporting, sharp disagreements 
emerged. In Brussels, one comment was: 
‘Boards are now asking for more real-time 
information that has a level of assurance 
built-in.’ But one of the comments in 
Singapore was: ‘Real-time information 
risks short-term decision-making and 
ignoring long-term value creation.’

Corralled by compliance
Meanwhile the FRC research suggests 
that regulators’ efforts to drive up audit 
quality have made things worse, creating 
‘a highly regulated audit environment’. 
That may sound like a good and secure 
objective, but the research found: 
‘Auditors were of the opinion that their 
response was compliance behaviour, as 
their firms became more risk averse.’ This 
in turn had spawned two types of audit: 
compliance and assurance-driven. The first 
concentrates on ticking the right boxes, 
and the second expresses an opinion. 

The same went for how current 
regulatory trends simply produce stacks 
of dense documentation. One participant 
complained about the ‘fixation of the 
regulator on documentation’. And that 
again did not enhance the prospects 

of attracting bright folk 
into auditing. ‘Regulation 
makes the job much more 
boring,’ an audit firm 
partner in the UK pointed 
out, their weariness 
obvious even on the 
printed page.

We are back in the 
territory of unintended 

Robert Bruce is an 
accountancy commentator 

and journalist

Get it?

Auditing is about 
understanding, not 
numbers. Hear Robert 
Bruce at accaglobal.
com/ab/podcasts
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consequences, the perennial location 
of any debate about audit. The ACCA/
GT research concludes: ‘Marginal gains 
in audit quality may not be worth the 
additional effort required to capture them, 
so standard-setters and regulators need to 
articulate the business benefit of changes.’ 
That, as history shows, is very hard to do.

The FRC research pinpoints a shift 
in balance between the auditor and the 
company they are auditing. Some think 
developments in accounting have left the 
auditors behind. ‘The auditor is no longer 
the accounting expert,’ was one comment. 

This perception that experts in the 
company often had greater expertise with 
accounting standards than the auditors 
brought up another concern: the client 

would be better than the auditor in 
arguing any particular case, which could 
in turn put pressure on the auditor’s 
judgment. On the other hand, one 
participant, presumably mindful of the 
traditional characterisation of the auditor 
as an obsessive nerd, said: ‘In a way I 
would argue that too much accounting 
knowledge makes you a worse auditor.’

Bereft of guidance
And that is another aspect of auditing 
that the research confirms. Auditors, 
their clients thought, were still stuck in 
compliance and not producing enough 
advice or what the auditors would call 
value-added. The report puts it like this: 
‘Auditors were criticised for their inability 

to provide guidance to management 
about improvements to their business and 
insights based on industry and cross-
industry trends which could promote 
improvements within businesses.’ 

We are back again to one of the 
longest-running arguments in audit: why 
don’t auditors provide more advice to 
management alongside any strictures 
about compliance? One chunk of the 
research suggests at least part of the 
answer: audit should not be such a prized 
specialism, and audit teams need expertise 
from elsewhere. ‘Instead of audit firms 
training auditors to become specialists, 
firms will also be training specialists to 
become auditors,’ was one suggestion.

You could argue that all these often 
contradictory research findings simply 
make the direction of any future action 
much harder to discern. But that is, in a 
way, the value of such research. When it is 
based on talking, in roundtables or focus 
groups, the views come back as authentic 
concerns and ideas. Whether the culture 
of audit needs to be radically changed or 
just fine-tuned, it is these sorts of insights 
that should be the starting point. ■

For more information:

See ACCA’s The future of audit 
report at bit.ly/Future-Audit

The empty room and the email obsession

A member of one of the discussion groups during the FRC-commissioned 
research process described the current state of affairs as follows: ‘One of the 
pictures… was the audit team in the audit room. And there they were, 11 of them 
round the table with their laptops, and that was their audit. And I said to her, you 
know, when I was doing an audit, that room would have been empty because 
we’d all be out on the floor asking questions, finding out how the business works 
and, you know, looking people in the face and finding out about it. Now, partly 
because they’re worried about the legal repercussions, they email somebody in 
the next room asking them a question to make sure there’s an audit trail so that 
they can email it back again the next day and give them the answer.’
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Bad company
Tax avoidance is undoubtedly an entirely legal practice, but perhaps the big lesson of the 
Panama papers revelations is that it also risks guilt by association, says Peter Williams

Lessons learnt from the so-called 
Panama papers, apparently the biggest 
data leak in history, could be in inverse 
proportion to the amount of information 
unleashed. In other words, very little. 

We learn that criminals like to hide 
their illegally acquired wealth and 
so are grateful for the secrecy that 
offshore financial centres provide. 
And that offshore financial centres can 
help legitimately wealthy individuals in 
minimising the tax they pay. 

A secondary lesson is that we (that 
is, all law-abiding, tax-paying members 
of civil society) think we need better 
transparency and information-sharing 
between governments and regulators to 
catch criminals and their money. 

Some people defend the use of 
legitimate tax planning tools such as 

offshore centres, pointing out that 
tax avoidance is legal and tax evasion 
is illegal. For this group, wealth 
management – ie keeping the tax bill as 
low as legitimately possible – is nothing 
other than common sense. 

Yet lots of people are outraged by 
those who use such tools and techniques; 
the really outraged ones put on Hawaiian 
shirts in chilly April and marched on 
Downing Street to vent their disgust. This 
group has given up on the niceties of the 
distinction between tax avoidance and 
tax evasion and find it much easier to talk 
about people or companies not paying 
their ‘fair share’ of tax. The trouble with 
‘fair share’ is that it’s one of those terms 
that has whatever meaning you would like 
it to have at any moment in time, and is as 
much help in bringing light and sense to 

the debate as that other favourite phrase 
‘aggressive tax avoidance’. 

None of all this constitutes a surprise. 
What is turned up after raking through the 
Panama papers has little bearing on the 
reforms that governments were working 
on before we had all heard of Mossack 
Fonseca. So it was with a delicious sense 
of timing that the European Commission 
issued its latest proposals for tackling 
corporate tax avoidance in Europe days 
after the leaks became headline news. 

The commission’s answer is segmental 
reporting: requiring multinationals to 
publish information on where they make 
their profits and pay their tax in the EU on 
a country-by-country basis. The European 
parliament reckons the EU loses up to 
€70bn a year in avoided corporate tax. 
The commission’s proposals require the 
alignment of tax laws in all 28 countries 
and a recommendation to member 
states on how to prevent tax treaty 
abuse. The commission believes that 
country-by-country reporting will enable 
citizens to scrutinise the tax behaviour of 
multinationals, which will encourage the 
latter to pay tax where they make their 
profit. Will it really? It would be more likely 
to happen only if someone were also to 
nail down the meaning of profit and find a 
way to stop cross-border profit-shifting.

It is probably at this point that the 
accountancy profession comes in. To 
those upset by tax avoidance, finance 
professionals can use their technical 
knowledge, assuaging outrage by 
suggesting how to close loopholes and 
constructing a tax system that effectively 
clamps down on such avoidance. To those 
happy to use whatever avoidance is on 
offer, accountants can help them do that 
but maybe with one caveat. Because 
perhaps the biggest lesson of the Panama 
papers is this: using the same havens and 
instruments as criminal classes will, simply 
by association, tarnish the reputation of 
the legitimate and the bona fide –  and 
those who advise them. But maybe that 
is a lesson for the spin doctor or the 
moral philosopher to teach, rather than 
the accountant. ■

Peter Williams is an 
accountant and journalist
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Trading experiences
The ACCA President’s Debate revealed how the ASEAN Economic Community and the EU 
can learn from each other, and the vital role of the finance profession, says Alexandra Chin

I’ve been thinking recently about 
globalisation and how the profession – 
and especially ACCA members – are so 
adept at working across borders and 
time zones.

When I speak at ACCA member events, 
I am often reminded how connected we 
are as a membership body. The collected 
wisdom we have is truly exceptional. For 
example, an ACCA member in the UK can 
advise an ACCA colleague in Sri Lanka 
about importing and tax issues. A member 
in Singapore can advise on budget issues 
in their market to colleagues around the 
world. We can be a huge support to one 
another, offering insights, advice and wise 
counsel not only to our clients and within 
the businesses where we work, but also to 
each other. I wonder how many of us tap 
into one another’s expertise?

I was reminded of this global 
interconnection recently at an event that 
ACCA hosted in Kuala Lumpur (see also 
page 74). Annually, for the last five years or 
so, ACCA has held its President’s Debates 
in the European Union (EU), shadowing the 
six-monthly term of the EU presidencies 
that rotate around member countries. 
We’ve held events in Athens, Brussels, 
Cyprus, Dublin, London and Warsaw.

We’ve debated – sometimes heatedly 
– numerous issues, such as financial 
stability and financial contagion; diversity, 
inequalities and discrimination in the 
workplace; and, more recently, in the light 
of austerity and financial instability, how to 
strike the right balance between discipline, 
accountability, growth and solidarity.

But for 2016, I wanted to take the 
debate wider. So we decided to hold 
the very first ACCA President’s Debate 
outside the EU, discussing the future of 
the ASEAN Economic Community (AEC) 
and the EU. The fundamental question we 
debated was: ‘Will fitting the EU’s teeth 
give the AEC the bite it is lacking?’

Two European policy experts joined 
us – Dr Steven Everts, senior adviser on 
EU-ASEAN and the Asian Regional Forum 
alternate senior official for the Asia Pacific 
Department, European External Action 
Service; and Dr Fraser Cameron, director 

of the EU-Asia Centre. And it’s because 
ACCA is so well connected that we could 
bring together these experts.

ACCA and I have been following the 
development of the AEC with a keen 
interest. As a global professional body, 
we wanted to understand better the 
similarities and differences between 
these two economic communities. Can 
the AEC learn anything from the years of 
experience of the EU project? Can the EU 
gain insights from the newly formed AEC?

The outcome of the afternoon’s session 
is that yes, lessons can be learned: that 
clear plans need to be adhered to and 
communicated well; that economic 
communities can and do face challenges, 
so the foundations need to be strong; 
that working together towards common 
interests is vital. We also agreed that cross-

fertilisation of ideas and policies is crucial.
So at the opening of the event, 

I asserted that the EU and the AEC 
can indeed learn from each other. All 
attendees agreed that the accountancy 
profession plays a vital role in ensuring 
economic communities thrive and grow.

And this is where our esteemed 
profession comes in. Whether you work as 
a small practitioner, in a Big Four firm or in 
a corporate environment, never forget the 
impact you have on economies, societies 
and therefore the wider public. Good 
economies need good accountants, and 
that’s why I am proud that we as ACCA 
members have an important part to play in 
capacity-building and financial stability. ■

Alexandra Chin runs her own practice in 
Sabah, Malaysia
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Snapshot: real estate

Uncertainty over interest rates, oil 
prices, China, a potential Brexit and 
the US presidency all seem to be 
causing investors to move down the 
risk curve. With bonds and equities 
less appealing, real estate remains 
attractive. Cross-border capital is 
rising, and global prime rents are 
growing, although key cities for 
investment are largely unchanged.

With banks more cautious about 
lending for speculative development 
post-2008, supply remains an issue 
and drives up rents and asset prices. 
Hence some investors are looking 
to alternative asset classes, such as 
student accommodation, the private 
rental sector, health, redevelopment 
and infrastructure. There is also some 
evidence of defensive strategies. 

On the regulatory front, funds 
must adapt to new global standards 
aimed at tackling tax avoidance, 
and the lease accounting standard 
(IFRS 16) will affect landlords.

Firms must also respond to 
customers increasingly infl uenced 
by a property’s technology offering, 
as well as their own needs for 
increased cybersecurity and 
modern IT infrastructure. The sector 
also has to adapt to generational 
shifts, as millennials bring different 
priorities – for more multi-family 
properties, retail units integrated 
with entertainment or, again, 
greater use of technology. So 
technology skills and sound sector 
knowledge are prerequisites.

Andy Pyle, head of real estate, 
KPMG UK      

The view from

My career started in practice in 
Oxford, but I made an early switch 
to the corporate sector when I joined 
a life sciences company. I completed 
my ACCA studies and then spent three 
years as an R&D fi nancial analyst with 
Pharmacia before joining GSK. 

The sheer size of GSK has allowed 
me to gain experience across 
a number of roles. I started as a 
fi nance business partner, then moved 
on to be a commercial fi nance manager, 
followed by a four-year spell in the 
European team as a commercial analytics 
director before returning to fi nance as 
European pricing lead. I was also fi nance 
director for the cardiovascular, metabolic 
and neurosciences global franchise, and 
then moved into my present role within 
the audit and assurance team.   

I am responsible for the assurance 
strategy and associated audit plan 
over the fi nance and IT enterprise 
risks in GSK. I focus on engaging 
key business stakeholders in order to 
understand the current risk environment 
and ensure that our audit activity is 
appropriately targeted. As well as 
working with the audit teams to guide 
scope and ensure that key outcomes 
are clear, it is important to identify 
emerging risk themes and bring 
these back to the business to drive 
continuous improvement.     

The audit and assurance team is a 
global group of 140 people, with hubs 
in the UK, US and Singapore. The 
team is built on a matrix structure, where 
auditors are line-managed by location 
but audit-assigned by risk speciality. I 
am responsible for the ‘communities of 
practice’ for fi nance and IT, which are 
global groups of auditors who are aligned 
to those areas. While I am UK-based, 
I travel frequently; my last two roles 
involved assignments across Europe, 
the US, Latin America and Asia.   

What I learned studying for ACCA 
underpins all of the roles I have 
undertaken. Without the ACCA 
Qualifi cation, I would not have been 
able to progress through my early 
fi nancial accounting roles so quickly 
and confi dently. Likewise, the basics 
were in place when I took on my current 
audit role, despite not having had a 
background in audit. 

I enjoy many aspects of my job – the 
global reach, strategic focus and 
opportunities to engage with many 
business leaders are among those 
that stand out. Not many roles offer the 
ability to understand how the business is 
working cross-region and cross-business 
unit, while helping to improve the 
company as a whole.

I am particularly proud of the role I 
played in launching new products and 
ensuring as many patients as possible 
can access them. The pricing role 
gave me the chance to develop robust 
analytical processes for the European 
business, and in my global franchise role 
I created a strong fi nancial analytics focus 
for evaluating new product launches. 

Outside of work, my hobbies revolve 
around sport. Football is my main 
passion – I support Oxford United. 
Coaching, watching and supporting 
my three sons (ages 11, nine and one) 
– who are all aspiring professionals – 
keeps me pretty busy. ■

Russ Paice FCCA, audit account director at GSK and junior 
football coach to three budding footballers
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Adapt or perish
How can companies in developed markets defend themselves effectively from their 
aggressive and acquisitive emerging market competitors?

The prolonged downturn in emerging 
market equities has not deterred 
companies in those markets from 
pursuing their relentless drive for 
growth and global market share. So 
powerful is this drive that McKinsey, 
the consultancy, confidently predicts 
that emerging market companies pose 
an existential threat to their developed 
market counterparts. 

The success of emerging market 
companies will provide a powerful 
headwind to the revenues, market 
share and profits of developed market 
companies according to McKinsey’s 
analysis of 30,000 companies in its 
report Playing to win: the new global 
competition for corporate profits. In 
the US, the ratio of corporate profits to 
national income is now at its highest level 

since 1929 at 11.6%, double the level of 
1990. McKinsey believes this is an all-time 
peak, with the rise of emerging market 
corporates – combined with technology 
advances and climbing labour costs – 
denting corporate profits.

The report argues that, as a result 
of their ownership structures, emerging 
market companies do not have profit 
maximisation as their top priority » 
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– they are often family-owned or partially 
state-owned. This allows them to reinvest 
their profits for growth and increase their 
global market share. Between 1999 and 
2008, they returned only 39% of their 
earnings to shareholders via dividends, 
compared with 80% in the developed 
world. Their ownership structure also 
means they don’t have quarterly targets 
and can keep prices and margins low, 
further increasing sales and market share. 

Faced with such powerful forces, are 
developed market companies doomed to 
a slow demise? Do they have any defence 
mechanisms at their disposal and, if so, 
how can they deploy them? 

Natural advantages
Mark Mobius, fund manager at Franklin 
Templeton Investments, is not optimistic 
about their chances. He says that 
companies in developing regions also 
have natural advantages that those in 
developed markets cannot replicate. 

‘Emerging market companies have 
experienced and overcome difficulties 
such as bureaucracy and corruption in 
their own countries, so they are able to 
adjust fairly easily to doing business in 
the West,’ he says. European and US 
companies, by contrast, have it relatively 
easy in their home markets, so find it 
hard to adjust to emerging markets: they 
experience language and cultural barriers, 
they may come up against corrupt 
practice, and they do not always find it 
easy to hire the right local talent. 

In other words, emerging market 
companies can both grow their businesses 
abroad and comfortably defend their 
domestic position. As a result, turnover 
growth has been four to five times greater 
in emerging markets than in the West over 
the past decade. This is partly a result of 
the overseas success of emerging market 
companies – over the past decade, the 
50 largest companies in the emerging 
markets have more than doubled the 
proportion of revenues they derive from 
overseas activities from 19% to 40%.

Not all this growth is organic. Emerging 
market companies have spent freely to 
buy rivals and complementary businesses 
in developed markets. David Wijeratne, 
head of PwC’s Growth Markets Centre, 
says M&A activity by emerging market 
companies is aimed not only at increasing 
revenues today, but also at creating 
structures that can continue increasing 
revenues deep into the future. ‘More than 
anything, they are buying capabilities to 

make their businesses as strong as their 
developed market counterparts,’ he says. 
‘They are often not buying to directly 
increase market share but to learn how the 
businesses operate, and to leverage that.’

Developed market companies are 
also at a disadvantage from a technology 
standpoint. ‘Emerging market companies 
are good users of technology,’ says 
Mobius. ‘They have an advantage in that 
they can take technology that is already 
tried and tested in developed countries 
and leapfrog incumbent companies that 
have older and obsolete technology 
frameworks. Emerging market companies 
have a blank canvas.’

Try as they might, few developed 
market companies are able to fully 
re-engineer their technology enterprise-
wide. The technological equivalent of 
ripping up the floorboards and pulling 
down the ceilings is just not healthy for 
ongoing business operations. 

 
Having the know-how
But all is not lost for developed market 
companies. They can build on their own 
natural advantages, says Wijeratne. ‘What 
a developed market company can bring 
is its business model – its know-how of 
running a business, of manufacturing 
techniques and of developing products.’

In trying to wrest back momentum 
from emerging market companies, they 
shouldn’t panic and seek to completely 
overhaul their models. ‘They are world 
leaders for a reason.’

Developed market companies must 
fight emerging market competitors on 
their own turf, he says. If the battle for 
global growth and market share is to be 
won and lost in emerging markets, then 
that’s where companies have to be. 

To compete, they must establish 
clear goals. Many companies enter 

growth markets without a clear sense 
of what success will look like, says PwC. 
Management must decide if success is 
about attaining market share, achieving 
higher brand awareness among a certain 
demographic or, more prosaically, about 
growing revenue and profits. 

CFOs take the lead
Once the goals are established, the CFO 
will usually take the lead in establishing 
the incremental investment that the 
company is willing to make to support the 
required innovation for the new market. 
Investment will be needed to develop and 
maintain market-specific brands and to 
find, vet and maintain relationships with 
local suppliers. Companies may also have 
to invest to disrupt the manufacturing and 
logistics processes that were originally 
designed for mature markets. 

The finance team is important in a 
broader sense too, Wijeratne believes. 
For companies to adapt their operations 
for emerging markets, they need financial 
and governance support to make sure 
that they adhere to and benefit from local 
and domestic regulations and working 
practices. The benefits of new processes 
and products are frequently negated 
by a lack of fiscal structuring in a new 
growth market.

Creating an efficient fiscal and 
operating model in developing markets is 
complex and cannot be taken for granted. 
A straight ‘lift and shift’ of a developed 
market model is unlikely to prove 
successful, Wijeratne notes. However, over 
time, as emerging markets mature, trade 
liberalises and the operational imperatives 
to centralise emerge, the developed 
markets’ fiscal model can be adapted to 
fit the emerging market profile.

And so the fightback begins. The 
McKinsey report says incumbent industry 
leaders have to respond positively to 
the dangers – they cannot simply focus 
on ringfencing their existing markets. 
The report concludes: ‘Firms with vision, 
optimism and agility can realise enormous 
opportunities if they are willing to disrupt 
their own operations before some new 
challenger does it for them.’ ■

Phil Davis, journalist

If the battle for 
global growth and 
market share is to 
be won and lost in 
emerging markets, 
then that’s where 

companies have 
to be

For more information:

Read McKinsey’s report Playing to 
win: the new global competition for 
corporate profits at bit.ly/DMvsEM
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Clouds gather
An EY survey has forecast that corporate reporting is 
headed for a perfect storm as CFOs reach crisis point

Weather alert

CFOs are losing 
confi dence in corporate 
reporting, as pressure 
from audit committees, 
the complexity of new 
requirements and 
reporting overload affect 
performance, according 
to CFOs and heads of 
reporting interviewed 
in EY’s survey, Are you 
prepared for corporate 
reporting’s perfect storm?

Eye of the storm

Audit committees and boards are ramping up their focus on corporate reporting, the report 
fi nds. A signifi cant majority of respondents (84%) say that audit committees and boards have 
increased their attention overall on reporting. For 34%, this is a signifi cant increase in attention. 

Skills search

As advanced technologies 
allow fi nance functions to 
make use of sophisticated 
data, the need arises for 
fi nance professionals who 
are data and technology 
savvy. The survey found 
that IT infrastructure skills 
were viewed as the most 
vital to take reporting 
forward.

For more information:

To read EY’s survey, Are you prepared for 
corporate reporting’s perfect storm?, visit 

bit.ly/ey-storm

Corporate reporting heads for a perfect storm

Headline for web:

Company complies 
with >10 standards

Has >16
reporting systems

Increase in number 
of reports requested

33%  48%  53%
Australia

40%  40%  68%
China

50%  48%  60%
India

50%  33%  88%
MENA

40%  10%  70%
Poland

Audit committee 
and boards 

CEO and 
executive team

Accounting 
regulators

Other regulators 
or bodies

Investors Analysts Media

48%  15%  63%
Russia

65%  33%  80%
Singapore

58%  30%  63%
South Africa

50%  25%  58%
UK

40%  45%  28%
US

■Signifi cant increase
■Slight increase
■No change
■Slight decrease
■Signifi cant decrease

How has the level of attention given to reporting by key stakeholders changed over the past three years?

IT infrastructure
Regulatory knowledge

Governance knowledge
Business analysis

Technical accounting skills
Risk management
Data and analytics

Process knowledge
Legal knowledge
Investor relations

Corporate securities

32%
28%
27%
26%
25%
24%
24%
23%
21%
20%
16%

Skills most needed to improve reporting processes
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Going global
As globalisation spreads, it will become vital for SMPs to attend to the international 
business needs of clients. IFAC’s Giancarlo Attolini reports on the latest research

169 countries, providing professional services to more than 
800,000 SME clients. This makes it one of the world’s largest 
surveys of accountants. The largest numbers of respondents 
were from Europe (41%), Asia (26%) and Africa (15%). With 
the exceptions of the US and Russia, there were more than 70 
responses each from the 10 countries ranked the highest globally 
by gross domestic product. A majority of respondents were 
either sole practitioners (39%) or from practices with two to five 
partners and staff (32%). 

What we learnt
The survey offered some interesting intelligence about SMEs 
that might help SMPs better understand how best to serve these 
clients. When asked about the challenges facing their SME 
clients, 75% or more of respondents rated seven of the eight 
challenges as ‘moderate or greater’. The top challenges facing 
SME clients included economic uncertainty (rated by 61% as a 
‘high’ or ‘very high’), rising costs (58%), competition (54%) and 
difficulties accessing finance (51%). 

The survey also explored the extent to which globalisation 
is impacting the smallest of businesses by asking about the 
international activities of SME clients. Consistent with the 
Edinburgh Group report Growing the Global Economy through 
SMEs, the IFAC survey found that about three-quarters of 
respondents’ SME clients were engaged in some kind of 
international activity, most commonly import or export. SME 
involvement in other types of international activities, such as 
dealing in foreign currencies, owning international assets and 

having foreign owners or investors, was 
substantially more limited. 

In general, more international 
activity was reported in the Middle 
East compared to other regions. As 
globalisation continues to spread, 
even among SMEs, it will become 
increasingly important for SMPs to 
attend to the international business 
needs of their clients. 

Respondents were also canvassed 
on the direction of profits of their SME 
clients over the past year. The largest 
percentage of SMPs, 41%, said that 
clients’ profits had decreased. An 
increase in profits was reported by 
31% and no change in profits by 22%. 
Decreases in the profits of their clients 

Last year, the International Federation of Accountants 
(IFAC) commissioned independent economics and 
business research consultancy Centre for Economics 

and Business Research (Cebr) to conduct an analysis of 
its membership data and to provide a snapshot of the 
importance of the accountancy profession to the global 
economy and to society. Using this data, Nexus 2: The 
Accountancy Profession – A Global Value Add estimates that 
the global profession contributes US$575bn annually to the 
global economy and reveals a strong, positive correlation 
between the share of accountants in total employment and 
both GDP per capita and the UN Human Capital Index, which 
measures quality-of-life indicators. 

The first Cebr report, Nexus 1: The Accountancy Profession, 
Behind the Numbers, revealed that almost half of the 
professional accountants represented through IFAC’s members 
work in public practice. Furthermore, of these accountants 
in public practice, the majority worldwide work in small 
and medium-sized practices (SMPs). The magnitude of the 
profession’s contribution to the wider economy and vast number 
of accountants in small and medium-sized public practices 
means there is great value in hearing what the thousands of 
SMPs have to say about their challenges and opportunities, and 
those of their small and medium-sized entity (SMEs) clients, in 
response to the 2015 IFAC Global SMP Survey. 

About the survey
Conducted annually, the IFAC Global SMP Survey is intended 
to take a snapshot of the key issues, 
and track important trends and 
developments facing SMPs and their 
SME clients. Leading researchers at 
the University of Dayton in the US 
now work closely with IFAC on the 
development of the survey as well 
as the analysis of survey results and 
reporting. The survey helps IFAC and 
its member organisations, such as 
ACCA, gain a better understanding 
of the specific challenges and 
opportunities facing SMPs and SMEs 
globally, and as a result better serve 
this constituency. 

The 2015 survey, which was 
conducted from October to November 
2015, elicited 6,725 respondents from 

Advisory and 
consulting 

services are 
expected to 

be the fastest-
growing revenue 
source for SMPs 

in 2016 
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were considerably more prevalent for 
respondents in the Middle East (46%) and 
Asia (46%), which corroborates concerns 
emanating from Asia about an economic 
slowdown and volatile stock market. 

Biggest challenges
SMPs continue to face many challenges. 
Consistent with the 2014 survey results, a 
majority of respondents viewed each of 
the 12 challenges presented as  moderate, 
high, or very high. The most pressing 
challenges facing SMPs included attracting 
new clients (47% rated this as high or very 
high), keeping up with new standards 
and regulations (44%) and differentiating 
themselves from the competition (43%). 
The need to attract new clients suggests 
SMPs ought to consider more intensive 
marketing and promotion and expanding 
their service offerings. 

Respondents rated eight environmental 
factors to indicate the extent to which they 
believed each might have an impact on 
their business over the next five years. The 
regulatory environment, competition and 
technology developments were viewed as 
the most impactful factors, at 52%, 46% 
and 43% respectively. 

Technology developments stand out 
for me. These are both a challenge and an 
opportunity. Some, perhaps most notably 
Daniel Susskind, author of The Future of 
the Professions, argue that technology 
threatens to render the professions 
obsolete, accountancy included. Others, 
and that includes me, see it as an opportunity to improve the 
value of the services to our clients: data analytics, for example, 
enables us to offer well-informed advice to our clients. 

How well did SMPs perform?
Respondents were asked how their revenues changed in 
2015 compared to 2014. For the four service areas (audit and 
assurance; advisory and consulting services; tax; and accounting, 
compilation and other non-assurance and related services), the 
largest percentages of respondents indicated revenues stayed 

the same (33% to 38%) or increased moderately (23% to 27%). 
These findings mirror those of the International Accounting 
Bulletin’s World Survey 2016, which looks at the revenues of 
networks and associations.

Reflective of an optimistic outlook, more than one-third 
of respondents forecasted that fees would increase in 2016: 
advisory and consulting services (44%); accounting, compilation 
and other non-assurance and related services (41%); tax (39%); 
and audit assurance services (35%). In comparison, for each 
service area, between 31% and 35% projected revenues » 

► Collaboration’s benefits
Countries in the South America/
Caribbean (right) and the Middle 
East (overleaf) regions are among 
those with the largest number of 
SMPs in a network, association 
or alliance 
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would stay the same. What this tells us is that advisory and 
consulting services are expected to be the fastest-growing 
revenue source for SMPs in 2016. 

Most respondents (84%) provided some form of consulting 
service and the larger practices were more likely than 
sole practitioners to provide these services. The IFAC SMP 
Committee has long recognised the growth potential of this 
service line and has actively encouraged the global SMP 
constituency to seriously consider stepping up its business 
advisory activities. The types of business advisory services they 
offered most frequently in 2015 were tax planning at 52% and 
corporate advisory, including advice on mergers and acquisitions, 
valuations and legal issues, at 45%. The IFAC Global Knowledge 
Gateway has many of the resources needed to help SMPs offer 
advisory services.

Networks, associations and alliances
According to respondents, the top three benefi ts of membership 
of a network, association or alliance are: attracting new clients, 
broadening client service offerings, and branding and marketing. 
These benefi ts address many of the main challenges they are 
facing. What’s more, membership of these organisations can also 
expand SMPs’ ability to serve clients operating internationally. 

Only 28% of SMPs (11%) reported that they currently belong 

For more information:

For more information about the survey visit 
IFAC.org/SMP

47%
44%
43%

61%
58%

54%
51%

IFAC SMP survey (Feb 2016)

Challenges facing SMPs

Attracting new clients
Keeping up with regulations

Differentiating from competition

Challenges facing SME clients

Economic uncertainty
Rising costs

Competition
Accessing fi nance

to a network, association (10%) or alliance (7%). An additional 
24% indicated that they were considering joining one. Slightly 
less than half of respondents in both 2015 and 2014 (48% and 
49%, respectively) indicated that their SMP had no interest in 
joining a network, association or alliance. The regions with the 
largest number of respondents considering membership were: 
Africa (35%), the Middle East (32%), Asia (30%), and Central and 
South America and the Caribbean (29%). The larger the SMP, the 
more likely  the practice was to belong to a network, association 
or alliance – 65% of respondents from practices with 21 or more 
partners and staff indicated they belonged to one. 

Again, for those SMPs considering membership, I encourage 
them to go to the IFAC Global Knowledge Gateway for resources 
to help them make the decision and, if they do decide to join, to 
make the selection and transition. 

Survive and thrive
Overall, the survey results indicate that 2015 was a positive 
year for SMPs, with revenues primarily staying the same or 
increasing moderately. Despite some concerns around the 
profi ts of their clients, especially in Asia, SMPs are also optimistic 
for the year ahead, with a high number predicting increases in 
revenue. However, it is clear that many challenges remain and 
practitioners need to ensure that they maintain their relevance 
by equipping themselves to help their clients cope with the 
current environment of rapid change and innovation. IFAC and 
its member organisations, with strategic insights and advice from 
the IFAC SMP Committee, will continue supporting the critical 
SMP sector in providing the services that will ensure their SME 
clients survive and thrive. ■

Giancarlo Attolini is chair of the International Federation of 
Accountants’ SMP Committee
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Do the right thing
Ethics programmes will only have an effect on corporate culture if they are allowed to 
take precedence over results, says Daniel Johnson of the Institute of Business Ethics 

are, they are not considered effective. One in five of all British 
employees say they are aware of misconduct at their place 
of work. A growing number (now 84%), say their organisation 
provides a confidential means for staff to raise their concerns. 
Yet only half (55%) chose to raise their concerns, and 61% of 
those say they were dissatisfied with what happened after 
they had done so (it was 30% in 2012). This helps to explain 
why a significant proportion of employees say that they do not 
think anything will be done by management if they decide to 
raise an issue. 

The picture in Germany, France, Spain and Italy is not much 
better, with 54% of employees saying they chose not to raise » 

Arecent report in the UK by the Prudential Regulation 
Authority and the Financial Conduct Authority into 
the collapse and bailout of HBOS is a reminder that 

corporate whistleblowing is not working. The report blames 
the board and senior management for the failure of the bank 
because they endorsed a flawed strategy that led it to make 
increasingly risky loans and investments and rely on short-
term funding. They had, however, previously been alerted to 
this issue.

The Institute of Business Ethics (IBE) 2015 Ethics at 
Work survey highlighted that whistleblowing and speak-up 
mechanisms are still not being used by employees, and if they 
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of an ethical culture. These can 
be categorised into the three 
areas of management behaviour: 
communication of ethics, responsible 
business conduct and enforcement of 
ethical standards.

In both the UK and continental 
Europe, employees in organisations 
that provide a code of ethics, a 
speak-up line, advice/information 
helplines and ethics training are 
more likely to say that honesty is 
practised always/frequently in their 
organisation; are less likely to have 
been aware of misconduct in the 
preceding year; and are more likely to 
agree with each of the indicators of an 
ethical culture.

 
Creating a healthy culture
When it comes to speaking up, although the sample sizes are 
too small to draw a definitive conclusion, the positive indicators 
remain. Employees in organisations with a ‘supportive ethical 
culture’ were far more positive about the outcome of raising their 
concerns than those in an unsupportive one.

Creating a healthy culture that influences employee actions, 
decision-making and behaviour takes time and requires 
awareness, sensitivity, patience and resources. Unethical 
behaviour may be so ingrained into a company’s culture as to be 
considered ‘the way business is done around here’, and so may 
not be considered unethical at all.

To create and maintain a strong ethical culture, core ethical 
values need to be identified and integrated into everything the 
organisation does – from external processes such as buying and 
selling to internal ones such as governance and accounting. 
From the first interview to their last day of work, employees 
should feel that the company’s core values form the basis of 
every decision it makes.  

The role of managers at all levels is critical to the process of 
embedding ethics throughout any organisation. Line managers 
have an essential role in communicating ethics messages and 
acting as role models. Ethical acumen is a key competence for 
21st-century business leadership

The quality and style of the leadership will influence the 
tone of the entire organisation. While the collective tone at the 
top of the organisation is of utmost importance, there are also 
‘leaders’ at every level, who others will naturally try to emulate. 
‘Tone from the middle’ is as important as ‘tone from the top’. 
Research into embedding ethics in the workplace indicates that 
employees consider their line manager as the biggest enabler 
and teacher of ethics in their organisation. Data from the Ethics 
at Work survey shows that, in Britain, 71% agree that their line 
manager ‘sets a good example of ethical business behaviour’ 
and 69% feel supported by their line manager in ‘following [the] 
organisation’s standards of ethical behaviour’. 

concerns of misconduct because they 
didn’t believe corrective actions would 
be taken. 

The Ethics at Work survey shows a 
disconnect between the provision of a 
speak-up or whistleblowing line, and its 
effectiveness. Boards need to listen to, 
act upon and report back on relevant 
concerns raised by their employees. 
Failing to do so is almost worse than 
not having a mechanism for employees 
to speak up.

Does ethics pay?
Employees are the key indicator of 
the ethical temperature in today’s 
organisations. They are at the frontline 
of how the organisation interacts with 
its customers and suppliers. If they are not listened to when they 
have the courage to raise concerns, it implies that a company’s 
talk of values and ‘doing the right thing’ is just that – talk. The 
way those that speak up about misconduct are treated shows 
how seriously an organisation really takes ethics. 

The ‘business case for business ethics’ has been well 
documented. Although the IBE would advocate doing the right 
thing for its own sake, there are always pressures to show that 
doing business ethically also pays. Fans of US economist Milton 
Friedman’s famous quote – ‘There is one and only one social 
responsibility of business – to increase its profits’ – always like to 
see a financial balance to questions of right and wrong.

Companies that operate to high ethical standards have 
been proved to show increased financial performance over 
time, due to increased employee engagement, attracting high-
quality employees, enhanced reputation and generating trust 
among other stakeholders. Yet relatively little research has been 
produced that indicates how to create an ethical corporate 
culture. In order to affect business behaviour, ethical values 
need to be embedded throughout the organisation, from the 
shop floor to the director. The articulation of corporate values 
is the foundation of any ethics programme. A code of ethics, 
communications, ethics training, and supportive tools such as 
speak-up and advice lines help to embed these values. 

But the big question remains: do ethics programmes actually 
have any effect on corporate culture?

The IBE survey provides some evidence of tangible benefits 
resulting from investment in corporate ethics programmes. It 
shows that, in both the UK and continental Europe, awareness of 
corporate ethics programmes increases the ethical awareness of 
employees and their perceptions of ethical culture. 

Participants were asked whether their organisation provided 
each of the four common elements of an ethics programme: a 
code of ethics; a speak-up line; an advice/information helpline; 
and ethics training.

The survey also asked participants about their opinion on 
statements related to practices that can be seen as indicators 
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operate to high 

ethical standards 
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over time
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The marzipan layer
Yet this level of the organisation has often been referred to as 
the ethical ‘permafrost’ or the ‘marzipan’ layer where messages 
about ethics fail to penetrate. The survey indicates that, in 
continental Europe, corporate messages on support for ethics at 
work struggle to get beyond the management level. Recognising 
their impact and influence, some companies are now beginning 
to engage managers as a key component in cascading messages 
about ethics to their teams. 

Achieving buy-in from the management tier is therefore 
imperative. Organisations need to explain how their ethical 
values align with the business strategy to enable ethics to 
become a business priority. They should also frame ethical values 
as a positive contributor to the business. This will achieve greater 
buy-in from hard-pressed managers who are trying to deliver. By 
outlining the business case, managers can understand why it is 
important to consider the ethical dimension of decision-making 
and encourage their teams to do so, too. 

However, it is important that managers not only talk about 
ethics but embed it into all their decision-making. Setting the 
right example is key.

This is why data about management behaviour from the 
Ethics at Work survey is worrying. In 2015, British employees 

were more likely to say that their line manager explained 
the importance of honesty and ethics in the work they did 
(69% compared with 63% in 2012), but they were also more 
likely to say that they rewarded good results even if ethically 
questionable practices were used to achieve them (36% in 2015 
compared with 26% in 2012). 

The IBE survey provides evidence that employee awareness 
of corporate ethics programmes increases ethical awareness. 
So for those looking for a return on investment in their 
corporate ethics programme, the survey shows that this is 
money well spent. But if results take precedence over ethics, 
then all the cascading of ethics messages via managers is 
meaningless. ■

Daniel Johnson is research hub manager at the Institute of 
Business Ethics

For more information:

The Institute of Business Ethics has conducted a triennial 
survey into employees’ views of ethics at work in the UK 

since 2005. This has been widened to include France, 
Germany, Italy and Spain. Visit ibe.org.uk 
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Common cause
Controversy over the exploitation by companies of national tax rules and guidance has 
prompted a European Union action plan to steer corporate taxation reform

interests of growth, competitiveness and fairness, member states 
need to pull together and everyone must pay their fair share.’ 

Moscovici made it clear that the ball was now in the member 
states’ court: ‘The commission has laid the foundation for a new 
approach to corporate taxation in the EU. Member states must 
now build on it.’

The linchpin of the plan is the CCCTB, which would enable 
crossborder companies to avoid having to comply with 28 
different rulebooks when working out their EU taxation. However, 
the commission will have to work hard to get the idea past the 
council, given that member states have proved unwilling to yield 
national turf and approve the 2011 proposals. 

Notably, the commission proposes delaying ‘consolidation’, the 
most controversial of the elements which have stymied progress on 
the 2011 proposal. Consolidation involves a group that operates 
through different companies in different locations having a single 
tax number rather than one for each of those locations. The 
commission plans to issue a separate proposal on consolidation, 
which would allow companies to offset losses in one member state 
against profits in another, ‘as early as possible in 2016’.

Mandatory for multinationals
The stepped approach is not the only difference from the 2011 
proposal. The new proposal would create a mandatory system, 
at least for multinational companies, whereas previously it was 
to be optional. The commission said when releasing the action 
plan that since 2011, the CCCTB’s potential as an anti-avoidance 
tool has been more widely recognised, yet ‘large companies that 
benefit from the current loopholes are unlikely to opt in’; so, to 
have real impact on tax avoidance, it must be mandatory.

The key question now is whether member states will go for 
the revised proposal. ‘There is absolutely no quick-fix answer 
to CCCTB,’ says Chas Roy-Chowdhury FCCA, head of taxation 

Growing concerns that companies are exploiting 
contrasting national taxation rules and guidance in the 
European Union (EU) to cut tax bills to unsustainably 

low levels have prompted a wide-ranging response from the 
European Commission (EC).

In June 2015, it issued an Action Plan for Fair and Efficient 
Corporate Taxation in the European Union, to steer an ongoing 
revamp in the 28-nation bloc. The plan sets out a series of 
initiatives, including a strategy to relaunch its proposals for a 
common consolidated corporate tax base (CCCTB), enabling 
crossborder companies to calculate EU taxable profits by the 
same method. These proposals were initially put forward in 2011 
but have yet to be approved by the EU Council of Ministers, 
representing member states, even though its goal is to ensure 
tax is paid where profits are generated.

June’s action plan backed up a tax transparency package that 
the commission had released just three months earlier in March, 
tackling the most pressing issues, such as automatic exchange of 
information on crossborder tax rulings. But the action plan took 
the revision further, with initiatives to tackle tax avoidance, secure 
sustainable revenues for member states and strengthen the 
single market for business. Alongside the plan, the commission 
launched a consultation on disclosure, including country-by-
country tax reporting (CbCR) for multinationals.

An EC statement on the action plan explained that current EU 
corporate taxation rules are ‘out of step with the modern economy. 
Uncoordinated national measures are being exploited by some 
companies to escape taxation in the EU. This leads to significant 
revenue losses for member states, a heavier tax burden for citizens 
and competitive distortions for businesses that pay their share.’

‘Corporate taxation in the EU needs radical reform,’ said Pierre 
Moscovici, EU commissioner for economic and financial affairs, 
taxation and customs, at the launch of the action plan. ‘In the 
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at ACCA. He warns that not adopting 
consolidation at the outset would 
reduce its appeal to big business, 
but adds: ‘Even if the commission 
drops the consolidation it will still 
be a difficult sell. Since the financial 
crisis, member states are even more 
reluctant to divest themselves of any 
tax sovereignty. The measure requires 
unanimity [under EU council voting 
rules] and I think there will be a really 
long road ahead to achieve that.’ 

However, he says: ‘ACCA is keen 
to engage and see the commission 
and EU succeed. We are purely trying 
to instil a realistic slant to timeframes.’ 
He continues: ‘With so many states 
now part of the EU, we are really stuck 
for making quick changes. Almost all aspects of the corporate 
taxation plan will take time to implement and we need to be 
prepared for that.’

Apart from the European People’s Party, which is commission 
president Jean-Claude Juncker’s own political group, the 
reaction in the European Parliament has also been lukewarm, 
with MEPs saying it was a step in the right direction but that 
more needed to be done. 

Roy-Chowdhury says the commission would need staying 
power: ‘I do not see any quick fix in terms of withdrawing or 
augmenting the proposals as a fast-track way forward. We need 
to move step-by-step and realise that it will all take quite some 
time to progress through,’ he explains.

Action on tax havens
A key aim of the package is for companies to pay tax in the country 
where the profits are made, but that is not always easy to determine, 
says Roy-Chowdhury. ’It is very difficult to properly allocate profits, 
but companies generally will do the best they can in this respect, as 
the transfer pricing rules are a big part of the global tax landscape 
and they do not wish to fall foul of those.’

Alongside the action plan, the commission also published 
the first EU blacklist of ‘third-country non-cooperative tax 
jurisdictions’, to promote a more uniform approach to tax 

havens. The EU list builds on national 
blacklists and will be used ‘to screen 
non-cooperative tax jurisdictions and 
develop a common EU strategy to deal 
with them’.

Roy-Chowdhury notes that on the 
whole the EU has the economic muscle 
to force tax transparency reforms on tax 
havens: ‘It is very important that [non-EU 
jurisdictions]… can comply, take action 
and be able to be removed from the list.’

One advantage for the EU plan is that 
it dovetails with international thinking 
on Base Erosion and Profit Shifting 
(BEPS) – a concern to governments 
worldwide. This concern has inspired 
the development of a 15-point action 
plan by the Organisation for Economic 

Cooperation and Development (OECD) and the G20 group. 
In its response to the commission consultation on tax 

transparency, the Federation of European Accountants (FEE) 
argued that the commission should wait for the final OECD BEPS 
action plan to emerge before moving forward with the EU rules. 
The FEE said this would help ensure companies in Europe do not 
end up having to comply with two different sets of rules.

In its answer, it said: ‘The impact of public disclosure on 
EU competitiveness can’t be predicted, therefore it may be 
better that the EU keeps pace with international developments 
(including implementing the OECD’s BEPS recommendations) 
but does not go beyond current initiatives at this time.’

However, the commission countered, saying that not all EU 
member states are in the OECD and, unlike the EU proposals, 
compliance with the recommendations that emerge from the 
BEPS project will not be mandatory. 

FEE also warned that the EU rules would be difficult to 
enforce on businesses based outside the European Economic 
Area – the 28 EU member states plus Iceland, Liechtenstein 
and Norway – and warned that this was ‘a possible competitive 
disadvantage for EU companies and a risk that they will relocate 
outside the EEA’. ■

Sara Lewis, journalist based in Brussels

Member states 
have proved 

unwilling to yield 
national turf 

and approve the 
2011 Brussels 

proposals
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Career boost
High performers exhibit seven behaviours to avoid distractions and concentrate on 
what matters, says Rob Yeung; plus the perfect etiquette for virtual meetings

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace 

Talent doctor: productivity

In my coaching and training work, 
I’ve talked to or formally interviewed 
hundreds of executives in sectors 
from banking and professional 
services to media and entertainment. 
Here are seven behaviours that I’ve 
observed in high performers.
1. They plan and prioritise frequently. 

Rather than arriving at work,opening 
their inboxes and dealing with what 
comes up first, they tend to spend 
time first thing reviewing what 
they could do to decide on a list 
of what they should do. They ask: 
what projects will make the greatest 
difference to my performance and 
that of my team this month, this 
quarter, this year? They deflect 
many less important tasks to focus 

on projects that create lasting value.
2. They set their own schedules. Why 

sit through a two-hour meeting when 
only 30 minutes of it may be useful? 
Many people stay because they feel 
obligated. High performers decide 
what’s important to them and prioritise 
productivity over politeness.

3. They track priorities of senior people. 
High performers regularly invest time in 
speaking to senior people to find out 
what’s really important. That way, they 
can both pursue projects that are of 
strategic importance to the organisation 
and further their own careers. 

4. They communicate wisely. Some 
people use email too much; others 
spend too much time in meetings. 
High performers realise that different 

forms of communication – instant 
messaging, email, telephone, 
video conferencing, formal and 
informal meetings – all have their 
place. Rather than automatically 
responding via the same method, 
they ask: which method would get 
the best result here? Sometimes, 
picking up the phone or arranging a 
short meeting can result in a better 
outcome than multiple exchanges of 
electronic correspondence. 

5. They give clear expectations. 
Rather than allowing themselves to 
be buffeted by requests, they tell 
people when they are or are not 
available. ‘I want to finish this piece 
of work. Can we speak after 2pm?’

6. They are decisive. Some people 
read an email or have an idea and 
think ‘I should do that’ and then 
put it aside to do later. They may 
revisit the idea multiple times. High 
performers tend to evaluate ideas 
and projects only once; they say ‘I 
will do it’ and put a plan in place or 
‘I won’t do it’ and move on.

7. They prioritise recuperation and 
personal renewal. High performers 
often work long hours, but not 
such long hours that they burn out. 
They prioritise downtime: time with 
their families, for physical exercise, 
to sleep properly, for holidays, 
and to read, learn and reflect on 
what matters. ■

For more information:

talentspace.co.uk

@robyeung

High performance

Watch Dr Rob Yeung 
expand on these themes at 
bit.ly/ACCA-Yeung3
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UAE accountants score 
Accounting and finance 
professionals based in the 
United Arab Emirates (UAE) can 
expect their wages to rise by 
up to 6% in 2016, while salaries 
for other professionals are likely 
to stagnate or even fall.

According to the 
Accounting & Finance Salary 
Guide 2016 from recruiter 
Morgan McKinley, UAE finance 
professionals can expect a 4% 
increase in salary, lifting to 5-6% 
on a move to a new employer. 
This compares favourably with 
the forecast regional average of 
zero salary growth.

Vilius Dobilaitis, UAE 
accounting and finance 
consultant at Morgan 
McKinley, said: ‘Employers 
are keen to attract finance 
professionals with formal 
accounting qualifications who 
can bring financial discipline 
and improved controls to their 
organisations. 

‘The most sought-after 
candidates are familiar with 
US GAAP, IFRS and Sarbanes-
Oxley requirements, can use 
accounting software (Oracle, 
SAP, etc), and have three 
to five years’ experience of 
working for a multinational.’

Supply shortage in Asia
Asian businesses are struggling 
to meet their objectives due to 
a shortage of accountancy and 
finance professionals. 

A survey by Hays of 3,000 
employers revealed that more 
than a third (34%) feel they 
don’t have the necessary talent 
to achieve current business 
objectives, with accountancy 
and finance roles among the 
most difficult positions to fill. 

Increased financial services 
regulation in Hong Kong 
means that banks are finding 
it hard to source enough 
permanent accountants, 
the recruiter said. Japan is 
also struggling to source 
talent, with the employment 
environment described 
as ‘opportunity rich, yet 
candidate short’.

Hays found the greatest 
demand in Japan’s financial 
services sector is for accounting 
and financial reporting talents. 
Christine Wright, managing 
director, Asia, for Hays, said: 
‘Of the employers surveyed, 
96% said skills shortages 
have the potential to hamper 
effective operation. To manage 
shortages, 65% of employers 
would consider employing 
or sponsoring a qualified 
overseas/expatriate candidate.’ 

Succession success 
Almost two-thirds of UK 
financial executives say they 
have a strategy for ensuring 
the departure of a senior staff 
member would cause minimal 
disruption to their business. 

In a survey of 200 finance 
directors carried out for 
recruitment specialist Robert 
Half UK, 62% said they had 
a formal succession plan in 

place. Only 6% said they had 
not planned for this eventuality.

Phil Sheridan, managing 
director of Robert Half UK, 
said: ‘Succession planning 
strategies are vital for 
ensuring organisations 
continue “business as 
usual”. Companies that fail 
to implement a succession 
strategy are left with the 
time-consuming exercise of 
replacing someone when a 
critical role is vacated. 

‘As our study shows, senior 
executives are now recognising 
that succession plans should 
be a core part of business 
management, in order to avoid 
an organisational crisis.’

Tax expertise critical
Organisations streamlining 
their finance function must 
consider the impact on the 
tax function. PwC’s latest Tax 
Function of the Future report 

warns that tax expertise is 
critical as companies expand 
into new markets and face 
greater regulatory pressure. 
Finance teams must contend 
with changes in areas such as 
intercompany transactions, 
transfer pricing, and new tax 
and accounting policies. 

Furthermore, the 
Organisation for Economic Co-
operation and Development’s 
Base Erosion and Profit 
Shifting (BEPS) measures mean 
multinationals will have to 
disclose an unprecedented 
level of information related 
to their business globally to 
tax authorities.

See next month’s AB for 
more from the PwC report. ■
 
Sally Percy, journalist

The perfect: manners for virtual meetings

First things first – it’s vital to know the mechanics of virtual meetings. If you’re joining 
colleagues in a meeting room but video-conferencing others offsite, you will win points if you 
know how to make it happen – dial-ins, passwords, software functionality, etc.

Make sure you’ve done your preparation, and circulate in advance any documents you’ll be 
referring to. If you start reading a report word-for-word in the meeting, people will switch off.

Speaking of switching off – don’t. It’s just rude to drop off a call. You wouldn’t get up 
and leave a meeting room without explaining yourself. If you’re suddenly unresponsive in a 
conference call or video-conferencing setting, you’ll look disengaged. Conversely, a quick 

‘I can get an answer for you 
on that right now; excuse 
me while I just ask the 
team’ will go down well, 
as long as you can get 
an answer right away and 
further the discussion. Just 
remember to clearly signal 
what you’re doing.

The key point is 
participation – in the 
chit-chat at the start as 
you wait for people to 
join, in the content of 
the meeting itself, and in 
the usual sign-offs and 
indications of what you’ll 
be doing next. A virtual 

meeting is only an efficiency 
gain if it nets the same 

results as a physical one.

For more information:

accacareers.com
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In the fast lane
In the first article in a series on strategic innovation, Tony Grundy explores how existing 
business models are being thrown up in the air and landing in quite a different shape

Tarpenning with a vision of making an electric sports car. After 
starting up on seed capital and later venture funds, Tesla came 
close to bankruptcy in 2008 and was in effect the object of a 
management buy-in when Elon Musk took over the reins. One 
of his crucial actions was the acquisition of around US$465m in 
relatively cheap loan finance from the US department of energy. 

Tesla’s pricing model followed very closely that of the 
experience curve exploited to great effect in many industries in 
Japan. Prices have gone down sharply, in line with a move towards 
more affordable – if less dazzling – models. In 2010 the Roadster 
cost US$109,000, the later Model S US$57,400, and the first mass-
market model, the Model 3, due out in 2017, just US$35,000.

Further finance was secured through rounds of private 
equity and through an initial public offering in 2010 and, despite 

stuttering profitability, the future prize of 
economic value hovers like a strategic, 
financial umbrella over the company, 
enabling it to attract new funds to 
fuel its expansion. In 2015 planned 
capital expenditure was US$1.5bn, and 
operating costs were projected to rise 
from 45% of sales to 50%. 

Obviously Tesla must be mindful of 
not growing too fast. There is a fine line 
to be managed in its growth trajectory: 
too slow and rival entrants will be 
encouraged; too fast and the business 
may overheat, like an economy given 
too much stimulus by government.

And there is more to Tesla’s strategy. 
It is planning a car buy-back scheme 
guaranteeing a return of a percentage 

A recent episode in a Sky documentary series looked at 
nuclear energy. Heat and light from the sun reaches 
Earth, it explained, heats the planet up and nurtures 

life. Plants then generate chemical energy, which over 
millions of years is compressed into oil, which is then burnt 
and so turned into heat.

Next the programme cut from the sun, via solar panels, to 
an electric car whose cells are recharged by solar energy. An 
astrophysics professor jumped behind the wheel – in this case, 
a US-manufactured Tesla – and set off noiselessly, reaching 60 
miles per hour in 3.9 seconds, gliding almost silently past noisy 
sports cars spouting emissions. 

Electric/solar-powered cars such as the Tesla are a supreme 
example of a disruptive technology that is revolutionising a 
sector that has embraced the same paradigm for decades.  

Ahead of his time
Nikola Tesla was a brilliant Serbian-American physicist and 
engineer who came up with a stream of trailblazing inventions. He 
was so prolific that alien theorists contend that he must have been 
in contact with species from elsewhere in the universe. He was 
also ahead of his time: one of his most significant inventions 
was an electric motor, which he conceived in 1882. But to date 
electric motors have lagged their petrol-powered rivals due to the 
abundance of oil at affordable prices and a lack of understanding 
about the environmental effects of carbon emissions. 

As long ago as 1996 I saw an electric car at the Epcot Center 
in Florida, US, which even then achieved reasonable performance 
but was just too costly. Two decades 
ago, there was far less pressure to 
think and behave ecologically and no 
obvious reason why the automotive 
industry should put itself through the 
unnecessary turmoil of substituting 
petrol for electricity. The mindset and 
commercial drive was just not there.

The obvious thing to do would 
have been to sell electric cars at a loss 
and push volumes up so that with the 
cumulative experience the unit cost 
would fall. This is called ‘the experience 
curve’ and is most easily observable in 
the history of microchip costs.

Cue Tesla Motors, an automotive 
company founded in California in 
2003 by Martin Eberhard and Marc 

Tesla’s pricing 
model followed 

very closely that 
of the experience 

curve exploited 
to brilliant effect 

by Japanese 
companies

Lessons learned from Tesla 

* You can’t assume your market’s entry barriers will 
remain intact: a disrupter may get around them

* Real competitive advantage is both systemic 
and dynamic

* Each chunk of any strategy must be fully evaluated 

* The future interplay between the business partners 
should be modelled in advance

* Economic value can be added even through losses, if 
these are part of a longer-term strategy.
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of the initial price pro rata to the decline in price 
of another high-quality car such as a BMW. It is 
also said to have a complex ‘coordination model’, 
with closely integrated and mutually supportive 
technologies that are hard to imitate.

Tesla has stated its intention to produce 
electric motors for other applications, 
transcending the automotive sector and defining 
itself through its distinctive competences rather 
than through its markets. It has also announced 
that it plans to sell electric power plants to other car companies. 
Maybe it was felt that this would enable it to go even faster 
along the experience curve, building ever-bigger entry barriers 
to competitors – rather like getting into a party first and locking 
the doors so that you can feast. It is also an interesting example 
of blurring the distinction between competitor and strategic ally.

But how durable is a strategy such as Tesla’s, and how might it 
pan out culturally and in the face of changes in management 
over time? Alliances are like long-term relationships: after the 
honeymoon period wears off, how do you transition to a more 
mature but evolving relationship and manage through times that 
require adjustment?

Getting the economic value out of a strategy 
like Tesla’s requires a thorough implementation 
plan to keep the operation on the road. The sheer 
pace of growth in employees could be an issue: 
employee numbers have doubled to 12,000 in the 
last 18 months. For a company that hasn’t been 
through this before, compound growth rates of 
over 50% can be very hard to assimilate and could 
well lead to indigestion. ■

Dr Tony Grundy is an independent consultant and trainer, and 
lectures at Henley Business School

▲ Power play
The cost of a Tesla sports 
car has come down 
from US$109,000 for 
the Roadster in 2010 to 
US$35,000 for the first 
mass-market model, 
the Model S (above), 
due out in 2017

For more information:

tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit accaglobal.com/abcpd

For strategy case studies, see Tony Grundy’s videos at  
bit.ly/ACCA-Grundy
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Establishing an effective bonues scheme may 
not be straightforward, says David Parmenter

rather than by additional incentives (Theory X). Theory Y 
organisations produce better results by encouraging their people 
to be creative, work collaboratively, improve their skills and derive 
satisfaction from their work. As Robert Simons, professor of 
business administration at Harvard Business School, asks, ‘How do 
we measure the contribution of a single violin player in relation to 
the successful season enjoyed by a symphony orchestra?’

Share price pitfalls
In addition, bonus schemes should avoid any linkage to share 
price movements. Only a fool believes that the current share 
price refl ects the long-term value of an organisation. Any closing 
share price is based on the last trade; just because a buyer, 
often ill informed, wants to pay a certain sum for a portion of 
shares does not mean all shares are worth that amount. With 
share options it is so easy to get it wrong and in fact give away 
more shareholder’s funds in a period than the actual net profi ts 
created. In other words, by issuing share options you have given 
away future profi ts that may never be generated. 

Key performance indicators (KPIs) – the 10 or fewer measures 
that are measured frequently, are linked to the organisation’s 
critical success factors and can be owned by individual teams – are 
too important to be gamed to maximise bonuses. Performance 
with KPIs should be considered a ‘ticket to the game’ and 
excluded from bonuses. If you pay by KPIs, you undermine them 
so much that they will become ‘key political indicators’. ■

David Parmenter is a writer and presenter on measuring, 
monitoring and managing performance

Bonus schemes can be seen as an annual entitlement, 
be very costly, create endless arguments and might 
not lead to notable improved performance. So what 

foundations should CFOs and fi nancial controllers lay down if 
they are designing a bonus scheme?

Most bonuses fail at the fi rst hurdle. If you set a target for 
employees that depends on market performance, you can’t 
really know if the measure will be appropriate until the target 
date comes. You often end up paying incentives to management 
when their performance was in fact substandard. Instead, 
performance should be compared internally (one team against 
another) and externally (against the competition) rather than 
against a future – likely or unlikely – eventuality. 

Not setting a target beforehand is not a problem as long as 
staff are given regular updates on their progress against other 
teams in-house and competitors. As Jeremy Hope, co-founder 
of the Beyond Budgeting Round Table, wrote in the IBM white 
paper How KPIs Can Help Motivate and Reward the Right 
Behavior, ‘If you do not know how hard you have to work to get a 
maximum bonus, you will work as hard as you can.’

‘Super profi ts’ should be excluded from incentive 
schemes and instead retained to cover possible losses in the 
future. In boom times, bonus schemes often give away too 
much. ‘Super-profi t years’ come around infrequently and are 
needed to fi nance the dark times of a recession. They can 
fund bonuses in loss-making years when staff are pulling the 
organisation out of the fi re. Management needs to recognise 
that performance in a boom year has limited correlation to the 
efforts of teams and individuals. 

No unearned adjustments 
All profi ts that are included in a performance bonus scheme 
calculation should be free of all major unearned ‘profi t-enhancing’ 
accounting adjustments. Many banks generated additional profi ts 
in 2010-2013 as the massive write-downs from the global fi nancial 
crisis were written back when loans were recovered.  

One simple step you can take is to eliminate from the bonus 
scheme all unearned accounting adjustments such as recovery 
of written-off debt and profi t on sale of assets. Basing rewards 
on teams, rather than individuals, is much more closely linked 
to social psychologist Douglas McGregor’s ‘Theory-Y’ view that 
people are motivated by self-esteem and personal development, 

What a bonus

Next steps

1. Read Jeremy Hope’s How KPIs Can Help Motivate and 
Reward the Right Behavior, IBM white paper, 2010.

2. Look at clever schemes used elsewhere and perform a 
wide consultation within your organisation before you 
put in a bonus scheme.

3. Email me (parmenter@waymark.co.nz) and I will send 
you a chapter from my CFO book covering all the 
foundation stones you need to understand and adopt.
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Principled learning
The IFRS Foundation’s Education Initiative is based on the 
IFRS Conceptual Framework, explains Graham Holt 

In 2005, the IFRS Foundation 
created the Education 
Initiative to support 
and promote consistent 
application of International 
Financial Reporting 
Standards (IFRS) throughout 
the world. Its prime purpose 
was to foster an ‘IFRS 
mindset’. The application of 
IFRS in practice determines 
whether the standards are 
achieving the International 
Accounting Standards 
Board’s (IASB) mission 
of developing standards 
that bring transparency, 
accountability and effi ciency 
to fi nancial markets around 
the world. 

In order to achieve 
this goal, a programme of 
education was developed 
to support the development 
and implementation of IFRS. 
The focus of the Education 
Initiative has now changed 
to concentrate increasingly 
on consistent and rigorous 
application of standards. 
The principle-based 
nature of IFRS is not fully 
understood worldwide and 
so the Education Initiative has 
concentrated on certain key 
areas that are a framework-
based teaching approach, 
support for those adopting 
and implementing IFRS and 
IFRS for SMEs, and investor-
focused education. 

In many jurisdictions, there 
is little experience of the use 
of judgment in reporting 
under IFRS. Framework-
based teaching is an initiative 
to try and instil a common 
understanding of IFRS based 
on the Conceptual Framework 
while developing the 
capability to make judgments. 
The IASB has developed 

material designed to develop 
accounting students’ ability to 
make IFRS judgments in their 
accountancy training.

One of the major 
challenges facing accounting 
education is the creation 
of a learning environment 
that promotes high-quality 
learning. Constructive 
alignment (Biggs, 1996; 
Biggs and Tang, 2011) 
is an outcomes-based 
methodology for designing, 
promoting and assessing 
deep student learning. It 
is based on the belief that 
students construct their 
learning through engaging 
in relevant learning activities 
with the tutor creating 
the appropriate 
learning environment. 
Accounting education 
has been criticised 
because of the 
perception that the 
objective of training is 
to know facts, and this 
has encouraged students to 
perceive and tackle problems 
from a narrow perspective. 

Approaches to learning
Students generally can be said 
to have three approaches to 
learning: surface, strategic and 
deep. Surface learners tend to 
concentrate on the main facts 
and issues, with retention of 
information being important, 
whereas those students who 
interpret the meaning of the 
text, using a deep approach, 
think critically, which as a 
consequence means that 
it is more likely that the 
information will be retained 
long term. The strategic 
approach, meanwhile, is 
adopted where the intention 
is to achieve the best possible 

grades through effective study 
methods. 
The IASB is essentially 
promoting a deep approach 
to learning through its 
framework-based teaching, 
with the intention of 
providing students with long-
lasting conceptual knowledge 
of IFRS.

It seems that there is 
overwhelming support for 
principle-based standards 
but there are questions over 
what this actually means and 
whether IFRSs are actually 
principle-based. Essentially, 
an IFRS requirement is 
principle-based only when 
it is consistent with the 
concepts in the IASB’s 
Conceptual Framework.

The framework sets out 
the concepts on which the 
standards are based. The 
majority of IFRS requirements 
are deemed to be consistent 
with the concepts set out 
in the framework. However, 
the application of the cost 
constraint results in some 
IFRSs being inconsistent with 
the framework and this has 
led to a questioning of the 
purpose of the framework as 
a foundation for developing 
new requirements.

The IASB has developed 
new IFRSs before concluding 
the current review of the 
existing concepts in the 
framework and, as a result, it 
has come under criticism for 
not appropriately applying » 
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the framework for the purpose 
of developing IFRS. The IASB 
has acknowledged that some 
decisions on accounting issues 
have been based more on 
expediency than on concepts.

Views on usefulness
There are many views 
about the usefulness of the 
framework – for example, 
that the framework should 
not be the ultimate driver for 

the development of IFRS but 
that it should be aspirational, 
with each IFRS disclosing how 
it relates to the framework, 
especially where a departure 
is made. However, if there 
is to be consistency, IFRS 
should be derived from the 
objectives and concepts of 
the framework. Inconsistencies 
between the framework and 
IFRSs raise questions about 
the framework as a conceptual 

basis for IFRS. 
Currently, 

the framework 
assists preparers 
in dealing with 
transactions that 
are not the subject 
of an IFRS. IAS 
8, Accounting 
Policies, Changes 
in Accounting 
Estimates and 
Errors, sets out 
the role of the 
framework in this 
situation. In the 

absence of a standard or an 
interpretation that specifi cally 
applies to a transaction, 
management must use its 
judgment in developing and 
applying an accounting policy 
that results in information 
that is relevant and reliable. 
In making that judgment, 
management must refer 
to the following sources in 
descending order:

* the requirements 
and guidance in 
IASB standards  and 
interpretations dealing with 
similar and related issues

* the definitions, recognition 
criteria and measurement 
concepts for assets, 
liabilities, income and 
expenses in the framework.

There are several 
inconsistencies between 
existing IFRSs and the 
proposed Conceptual 
Framework currently being 
developed. It appears 
that there will not be an 

automatic revision of IFRSs 
upon publication of a revised 
Conceptual Framework. A full 

review and immediate 
alignment of all existing 
IFRSs with the revised 
framework seems to 
be a good approach 

but this may undermine 
IFRS as a stable platform 
for preparers and users. 
IAS 8 is expected to be 
even more applicable 

and important for 
preparers if the conceptual 

guidance being developed is 
more detailed than the current 
framework.

There are certain 
underlying defi nitions that 
are currently used in IFRS 

but not dealt with by the 
framework. The term ‘business 
model’ was used for the 
fi rst time in IFRS 9, Financial 
Instruments (2009). A reference 
to the business model was also 
included in the 2008 exposure 
draft of the Conceptual 
Framework but not published 
in the fi nal version. 

The business model 
principle has already been 
implicit in IFRS for a while. 
IAS 40, Investment Property 
(2000), differentiates between 
real estate assets on the basis 
of the economic purpose of 
holding the asset. Opinions 
vary on the use of the business 
model concept. Some 
feel that it would enhance 
relevance, while others claim 
that it introduces bias into 
fi nancial reporting. 

While it has no defi ned 
meaning, the term is 
increasingly referred to 
in corporate reporting to 
describe an entity’s activities, 
its asset confi guration and 
its customers, products and 
services. The determination 
of the business model often 
determines the accounting 
treatment; an example would 
be accounting for fi nancial 
instruments under IFRS 9.

Thus it appears that there 
are signifi cant differences of 
opinion over the usefulness 

The IASB has 
come under 

criticism for not 
appropriately 
applying the 

framework for 
the purpose of 

developing IFRS
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and nature of the framework, 
which in turn causes issues 
for the IASB if it is to 
promote a framework-based 
teaching approach.

Framework-based teaching 
relates the concepts in the 
Conceptual Framework to the 
particular IFRS requirements 
being taught. Obviously, 
students must initially be 
taught the objective of 
fi nancial reporting and the 
other main concepts set out 
in the framework plus the 
economics of the particular 
transaction or event. 

Understanding of IFRS
Under this approach there 
would be discussion as to 
the extent to which the 
requirements are consistent 
with the objective and 
concepts set out in the 
Conceptual Framework. The 
approach attempts to give 
students an understanding 
of IFRS by relating the 

requirements to the objective 
of IFRS fi nancial information 
and the concepts that 
underlie IFRS and inform its 
development. Furthermore, 
there should be discussion 
as to why it was not cost 
effective to maximise the main 
concepts in the framework. 

The reasons for this are 
usually set out in the basis for 
conclusions that accompanies 
the standard and this 
document is a useful learning 
aid. Compromises are often 
reached with certain IASB 
members and their differing 
opinions are also a useful 
source of discussion.

IFRS fi nancial statements 
are based on estimates, 
judgments and models. 
The framework establishes 
the concepts that underpin 
those estimates, judgments 
and models, and provides a 
basis for the use of judgment, 
particularly where IAS 8 has to 
be utilised.

The development of 
students’ knowledge will 
progress from awareness 
through understanding to 
competence depending on 
the level of the programme. 
The approach can be used 
for a fi rst-year undergraduate 
course right through to 
immediately before qualifying 
as an accountant. The 
teaching would fi rstly create 
awareness of IFRS judgments 
and estimates, then develop 
an understanding of selected 
judgments and estimates, and 
fi nally develop competence 
in making judgments and 
estimates. In order to facilitate 
this approach, video/web 
clips and class discussions, 
case studies, extracts from 
published fi nancial statements, 
press reports and regulatory 
decisions could be utilised. 

This form of teaching 
is seldom found outside 
university courses and 
currently very few professional 

courses offer this approach 
to accounting students, 
and yet professional body 
examiners often complain 
of a lack of understanding 
of the principles of IFRS. It 
seems strange that the IASB 
and professional accountancy 
bodies are supportive of this 
approach but for various 
reasons it appears that most 
professional courses adopt a 
different approach to learning. 
Many students take a strategic 
approach to study looking 
upon the educational process 
as being purely success 
driven. ■

Graham Holt is director of 
professional studies at the 
accounting, fi nance and 
economics department at 
Manchester Metropolitan 
Business School

For more information:

                               ifrs.org
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Technical update
Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly 
roundup of the latest developments in audit, fi nancial reporting, tax and law

Reporting

FRS 102 amendment
The latest amendments 
to FRS 102 concerning fair 
value hierarchy disclosures 
are relevant only to fi nancial 
institutions and retirement 
benefi t plans and apply for 
accounting periods beginning 
on or after 1 January 2017, 
with early adoption allowed 
as long as this is disclosed. 
The amendment is to section 
34 of FRS 102 and furthers 
alignment with European 
Union-adopted International 
Financial Reporting Standards. 
You can see the changes at 
bit.ly/102-amend.

FRS 102 consultation
Many preparers will be 
considering FRS 102 for 

the fi rst time, and all the 
reporting options that they 
have available. The Financial 
Reporting Council (FRC) is 
looking at comments on all 
aspects of FRS 102 and its 
implementation. It is inviting 
comments by 31 October to 
be sent to ukfrsreview@frc.
org.uk. The FRC has said that 
these comments will form part 
of consultations to be issued 
in 2017.

If you want to suggest 
improvements to the standard, 
wish for more exemptions for 
smaller businesses or would just 
like no changes, please take the 
time and let the FRC know or 
send ACCA your suggestions 
so we can comment on your 
behalf. You can send these to 
advisory@accaglobal.com 
under the heading ‘FRS 102 – 
future changes’.

FRS 105 refresher
You can fi nd a refresher on 
the Small Companies (Micro-
Entities’ Accounts) Regulations 
2013, FRS 105 and the simpler 
reporting regime for micro-
entity accounts at accaglobal.
com/advisory. 

It is the micro-entities that 
have the greatest choice in 

reporting. As a reminder, a 
company is a micro-entity if 
it does not exceed at least 
two of the following three 
thresholds in relation to a 
fi nancial year:

* turnover not exceeding 
£632,000 (adjusted for 
periods longer or shorter 
than 12 months)

* balance sheet total not 
exceeding £316,000

* average number 
of employees not 
exceeding 10.
 

Tax 

Engagement letters 
ACCA, CIOT, ATT, AAT and 
STEP have released the new 
professional bodies guidance 
on tax engagement letters. 
Engagement Letters for 
Tax Professionals replaces 
Factsheets 173 and 174 issued 
in 2013 and 2012.

Along with guidance, fee 
and other letters, and model 
terms and conditions, it 
includes the tax letters for the 
following services:

* personal tax – individuals, 
sole traders and couples

* trusts and estates

* partnerships

* limited liability partnerships

* companies and 
associations liable to 
corporation tax- pre-
tagged accounts

* companies and 
associations liable to 
corporation tax-tagging 
services

* payroll services

* payroll services – 
auto-enrolment

* benefits in kind returns and 
class 1A NICs

* VAT returns

* HMRC tax investigations

* tax credit claims

* specialist tax advisory 
services.

These free member letters can 
be found at bit.ly/acca-letters.

Budget information/
Finance Bill
The free ACCA Budget 
newsletter was sent to just over 
17,500 members, who took and 
reused the content in record 
numbers. It had open rates of 
45%, click-through rates of 23% 
and individual articles were 
viewed more than 30,000 times. 
The top 10 guides and articles 
were each viewed more than 
1,000 times, with the guide to 
the Budget being the most 

Audit appointments

NHS trusts and clinical commissioning groups (CCGs) must select and appoint their own 
auditors and directly manage their contracts for the audits for the fi nancial year starting 
on 1 April 2017. Guidance issued regarding the requirements under the Local Audit 
and Accountability Act 2014 for NHS trusts and CCGs sets out the legal requirements, 
the National Audit Offi ce’s code of audit practice, a core specifi cation for audit services 
and advice on options for procurement and the use of frameworks. It highlights that 
appointments must be made by 31 December 2016 and that the main requirements are: 

* an auditor panel must be appointed to advise on the appointments 

* the appointment can be for longer than a year but there must be a new appointment at 
least once every five years (Part 3, section 7(2) of the act). 

More at bit.ly/audit-nhs. 
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popular. The most popular 
article concerned directors’ 
overdrawn loans. This was a 
reminder that from 6 April 2016 
the rate of tax charged on 
loans to participators increased 
to 32.5%. The new rates apply 
to loans made and benefits 
conferred by close companies 
on or after 6 April 2016. 

If you did not receive the 
free Budget newsletter and 
guides you can still see, take 
and use them at bit.ly/acca-
budget-2016. 

The Finance Bill was 
published in late March and 
readings and committees are 
taking place. You can view the 
progress of the bill at bit.ly/
finance-bill and find guidance 
on certain areas at accaglobal.
com/advisory. (See also ‘Back 
to basics’ on how to make a 
Finance Bill on page 70.)

Making tax digital 
HMRC has been quiet for a 
while but we can expect more 
soon. You can find more on 
‘making tax digital’ at bit.
ly/acca-tax-digital. Also, 
thank you for the comments 
sent to date on making tax 
digital; we used one that was 
representative of your views 
in our Budget newsletter. 
You can continue to send 
your valuable comments to 
advisory@accaglobal.com 
with a subject line ‘Making tax 
digital’. See also ‘Thin end of 
the wedge?’ on page 58.

Company distributions
The consultation Company 
Distributions highlighted the 
concern that the changes 
to taxation of dividend 
income and share disposals 
would drive some to look 
to dividends and capital 
distributions rather than 
salary or income. The 
government has stated that 
it ‘will continue with plans to 
amend the Transactions in 
Securities rules and introduce 
a new TAAR [Targeted 
Anti-Avoidance Rule]’. The 
government comments 

that the legislation will be 
amended so that: 

* it will not apply to minority 
shareholders 

* ‘arrangements’ is clearly 
defined

* distributions will not be 
treated as income to the 
extent that they represent 
the capital gains ‘base cost’

* the exemption for 
distributions of 
irredeemable shares will 
be widened to ensure 
that the TAAR does 
not apply to standard 
‘liquidation demergers’.

The revised legislation is part 
of the Finance Bill 2016 and 
remains due to come into 
effect from 6 April 2016. More 
at accaglobal.com/advisory.

Travel and subsistence
The government’s response to 
the travel and subsistence (T&S) 
discussion paper (see page 54, 
AB November 2015) has been 
to conclude that although the 
current regime is not perfect, 
the proposed framework in 
the paper will not be taken 
forward. They state that they 

‘heard a clear message that, 
although complex in parts, the 
current T&S rules are generally 
well understood and work 
effectively for the majority of 
employees’. In the conclusion 
it is stated that the government 
‘believe that the proposed 
framework does not provide 
enough simplicity to justify 
the upheaval for employers 
or the potential cost to 
the Exchequer.’

There are, though, a 
number of changes to 
travel and subsistence that 
came into effect from April. 
These include: 

* voluntary payrolling of 
benefits in kind

* an exemption for paid 
or reimbursed qualifying 
expenses that removes the 
need for dispensations

* abolition of the £8,500 
threshold

* an exemption for trivial 
benefits in kind, which 
allows employers to treat 
certain low-value benefits 
in kind as exempt from 
tax and national insurance 
contributions. 

More at accaglobal.com/
advisory.

Consultation
In the consultation Corporate 
contributions to grassroots 
sports, it is highlighted that 
‘payments made to sports 
clubs or in connection with 
sporting events are not likely 
to be allowable deductions 
in calculating profits of a 
trade for tax purposes, as the 
payments would not normally 
meet the test of being 
“wholly and exclusively for the 
purposes of the trade”. There 
are however three specific 
ways in which a deduction can 
be given: 

* sponsorship 

* payments to Community 
Amateur Sports Clubs 
(CASCs) 

* payments to charitable 
bodies.’

It seeks to identify additional 
ways the government can 
support contributions from 
companies through the 
corporation tax system. 
It’s open until 15 June and is at 
bit.ly/cons-sport. » 

Tax returns

HMRC has started promoting a two-step verification to taxpayers when they log into Your 
Tax Account. It is promoted as an added layer of security. Those who choose to activate 
the new two-step verification service will be asked for their mobile phone number. Then, in 
future when they log in, HMRC will text them a code to gain access.
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Tax relief: P2P loans
The final technical guidance 
has been issued for the 
Savings and Investment 
Manual, which replaces the 
previous draft guidance. It 
sets out the rules on how 
to apply income tax relief 
for irrecoverable loans that 
occur on peer-to-peer (P2P) 
investments under Chapter 
1A of Part 8 Income Tax Act 
2007. The tax relief allows 
P2P loans that become 
irrecoverable to be relieved 
by the lender against interest 
that they receive from other 
P2P loans. SAIM 12110 
Amount of peer to peer tax 
relief available highlights that 
the P2P loans can only be set 
against interest received by 
the lender on other P2P loans. 
It cannot be used against any 
other form of income and the 
amount of relief available is 
the amount originally lent, 
less any repayments of the 
principal of the loan already 
received. It highlights that, 
where the right to recover the 
loan has been assigned, the 
amount of relief available is 
the lower of: ‘1) The amount 
paid for the right to receive 
the principal of the loan less 
subsequent repayments 
[and] 2) The amount of 

the principal of the loan 
outstanding on assignment, 
less subsequent repayments’.

It is also highlighted that, 
for the new tax year, relief for 
irrecoverable P2P loans is given 
by deducting the amount of 
irrecoverable P2P loans from 
the P2P interest that the lender 
receives from other P2P loans, 
when calculating the lenders 
taxable income for the tax year 
in which the amount became 
irrecoverable. So from 6 April 
2016, relief for irrecoverable 
P2P loans against income 
from P2P loans that are made 
through the same platform will 
be given automatically – that is, 
without the need for the lender 
to make a claim in a tax return.

You can see the guidance 
at bit.ly/saim12000.

Tax strategy 
Large businesses have to 
prepare and publish their tax 
strategy both on the internet 
and as a separate document 
or a self-contained part of a 
wider document. 

A company or a partnership 
falls within the scope of the 
new regulations if it satisfies 
either of the balance sheet 
and turnover conditions on the 
last day of its previous financial 
year. These are that the 

company’s turnover was more 
than £200m or balance sheet 
total was more than £2bn. 

The guidance states 
that ‘the strategy should 
be published for the first 
time in line with the start 
of the next financial year 
after Royal Assent of 
Finance Bill 2016. After 
this, the strategy must not 
be published less than 
nine months, or more than 
15 months, after the day on 
which the previous strategy 
was published’.

It is also highlighted that 
the tax strategy must set out 
the group’s, sub-group’s, 
company’s or partnership’s:

*  approach to risk 
management and 
governance arrangements 
in relation to UK taxation

*   attitude towards tax 
planning (so far as it affects 
UK taxation)

*   level of risk in relation 
to UK taxation that it is 
prepared to accept

*   approach towards its 
dealings with HMRC. 

It is also mentioned that the 
‘requirement for businesses 
to publicly communicate 
their tax strategy is separate 
to and distinct from the 
OECD’s country-by-country 

reporting model’.
You can see more at bit.ly/
tax-strat.

Accountex
On 11 and 12 May ACCA 
will once again have a 
stand and lecture theatre 
at Accountex. Over the two 
days at ExCel London you can 
hear speakers at the ACCA 
theatre talk on themes such 
as making tax digital, FRS 
102 implementation, how to 
promote your business via 
awards, current legal claims 
and how to avoid them, 
cybersecurity, and how to 
thrive in a challenging world 
of change.

Our speakers to entertain 
and inform you include 
Charles Gubbins, Margaret 
Zuppinger, Mark Lee and 
Kevin Reed. You can see a full 
list at accountex.co.uk. 

Register for your free 
ticket(s) now at bit.ly/tix-free.

Law

Consultations
The Protection for micro 
businesses in non-regulated 
sectors consultation is open 
until 9 June. It suggests 
possible interventions where 
micro businesses may not 
have sufficient support and 
protection in negotiation and 
the purchasing of goods and 
services. It highlights that the 
previous call for evidence 
favoured greater protections, 
and that a perceived unequal 
bargaining position existed 
between micro business 
purchasers and larger 
suppliers. The consultation 
seeks views on three areas:

* the planned small business 
commissioner whose 
functions will include 
providing information on 
current rights for micro (and 
other small) businesses

* guidance for businesses 
(statutory or otherwise) 
when supplying to micro 
businesses 

* requiring businesses to 

Company ownership 
and control
In comments on the ‘Panama papers’, the 
government has highlighted that the ‘UK 
will publish its own register of company 
beneficial ownership from June 2016, 
making it clear who the real owners of 
companies are, the first major country 
to have such a list in place and the 
information it contains will be free 
for anyone to access’. As previously 
highlighted, all companies and LLPs will be 
required to keep a people with significant 
control register from 6 April 2016. They 
will need to send the information to 
Companies House with their confirmation 
statement from 30 June 2016. You can 
find out more, including a client guide, at 
accaglobal.com/advisory. 
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provide pre-contract 
information about key 
terms when supplying 
micro businesses.

More at bit.ly/micro-cons.

The Converting to a Charitable 
Incorporated Organisation 
(CIO) consultation is open until 
10 June and considers:

* the process to allow a 
charitable company to 
convert to a charitable 
incorporated organisation 

* the process to allow 
a community interest 
company to convert to a 
charitable incorporated 
organisation 

* consequential provisions.
One of the benefits of CIOs 
is that they provide limited 
liability protection for 
trustees while only requiring 
the Charities Act to be 
complied with rather than 
the Charities and Companies 
Acts for companies limited by 
guarantee. The consultation 
highlights that there is 
‘currently no conversion 
process for CICs to become 
CIOs and limited provision 
for charitable companies. The 
draft regulations will create 
such a conversion process 
for CICs and supplement 
the process in place for 
charitable companies’. The 
aim is to allow for a simple 
conversion. The consultation 
highlights the following 
conversion timetable:
1. For charitable companies 

to CIOs: 

* 1 October 2016: 
charitable companies 
with an annual 
income greater than 
£500,000

* 1 December 2016: 
charitable companies 
with an annual income 
between £250,000 and 
£500,000

* 1 February 2017: 
charitable companies 
with an annual income 
between £100,000 and 
£250,000

* 1 April 2017: charitable 

companies with an 
annual income between 
£25,000 and £100,000

* 1 July 2017: charitable 
companies with an 
annual income of less 
than £25,000 

2. For CICs to CIOs:  
1 October 2017.

You can view the consultation 
at bit.ly/conv-cio.

Access to finance

Academies
Reporting and payment 
arrangements for the 
financial year 2016-17 for 
academies and free schools 
to be reimbursed under the 
‘golden hello’ initiative have 
been finalised. The guidance 
states that ‘claims received 
between 15 March 2017 and 
31 March 2017 will be retained 
by NCTL and reimbursed in 
April 2017. If the academy 
requires reimbursement 
within FY 2016-17, the 
payment will need to be 
made to the teacher and 
the [claim] submitted before 
15 March 2017.’

The guidance is available at 
bit.ly/gold-hello.

SME data sharing
If a small or medium-sized 
enterprise (SME) gives 
permission, new regulations 
require certain banks to share 
information they hold on 
them with designated credit 
reference agencies. In turn, the 
agencies must provide equal 
access to this information 
to all approved finance 
providers. The government’s 
aim is that this will open up 
access to SME credit data, 
producing a levelling of the 
playing field between the 
major banks and alternative 
finance providers. ■

National minimum wage

Calculations and record-keeping are important. For 
example, apprentices must be paid at least the minimum 
wage for the time they spend training or studying as part 
of their apprenticeship, as well as the time they spend 
working. You would expect an apprenticeship contract to 
be a written contract that specifies: 

* the rights and obligations of the employer and the 
apprentice

* what training is to be provided and to what level

* the length of the apprenticeship

* the pay rates.
Not all employees will have such a specific contract and it 
is important to understand what counts as pay. 

The following do not count as pay for minimum 
wage purposes: 

* loans 

* advances of wages 

* pension payments

* lump sums on retirement 

* redundancy payments 

* rewards under staff suggestions schemes 

* tips, gratuities, service charges and cover charges 
from customers regardless of whether they are paid 
through payroll or are given direct to workers by 
customers or a troncmaster

* certain elements of overtime, shift premiums and bank 
holiday premiums. The ‘premium element of pay’, the 
amount the higher pay rate exceeds the worker’s basic 
rate, does not count towards minimum wage pay 

* special allowances over and above standard pay don’t 
count towards minimum wage pay unless they are 
consolidated into the worker’s standard pay or they 
relate to the worker’s performance

* benefits in kind.
You can find the guidance on calculations, deductions, 
working time and worker types at bit.ly/cal-nmw.

For more information:

See the list of courses 
and CPD events on 
technical topics at 

accaglobal.com/events
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Snapshot: tax

Getting to grips with big data is set 
to be one of the biggest challenges 
facing regulators – and tax 
practitioners – over the next decade. 

Tax authorities are increasingly 
gathering data digitally and 
have more information than ever 
before about companies, but big 
data brings its own challenges. 
A group with subsidiaries in even 
a few territories may have to keep 
a general ledger for worldwide 
consolidated reporting, local GAAP 
accounts, and perhaps even local 
books and records. It may not 
be possible for all of these to be 
consistent with a single data fi le, 
and even where it is, the task of 
achieving that is not trivial.

In an international environment 
in which some tax authorities are 
already taking aggressive enquiry 
positions to raise tax revenues, 
handing over more raw data could 
feasibly lead to countries competing 
over taxing rights on profi ts. 

Efforts to improve the process 
for resolving tax disputes between 
countries are lagging behind those 
intended to prevent the erosion of 
tax bases. Tax disputes can easily 
lead to effective double taxation, 
with organisations caught between 
more than one tax system. 

As the drive for digitalisation 
gathers pace, practitioners will 
need to stay close to developments 
and ensure that clients have an 
effective digital strategy in their 
toolkit for managing tax risk.  
 
Andrew Seidler, tax partner, RSM

The view from

I used to play tennis full time. I enjoyed 
several years on the men’s professional 
‘Futures’ circuit, playing around Europe 
and further afi eld before injuries forced 
me to reassess my future.

At school I enjoyed maths and had 
strong analytical skills. Coupled with an 
interest in business, accountancy looked 
like a sensible career choice. I applied 
to join PwC’s HeadStart scheme and was 
fortunate to be recruited. I was given 
the opportunity to study for the ACCA 
Qualifi cation in 2009 and took two exams 
per sitting, completing my studies in 2012.

Today I am a manager in the assurance 
practice. It is primarily an audit role. 
Working through the junior levels the 
focus was on the testing aspect of an 

audit. As I have progressed, the focus 
is increasingly on project management, 
coaching and more technical areas. 
Regular communication with the 
partner and client is also key. My audit 
teams vary – from around fi ve individuals 
for smaller projects to as many as 30 
on the most complex audits.

For our larger clients, it becomes a 
year-round process. The clients I work 
with tend to be across the entertainment 
and leisure sectors, as well as in fi nancial 
and other services. While we focus on 
a key year-end piece of work, we are 
always there to support them at other 
points of the year; for example, quarterly 
or half-year reporting deadlines. 

Many of our clients are part of wider 
international groups. This means I spend 
a lot of time directing or collaborating 
with people overseas, across different time 
zones. One of the benefi ts is seeing how 
people work in different cultures.

The breadth of the ACCA Qualifi cation 
has given me a solid technical base. 
It has helped me to understand the key 
concepts in accounting, taxation and audit. 
Working full time at PwC while studying 
gave me a real insight into what businesses 
are interested in and proved invaluable in 
terms of my development.

I also benefi ted from participating in 
ACCA’s Leaders of Tomorrow (LoT) 
programme. Client relationships are vital 
in my role, and LoT’s networking workshop 
proved invaluable. It also gave me access 
to the kinds of soft skills that are not 
always available to people at this stage of 
their career. Meeting people from across 
both industry and practice opened my eyes 
to how broad the accountancy world is.

While tennis remains a hobby, I like to 
try new activities. I relish new challenges. I 
have tried taster sessions in sailing, rowing, 
climbing, snowboarding and mountain 
biking. I also like to visit our local Art Deco 
cinema whenever I get the chance. ■

Alexander Hutchings ACCA, manager at PwC and 
ex-professional tennis player

ACCA’s LoT 
programme gave 

me access to 
the kinds of soft 

skills that are not 
always available to 

people at this stage 
of their career
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Thin end of the wedge?
While the government insists that the new pay-as-you-go tax system is a voluntary 
initiative, many fear that this is a stealth move towards mandatory quarterly reporting

Tucked away in the 2016 Budget ‘red 
book’ is a reference to a new ‘pay-as-
you-go’ tax system, aimed squarely at 
small businesses, the self-employed 
and landlords. The suggestion is 
that by 2018 those businesses that 
are keeping records digitally and 
providing regular digital updates to 
HMRC can, if they wish, adopt pay-as-
you-go tax payments.

The move will form part of the 
government’s wider Making Tax Digital 
initiative, aimed at both businesses and 
the individual taxpayer.

According to the Treasury document, 
pay-as-you-go will enable businesses, 
the growing army of self-employed 
workers and the potentially dwindling 
number of landlords to choose payment 
patterns that suit them and allow them 
to better manage their cashflow. This 
system will, the red book asserts, be 
voluntary. At the same time, chancellor 
George Osborne has pledged to explore 
options that will simplify tax rules for 

these taxpayers, to 
reduce 

administrative burdens and ensure that 
regular digital updates work smoothly.

The moves are a very clear indication 
of the direction of travel in HMRC’s 
digital thinking. But no matter how much 
HMRC or the Treasury protest, the view 
among some tax advisers is that this is a 
stepping stone to compulsory quarterly 
digital reporting and an accelerated form 
of tax payment.

‘If the aim is to accelerate tax 
payments so that we move wholly 
towards quarterly payment on account, 
that is going to have a dramatic and 
adverse impact on the self-employed 
and landlords,’ says George Bull, a 
senior tax partner at RSM. Bull says 
there is HMRC data suggesting that 
£17bn of income tax is paid by the self-
employed; by bringing forward payment 
dates for self-employed income tax to 
coincide with quarterly returns under 
the new digital tax accounts system, the 
chancellor could accelerate tax collection 
by anything up to a one-off windfall of 

£6bn, Bull speculates. 
‘This would be 

cash sucked 
out of 

these 

traders’ businesses,’ he says, ‘but where 
is this cash going to come from, because 
they are not noticeably cash rich?’

And this is Bull’s fear: ‘Although 
pay-as-you-go is offered as something 
that people can adopt, I would be very 
surprised if within a year or two of this 
facility being offered, it didn’t become 
a mandatory requirement. HMRC, the 
software providers, the banks and tax 
advisers have got to regard this as a 
clear, definite direction of travel.’

Richard Morley, tax partner at BDO, 
agrees. ‘The 2016 Budget slipped in pay-
as-you-go tax payments as optional, but 
you can see where HMRC is going,’ he 
says. ‘HMRC wants to move to a situation 
where it is collecting tax earlier.’

Heated debate
It is this feared direction of travel that 
is making the debate around digital tax 
accounts so heated. Treasury secretary 
David Gauke is on record as saying that 
another key component of the move to 
digital tax accounts, quarterly updates, 
‘does not – repeat, not – mean four tax 
returns a year’. 

And speaking at the recent 
Xerocon conference, Brigid McBride, 
HMRC’s head of application 
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programming interface and third-party 
software, said: ‘One of the things our 
customers tell us, particularly in the 
small business community, is that they 
would like certainty over their tax affairs. 
We would like to collect and process 
information affecting tax as close to 
real time as possible to stop tax due 
or overpayments building up and 
help businesses manage their tax and 
cashflow more effectively. This will give 
them greater certainty over what they 
owe, and by updating our information 
in real time we believe we can give 
businesses that certainty.’

McBride reiterated the government’s 
position that from April 2018 all 
businesses, including those individuals 
who are self-employed and letting out 
property, will update HMRC at least 
quarterly where it is their main source 
of income. ‘When I say update, I mean 
a very light approach in line with very 
simple digital solutions that we are 
designing and rolling out,’ McBride said.

But there is still a great deal of 
uncertainty among tax advisers, and 
even software providers, about the 
extent and compulsory nature of the new 
digital tax accounts, both for businesses 
and individuals. As Gary Turner, UK 
managing director of accounting 
software provider Xero, says: ‘Having 
shared that we are going to build 
this modern tax system, there is still a 
vacuum in terms of the technical detail. 
Is it four tax returns or one? I think even 
HMRC itself would concede it has not 
won the communications battle.’

But Turner is sure that HMRC will 
take on board the concerns that people 
have. ‘There will not be a sudden switch 
in two years’ time,’ he says. ‘HMRC has a 
determination to change but also takes a 
pragmatic view. They will take on board 
the concerns that people have.’

Turner has some sympathy for 
HMRC’s position, arguing that frankly 
the taxman doesn’t want every scrap 
of financial information. ‘I think people 
are quick to forget that online filing 
for payroll came out in 2002 and real 
time information (RTI) has been around 
for three years, and it works at scale; 
there are one million employers in the 
UK, and there are and tens of thousands 
of businesses doing their VAT returns 
online every month. So this isn’t their 
first rodeo. They don’t want all your 

banking transactions; they just want to 
know what your interest has been.’

However, ACCA is less sympathetic. 
Commenting after the parliamentary 
debate in January on digital tax 
accounts that made reference to RTI, 
ACCA said: ‘We have highlighted that 
this initiative [RTI] cannot be seen as 
comparable as it was simply the transfer 
of a recognised and existing process 
to an online-only format. We recognise 
that the current proposals involve what 
for many businesses will be an entirely 
new process, and crucially will impact 
upon the three to four million of the 
smallest businesses not affected by RTI 
who cannot be expected to engage an 
accountant or bookkeeper four times a 
year to assist.’

As Morley says, ‘It is difficult for very 
small business and the self-employed to 
report once a year, let alone four times a 
year. It will be a further obligation. In an 
ideal world, everyone would like to keep 
on top of their affairs and make sure 
everything is up to date, but people do 
miss filing deadlines.’

Risky business
Morley also raises the risks surrounding 
the technology; security and 
confidentiality will be key to the success 
of HMRC’s digital transformation: ‘Will 
the technology be fit for purpose? Will it 
enable me to do what I want to do and 
keep my information confidential and 
safe?’ he asks. ‘HMRC will have to allay 
people’s concerns over security.’

HMRC recognises this risk. In an IT 
strategy report published earlier this 
year, HMRC noted: ‘[The] move towards 
a digital service increases the risk to all 
of HMRC, government and UK plc. The 
ambition to transform the IT delivery 

model, at the same time as develop 
services and the infrastructure required 
to deliver new digital services, is a 
challenge and comes with significant 
levels of risk.’

At the same time, concerns still 
remain over how the digitally excluded, 
which could include many self-employed 
people, will be catered for in this new era. 
As mentioned, the Budget announced 
a commitment to explore simplifying 
the tax rules for people and businesses 
that will be keeping records digitally, 
and providing regular digital updates 
to HMRC through the new digital tax 
accounts. This could include flexible 
payment options for these groups. 

But as Anthony Thomas, chairman 
of the Low Incomes Tax Reform Group, 
says: ‘While we welcome any move 
to simplify the tax rules, it is unclear 
from the announcement whether such 
simplification will extend to the taxpayer 
who is unable to engage digitally, or 
whether the benefit will be confined to 
those who can manage their tax affairs 
online. Although we are supportive of the 
government’s ambition to exploit digital 
technology to assist tax collection and 
compliance, a very significant proportion 
of the population, often the most 
vulnerable, remain digitally excluded.’

Which is why a £71m investment 
in HMRC’s services, also announced 
in the Budget, could prove crucial. 
‘This investment will be essential to 
help taxpayers get to grips with their 
new digital reporting requirements as 
HMRC’s Making Tax Digital programme is 
rolled out over the next four years,’ says 
Chartered Institute of Taxation president 
Chris Jones. ‘If Making Tax Digital is to 
proceed as planned, and on time, then 
the government must make sufficient 
resources available to ensure that high-
quality education and support is available 
to every taxpayer who needs it.’ ■

Philip Smith, journalist 

‘The 2016 Budget 
slipped in pay-

as-you-go tax 
payments as 

optional, but you 
can see where 

HMRC is going’

For more information:

ACCA is encouraging members to 
send their views on the government’s 

digital tax initiative to advisory@
accaglobal.com with a subject line 

‘Making tax digital’. You can find 
more guidance at accaglobal.com/uk/

digitaltax
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Finding a niche
Increased automation, rising audit thresholds and a host of 
other pressures on small and medium-sized practitioners 
all contribute to the view that it is time to specialise

With the number of business startups 
in the UK at a record high, the SMP 
sector should be an exciting place. 
Yet considering that only 45% of new 
companies in 2015 were expected to 
survive to 2020, is there more that 
practices could be doing to secure the 
future success of their clients? And are 
practices fearing the disruptive change 
brought about by technology, or 
embracing it to enhance their services 
and client relationships?

It’s no surprise that accounting and 
business software providers are firmly in 
the glass-half-full camp of technological 

potential and opportunity. ‘It’s like a 
renaissance: old rules are being thrown 
out; new ways of working are coming in. 
It’s fascinating watching it play out – the 
way technology has a transformational 
quality. The PC was amazing, the internet 
was amazing, but in my view that was just 
a preamble to what’s happening now, with 
the real revolution off the back of cloud 
and new devices,’ says Gary Turner, MD of 
software provider Xero.

This, says Turner, is likely to mean the 
SMP space will look very different in 10 
years’ time. He says accountants are being 
squeezed from both ends, with customers 

and the government wanting them to 
digitise. Meanwhile, the larger, older 
SMPs may start feeling squeezed, with Big 
Four firms moving into the SME market 
from one side and startup practices using 
cloud technology on another.

The report UK Accountancy Insights 
and Benchmarking 2015 – co-authored 
by SME finance solution provider Syscap, 
and fellow business software developers 
IRIS and Panalitix – concurs that the 
accountancy profession is going through 
a period of disruptive change, under 
pressure from new technology that is 
commoditising traditional services and 
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cheap overseas providers. However, it 
also suggests there are opportunities 
for practices to diversify their service 
offerings, mainly by deploying technology 
to automate the compliance side of 
their business while expanding the client 
support and value-added services.

Sean Read, sales and marketing 
director at Syscap, describes the sector 
as ‘a huge, fragmented mosaic of firms 
of different sizes, service provisions and 
sectors. One way this mosaic might 
simplify over time is by firms specialising’.

Pick a speciality 
For Rudy Chen, founder and director of 
Yes Accountants, specialising in services 
for startups is a way of decommoditising. 
‘Each year around half a million new 
companies are setting up,’ he says. ‘The 
new startup market is there, with younger 
and younger people at the helm. I have 
clients who are 25, 26 years old – and 
they’re getting more aggressive.’

Similarly, Wesley Rashid, founder of 
The Accountancy Cloud, which specialises 
in financial services for tech startups, says 
that key to his firm’s success is positioning 
itself not as a ‘typical accountant’ but as 
a long-term partner. ‘This means moving 
outside a retrospective role, striving to 
be proactive and getting a feel for what’s 
on the ground to give useful insight to 
our clients so they can make business 
decisions that will impact their success. 

‘Some tech startups can go through 
two or three rounds of fundraising within 
the first two years of operating in order 
to become global businesses,’ says 
Rashid. ‘A traditional, one-box way of 
handling accounts for those types of client 
just isn’t going to work.’

The notion that traditional, 
‘shoebox’ accounting is losing its value in 
contemporary business is not new. Talk of 
SMPs needing to ‘diversify or die’ in the 
face of service commoditisation has been 
around since NatWest was expected to 
buy up every practice and take over the 
SMP market 20 years ago. ‘But it hasn’t 
happened,’ points out Banaras Azam, 
director at DH Business Advisors. ‘Some 
of our clients are using bookkeeping and 
payroll services from abroad; because 
a lot of it is automated, it can be done 
outside your immediate vicinity. But those 
people who need good advice will still 
prefer something domestic, and although 
some of our clients will seek help from 
abroad, the end results are strategised 
and decided upon here,’ says Azam.

Offshore companies, particularly in 
Asia, are proving capable of performing 
compliance tasks equally well, for 
a fraction of the cost, and are very 
aggressive in their selling techniques. 
This, according to Read, will force 
more UK practices into evaluating their 
businesses, especially those historically 
reliant on audit and compliance work, 

which clients will see increasingly less 
value in sourcing domestically. 

‘It’s harder to suddenly evolve into a 
more consultative type of practice, where 
you’re trying to be on the front foot for 
your clients, and trying to get your clients 
on the front foot – but that’s where the 
future lies. Audit-driven practices are the 
ones most immediately threatened by 
cloud solutions and offshoring,’ says Read.

The customer experience
So, how can an SMP go about 
diversifying? The report recommends 
giving clients more contact time and 
increasing the value of that time to them; 
creating and promoting new services 
that give clients extra support; and 
becoming real-time accountants. Rashid, 
Azam and Chen point out they have been 
quick to integrate new services and offer 
clients extra by integrating technology 
and providing a supportive, growth-
orientated level of service.

These strategies are echoed by 
Turner: ‘The smart practices are not just 
thinking about the point-to-point service; 
they are also thinking about customer 
experience – and that’s where they can 
build competitive advantage.’

While some warn of technology 
diminishing the role of the accountant, 
others – software providers and 
accountants alike – see the potential 
for greater business partnering, but 
with caveats. ‘Real-time accounting 
is something I’m promoting, trying to 
get clients to monitor their finances as 
a real-time business as opposed to a 
traditional shoebox approach, where we 
churn out accounts for compliance sake,’ 
says Chen. ‘The kind of technology that 
allows startups to look at their finances 
in real time does attract them; however, 
there’s a higher cost attached to it, so it all 
depends on the client’s needs.’

Rashid warns that there has to be 
some control: ‘We want to make sure 
the information we provide is up to date, 
which can only really come from us. You 
can do a self-serve model, but investors 
won’t see it as credible information.’

For Chen, accountants still play an 
important role in interpreting financial 
figures to their clients. ‘Accountants have 
to wear different hats in order to tackle all 
business scenarios: an accountant’s hat, a 
tax adviser’s hat, a business adviser’s hat, 
or an auditor’s hat.’ ■

Neil Johnson, journalist

Accountants 
are being 

squeezed from 
both ends, with 
customers and 

the government 
wanting them 

to digitise

Rise and fall

* 600,000 new businesses started 
in 2015

* 50,000-60,000 new startups per 
month

* Only 45% last five or more years

Source: StartUp Britain

Service suggestions

1. Revenue enhancement
2. Cashflow analysis, forecasting 

and monitoring
3. Profit improvement programmes
4. Debt restructuring
5. Debtor management service
6. Stock management service
7. Bookkeeping sourced from 

lower-cost countries
8. Virtual management accounting
9. Cloud conversions
10. ‘Sorting out the numbers’ 

programmes
11. Planning sessions
12. Monitoring and accountability 

programmes

Source: UK Accountancy Insights 
and Benchmarking 2015
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Up to scratch
Benchmarking your practice against the competition allows you to identify your 
business’s strengths as well as areas where you can improve

Benchmarking is essentially 
about measuring the quality and 
effectiveness of your fi rm’s systems 
and service delivery against your 
own past performance and – 
perhaps more revealingly – against 
the performance of comparable 
fi rms. ‘It gives you a starting point 
to identify what needs to change 
and why,’ says Jon Baker, co-founder 
of consultancy the Excedia Group, 
‘and if you take action on the results, 
your practice should become more 
effi cient and profi table.’

Organisations such as AVN 
gather and publish benchmarks from 
owner-managed accountancy fi rms, 
which you can receive as part of your 
membership. But you can also form 
or join an informal comparison group. 
Alan Woods, director at Wirral-based 
accountancy fi rm Woods Squared, 
does just this: ‘We benchmark 
ourselves against eight other fi rms on 
a bi-monthly basis, when we meet and 
share best practice in terms of software 
and systems,’ he says. However, he 
admits the group does not share any 
specifi c numbers.

Mark Lee runs the Inner Circle for 
Accountants, a roundtable group for 
smaller fi rms and sole practitioners. 
He says informal benchmarking 
arrangements can be a challenge 
unless there is trust and agreement 
over what data will be shared. 

Simon Chaplin, owner of 
GreenStones Accountants in 
Peterborough, also runs two 
‘mastermind groups’. He says: 
‘Once you have established trust, 
the members will share fi nancial 
information readily, and you can’t get 
any better, up-to-date comparative 
information than that.’ Twelve of the 14 
mastermind group members are from 
fi rms of a similar size to Chaplin’s. 

It is also important to benchmark 
against fi rms with similar challenges 
and specialisms. ‘Our franchise 

work is lower margin than “traditional” 
accountancy; I’m sure all fi rms have other 
quirks they need to bear in mind,’ says 
Carl Reader, director at Swindon-based 
accountancy fi rm Dennis & Turnbull.

At a recent Inner Circle roundtable, 
members benchmarked the fees they 
would quote for a number of specifi c 
clients. ‘The variations were quite 
astonishing, and a couple of members 
resolved to increase their prices specifi cally 
after hearing how others justifi ed and sold 
their higher fees,’ says Lee.

More income generally leads to higher 
profi ts, so most fi rms track and measure 
annual fees per partner (or owner). In 
smaller fi rms, these are typically £332,000, 
according to NatWest’s 2015 fi nancial 
benchmarking report – accountancy fi rms, 
which looks at fi rms with fee income up 
to £30m. With a lower-quartile median 
of £252,000 and an upper-quartile of 
£435,000, some clearly fi nd it much easier 
than others to generate more per partner.

Poor productivity
The report also shows poor productivity 
overall. The median for recorded annual 
chargeable hours per fee earner is just 
1,000. Firms should measure (and take 
steps to improve) ‘fees per fee earner’. 
In the least productive small fi rms, the 
median annual fee income is £78,000; 
in the most productive, £211,000. Alan 

Kennedy, business growth specialist 
and director at accountancy fi rm Smith 
Kennedy in Witney, Oxfordshire, says: 
‘You should also address limiting factors 
of which, in small fi rms, “partner time on a 
job” is usually the highest.’

But the most important benchmark 
is not fees, but profi t. Robert Mowbray, 
owner of consultancy Taylor Mowbray and 
author of the report, says: ‘It’s amazing how 
many fi rms focus too much on fees and not 
enough on profi t. Historically, this has been 
because fi rms have always found it easier 
to measure fees billed than to calculate 
the profi t earned for different types of 
work. This has resulted in some strange 
behaviours, with many partners being too 
focused on the size of their fee portfolio 
rather than the profi t being made.’

The report shows that, in smaller fi rms, 
the median profi t per equity partner 
is £77,000. However, the variance is 
signifi cant: the lower-quartile median 
is £52,000; the upper-quartile £133,000. 
There are also notable differences 
by region: the median is highest 
in London and the South East 
at £108,000, compared with 
the South West, where the 
median is £57,000.

Firms have 
historically aimed 
at a third of their 
income as profi t, 

Magic formula 

Gearing (the total number of fee 
earners per equity partner)

x
Chargeable hours (the annual recorded 

chargeable hours per fee earner)
x

Recovered rate per hour billed
x

Profi t margin
=

Profi t per equity partner
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with the rest for staff and overheads. ‘But 
this doesn’t refl ect today’s reality of fi xed-
price work, value-based billing and the 
squeeze on compliance work,’ says Reader. 

Yet the report’s results are very close to 
traditional fi gures. The median net profi t 
margin as a percentage of fees is 28%, 
with an upper-quartile fi gure of 38% and a 
lower-quartile fi gure of 20%. 

Mowbray measures profi tability in 
terms of profi t per equity partner (see 
box, previous page). He points out that 
relatively small increases in one or more 
variables can deliver marked improvements 
in profi tability. ‘This is why fi rms should 
regularly benchmark against their 
competitors – so they can identify where 
they can most easily improve,’ he says.

For example, there is a considerable 
difference between the lower and upper-
quartile fi gures for recovered rate per 
hour – £70 and £186 respectively. The 
report says: ‘This could be explained 
simply by work being done with differing 
complexity, but it is more likely to refl ect 
[more] effi cient working practices and the 
confi dence of the [latter fi rms] when it 
comes to pricing and fee negotiation.’ ■

Iwona Tokc-Wilde, journalist

Act on results

Most fi rms also measure and benchmark turnaround times, lock-up days and the 
percentage of fee earners within total headcount. Jon Baker suggests looking 
at the number of loss-making clients too: ‘Many practices have these, but don’t 
take the time to exit them or increase their fees so that they are profi table.’

Measuring and benchmarking non-revenue key performance indicators 
(KPIs) is equally important. ‘Many of the KPIs that we measure focus on systems, 
processes and training, which will ultimately have a positive impact on fi nancial 
performance as fi rms identify opportunities to sell additional services to clients 
and ensure that work is done in the most effi cient way,’ says Woods. 

Kennedy recommends measuring employee engagement and performance 
relative to KPIs, too. ‘Most accountants are rubbish at managing staff,’ he says.

Finally, benchmarking is a waste of time unless the data is put to good use.
Lee says: ‘In any benchmarking exercise, by defi nition, half of all accountants will 
be below average. Learning you are below average isn’t helpful unless you also 
learn what you can do to improve.’ Monitoring improvement, or lack of it, is vital.
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Snapshot: academies

The chancellor announced in 
the Budget that every school in 
England is to become an academy. 
There are now more than 3,000 
academies, up from 200 three years 
ago. With more than 24,000 schools 
in England, the announcement 
represents a revolution in education. 

Academies are run by non-
profi t-making charitable trusts 
that can contract for services with 
related, profi t-making businesses. 
The trusts are exempt charities, 
so do not register with the Charity 
Commission, but are regulated by 
the education secretary.

Robbie O’Driscoll, group 
commercial director at Eteach, 
explains: ‘One area that will change 
dramatically is the management of 
fi nancial aspects within academies 
and Multi Academy Trusts. By 
removing local authorities, they will 
increase their autonomy but also 
their accountability, with control of 
budgets that could be more than 
£100m. This will bring to the fore 
a need for Multi Academy Trusts, 
requiring experienced professionals 
from the commercial sector.

‘The traditional role of a school’s 
fi nance co-ordinator will expand 
exponentially, with huge growth in 
the number of senior positions such 
as COO, and fi nance and business 
directors. This will present excellent 
opportunities for professionals in 
the commercial sector.’

The highest paid academy 
chief executive receives a salary of 
£400,000 for overseeing a group of 
30 academy schools.

The view from
Paul Culbert FCCA, retiree and full-time volunteer with 
The Church of Jesus Christ of Latter-day Saints

Most days involve lots of contact 
with people – in person, by phone, 
or through social media. There may 
be community contacts to establish, 
meetings to attend and presentations 
to deliver. My wife and I help out in the 
community whenever we can, providing a 
‘home-from-home’ for young adults. We 
teach classes, run workshops and manage 
accommodation for other volunteers.

When parts of York were fl ooded on 
Boxing Day last year, I co-ordinated 
relief efforts from a donation and 
distribution centre. More than 10,000 
items were given to us in the fi rst week. 
We sent volunteers to help clean out 
fl ood-damaged homes and businesses. 
Matching resources to needs was a 
headache, but incredibly rewarding.

At present I am preparing language 
classes for those who speak very little 
English, providing longer-term help 
for fl ood victims and prioritising our 
activities so we don’t let anyone down. 
I’ve met and worked alongside people 
from all walks of society – homeless 
people, drug addicts, community leaders, 
politicians – and am impressed by the 
immense power in our communities 
when people come together.

I’m a bit of a perfectionist, but that 
sometimes confl icts with the need to 
multitask each day. Too much time on 
one task sees the outstanding list increase 
rather than decrease in size.

My advice to other accountancy 
professionals is to give generously of 
your time. I’ve worked as group fi nance 
director for the Scottish and Southern 
Energy Contracting Group, and as 
vice principal of corporate services at 
Cirencester College. Any success I had 
was due in large part to the people 
who worked for me. 

The skills I’ve learned through ACCA, 
together with my management 
experience, have been invaluable 
to my volunteering activities. My 
experience with project management, 
leadership, communications across 
different functions, the keeping of 
simple inventories and plain hard work 
over long hours has been useful.

My biggest professional achievement 
was helping to set up a new company. 
Initially appointed as management 
accountant, I started with no staff, an 
untried computer system, no written 
procedures and a lot of uncertainty. 
Helping our ambitious vision develop into 
a highly successful group of companies 
brought me great satisfaction.

At night I make entries in my journal.  
This gives me time to refl ect on the 
day’s events and think about what I have 
learned and what I could do better. ■

The skills I 
learned at ACCA, 

together with 
my management 
experience, have 

been invaluable to 
my volunteering 

activities
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Out in the cold
Glenn Collins analyses the state of non-profit finance functions and finds them typically 
under-resourced, under-supported and under-appreciated

Finance functions play a crucial role 
in ‘non-profit’ organisations achieving 
their social objectives. But those finance 
departments are often detached from 
the rest of the organisation, poorly 
or under-resourced, and with financial 
professionals cut off from colleagues 
and lacking useful networks.

According to a recently released report 
from ACCA, State of the non-profit finance 
function, senior finance professionals 
have a great opportunity to drive internal 
cultural change that will develop and 
embed a robust function. This change is 
increasingly essential as the operating 
environment is now pushing non-profits 
towards the prioritisation of financial 
management. Trends such as fewer 
sources of core grant funding, the rise of 
repayable social investment funds, and 
payment-by-results contracts all favour 

organisations that can demonstrate value 
for money and organisational viability.

But the research suggests that the 
finance function is too often minimised 
for reasons relating to capacity, funding, 
staff and management skillsets – and 
even culture. This diminution ultimately 
reduces the organisation’s ability to fulfil 
its social mission. 

The report, which explores broad 
aspects of financial management, finds 
that the components of the finance 
function comprise management reporting, 
financially trained staff, and governance 
and culture (see box).

Undervalued 
While finance officers and other 
stakeholders see the finance function as 
key to organisational success, long-term 
viability and efficient working, this has not 

translated into practice across the board. 
Indeed, finance officers and funders say 
that being a finance officer in a non-profit 
can be a lonely job. A finance officer 
can often feel unsupported internally 
and detached from the rest of the team, 
particularly where finance is not integrated 
with areas responsible for the social 
mission. This detachment is compounded 
by the complexities of a frequently 
changing operating environment. Across 
the UK there are inconsistent peer 
networks and external resources for finance 
officers to access for sharing knowledge 
and filling any skills gaps. 

The finance function in the non-
profit sector is a different beast from 
the one in the corporate sector. Non-
profit finance officers themselves cite 
compliance functions such as aspects of 
VAT reporting, additional reporting (to 
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the Charity Commission, to funders, to 
Companies House, to government) and 
the need always to demonstrate value for 
money as elements of the finance function 
that are specific to the non-profit sector. 

Another pressure is the growing 
sophistication of the social investment 
market, which enables non-profit 
organisations to take on debt to fund their 
activities and growth, but also imposes 
additional requirements on them to 
demonstrate they are ‘investment-ready’ 
and can service their debt. Together, 
these developments increasingly force 
non-profit organisations to demonstrate 
good financial management as well as 
social impact. 

Perhaps unsurprisingly given the 
recent regulatory changes and reduced 
Charity Commission resources, it is 
challenging for finance officers to stay 

The three components of a non-profit finance function

* Management reporting: Funders look at management accounts and reports 
when assessing an organisation. Although they understand constraints such as 
a lack of sophisticated accounting software, they do interrogate the accounts, 
and red flags – such as dramatic changes in income not explained in the 
report narrative, or out-of-date accounts – could lead to a rejected application 
or perhaps only a conditional offer. 

* Financially trained staff: Financially trained staff give stakeholders, 
particularly funders, confidence that the organisation’s finances are managed 
by people who understand them, and the information used for management 
decision-making accurately reflects the financial position. Social investors in 
particular, such as community development finance institutions (CDFIs) and 
social investment funding intermediaries (SIFIs), review the qualifications of 
the finance officer when assessing a non-profit’s application for funding. 

* Governance and culture: The governance and culture environment for 
finance in an organisation ultimately drives the quality of the finance function. 
Governance and culture determine how finance staff are used, and how much 
they influence management decisions. Funders, particularly social investors, 
look at governance, and at how senior management use the financial 
information available. Although this can be difficult to measure, investors will 
dig beneath the surface.

up to date. Nearly 45% of the non-
profits surveyed had no budget for 
finance officers’ continuing professional 
development (CPD). For small (those with 
under nine employees) and new (those 
less than three years old) non-profits, that 
figure was even worse, at 78% and 75% 
respectively.

Without such investment it is hard to 
see the finance function playing a driving 
role as it does for commercial SMEs. 
Resources are directed towards short-term 
planning and objectives, which poses 
risks for the development of the finance 
function in the long term, affecting the 
organisation throughout its lifetime.

Lack of experience
What’s more, non-profit directors and 
trustees lack finance experience. Nearly 
75% of organisations reported that fewer 
than half their directors had a background 
in finance. In particular, 50% of new 
non-profits reported that under 10% of 
their board members had experience 
in finance. Without a financial skillset, 
trustees and directors act to preserve the 
organisation’s mission and maximise social 
outcomes without considering financial 
viability. So while findings suggest that 
early-stage organisations are prioritising 
their governance, it seems they may do so 
from a social value perspective rather than 
financial management perspective. Weak 
governance is a major barrier to a strong 
finance function.

The research did reveal factors to help 
develop a robust and embedded finance 
function. What is crucial is proactive, 
internal cultural change so that finance 
is prioritised and management decisions 
made that are based on financial planning. 

Non-profits can be supported to 
develop a robust finance function 
through good governance, training and 
systems. Industry bodies can strengthen 
knowledge-sharing networks and training 
opportunities. And bodies such as ACCA 
can play a larger role in recruiting and 
training qualified directors with a finance 
background by referring and advertising 
trustee opportunities to their members 
and students. Funders and government, 
which drive much of the environmental 
change for the non-profit sector, could 
also simplify their requirements (such 
as reporting), to enable non-profits to 
operate more efficiently.

Finance professionals have to make 
the case that good financial management 
is a crucial factor in preserving and 
enhancing the mission and social function 
of non-profit organisations. ■

Glenn Collins is ACCA UK head of 
technical advisory

For more information:

Read ACCA’s State of the  
non-profit finance function report at 

bit.ly/non-profit-finance
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A bigger pond
Business Stream boss Johanna Dow FCCA is on a making tide, with deregulation of the 
water market in England for all businesses in 2017 unleashing a flood of opportunity

It was a fascination with 
numbers that drew Shetland-
born Johanna Dow towards 
accountancy. In her final 
year at school, she saw 
the ACCA Qualification as 
the ideal opportunity to 
study and work at the same 
time. ‘It meant I was able 
to qualify at 21 instead of 
24 or 25,’ she says.

She’s having a considerably 
longer wait – seven years and 
counting – for her current great 
goal: the full deregulation 
of the English non-domestic 
water market. Business 
Stream, the subsidiary of 
Scottish Water that she heads, 
supplies drinking and waste 
water services to Scotland’s 
non-domestic users, but its 
client base south of the border 
remains heavily restricted until 
April 2017 when the English 
non-domestic market is finally 
fully deregulated.

‘The Scottish government 
opened up the non-household  
market in April 2008,’ she 
explains. ‘But the English 
market only opens in April 
2017, so there’s a nine-year 
lag. It means the likes of 
Thames Water, Anglian, 
United Utilities and all the 

other English suppliers are 
already in Scotland.’ And while 
rival utilities can try to secure 
Business Stream’s customers 
in Scotland, Business Stream 
cannot do the same in 
England until 2017. 

The English non-domestic 
market has a limited degree 
of deregulation at the 
moment. Only very large 
customers (those using more 
than five megalitres of water a 
year) can switch supplier. ‘That 
equates to around 27,000 
customers,’ says Dow.

The prize for Dow and 
Business Stream – where she 
has been working for nearly 10 
years, first as finance director 
and, since October 2014, as 
chief executive – is enormous.

‘The English non-domestic 
market is eight times the 
size of Scotland’s, so it’s 
worth £2.5bn a year and 
has 1.2 million customers,’ 
Dow explains. ‘In Scotland, 
turnover is about £350m with 
150,000 customers. It’s a huge 
market and we’ve waited 
eight to nine years for that 
market to open, so we’re 
really excited about it.’

Department store chain 
House of Fraser is an example 

of one customer 
that Business 
Stream is already 
supplying north 
and south of 
the border. But 
customers come 
in all shapes and 
sizes. ‘We go right 
from hairdressers 
at one end, where 
you’ve got a 
tap and a toilet, 
right the way 
through to large 
industrial users 

of water – such as [chemicals 
group] Ineos, with its 
Grangemouth manufacturing 
and refining operation. And 
with the English market 
opening, you’ve also got 
that geographical spread 
right from the top to the 
bottom of the UK.’

Open market
Having 23 rival operators in 
the market keeps you on your 
toes. ‘We have a big focus on 
water efficiency, so we help 
our customers use less of 
our product,’ Dow explains. 
‘You would never get that 
without competition because 
how many monopolies would 
want customers to use less 
of their product?

‘If there’s a big multisite 
customer such as [supermarket 
chain] Morrisons, with stores 
spread across Scotland, we also 
look at things like producing a 
single bill that covers all their 
stores. That also wouldn’t have 
been available before the 
market opened.’

Ahead of English 
deregulation, Business Stream 
has been actively engaging 
with the UK government and 
the regulator, Ofwat, to ensure 
that the market is fair and 
that margins are protected. 
‘We want to make sure that 
new entrants going into 
that English market are not 
unfairly disadvantaged against 
incumbents,’ Dow explains. 
‘Retail margins are another big 
issue. At the moment, retail 
margins are incredibly low in 
England and we’re concerned 
that will not allow companies 
to deliver the benefits that 
customers expect.’

Fast-track
After qualifying with Perth-
based accountancy firm 
Turnbull Kemp, Dow joined 
Dundee firm Henderson 
Loggie before moving into 
industry with energy group 
SSE. Following various roles in 
SSE’s telecoms, transmission 
and distribution businesses, 
she joined Scottish Water 

2014
Appointed chief executive of Business 
Stream, seven years after joining the 
company as finance director

2002
Joined Scottish Water as group 
finance manager

1998
Joined SSE as business review analyst

1996
Joined Henderson Loggie as audit manager

1995
Achieves ACCA Qualification while with Perth-based 
Turnbull Kemp

‘It’s a huge market 
and we’ve waited 

eight to nine 
years for it to 

open, so we’re 
really excited’
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in 2002 as group finance 
manager. She was heavily 
involved in separating Scottish 
Water’s retail and wholesale 
activities and wrote the 
business plan for the retail 

business that was to become 
Business Stream.

‘At that stage, we didn’t 
even have a name and there 
were only four of us,’ Dow 
recalls. ‘It was amazing to set 

something up from scratch, 
build it and see it right the 
way through.’

After eight years as finance 
director, Dow was appointed 
chief executive in October 
2014. She is also a member 
of the Customer Forum, an 
initiative designed to shape 
the future of water and 
sewerage services in Scotland. 
Dow has also been recognised 
as one of the UK’s top business 
women by the UK-wide 
First Women Awards.

She does agree that the 
industry is male-dominated 
but says this is just a fact of 
life. ‘It doesn’t make the job 
any harder to do – it’s just 
the reality. I’m not the type 
of person who sees the number 
of trophies in the cabinet as 
a measure of success. I’m 
more focused on keeping our 
customers happy and making 
sure this a good place for 
people to work.’ ■

Victoria Masterson, journalist

£364.2m
Business Stream’s most recent annual 
revenue, on which it made £38.3m in 
pre-tax profit

23
Number of current participants in 
Scottish non-domestic water market

£2.5bn
Value of England’s non-domestic water market

300 
Number of staff, in Edinburgh, Glasgow and Manchester

Basics
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Back to basics

Making tax law in the UK is a broadly 
similar process to making any type 
of law, but there are a number of 
very important differences. The main 
process starts with parliament, with the 
introduction of the fi nance bill shortly 
after the chancellor’s annual Budget 
speech (usually in March) setting out 
the government’s intended measures, 
tax rates and so on.

Ordinarily, any bill must be 
considered and passed by the elected 
members of parliament (MPs) in the 
House of Commons and the unelected 
peers in the House of Lords (but as 
we shall see, tax laws are somewhat 
different). Any amendments – and the 
vote on the bill before it passes from 
one stage to the other – require a simple 
majority of the MPs or peers who are 
present and who vote.

Any so-called ‘money bill’ (one 
that is concerned only with national 
taxation, public money or loans, such 
as the fi nance bill) must be introduced 
fi rst of all in the House of Commons 
and then passed to the House of Lords. 
For any other type of bill (such as a 
company law or criminal justice bill), the 
process can be reversed, with the bill 
being introduced in the Lords and then 
passed to the Commons.

The normal legislative process in the 
Commons (and then in the Lords) is for 
a bill to go through the following stages 
(see also diagram): 

In the latest in our ‘all you need to know but were too afraid to ask’ series, we take a 
look at how laws, and in particular tax laws, are made
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Only the 
government can 

propose tax-raising 
legislation, but 

if the opposition 
makes a valid 

point, goverment 
can mirror it  

itself prevented the Lords from voting 
for an amendment, which would have 
resulted in delaying the implementation 
of chancellor George Osborne’s tax 
credit cuts until the government 
produced a scheme to compensate 
low-paid workers. It sparked a 
constitutional storm, but in the end 
Osborne agreed to soften the blow 
with transitional arrangements.

Draft legislation
One important development in recent 
years is for the government to not only 
publish a consultation document but also 
draft legislation, typically around the time 
of the chancellor’s autumn statement. 
This gives parliamentary committees 
as well as the tax profession and other 
interested parties the opportunity to 
comment on the policy proposals and the 
precise legislative wording. 

‘The professional bodies that 
respond have as their goal the integrity 
of the tax system,’ says Richard Wild, 
head of the tax technical team at 
the Chartered Institute of Taxation. 
‘We’re trying to make the tax system 
better, easier to understand, etc. We 
also point out where there might be 
unintended consequences.’

Typically, an amended version of a 
draft fi nance bill will be presented to 
parliament following the chancellor’s next 
Budget. Anti-avoidance measures aren’t 
usually included in such procedures, 
since they have to be announced 
with immediate effect, with retrospective 
legislation enacted at a later date. 
Apart from that, however, Wild says, ‘The 
more HMRC and the Treasury consult, the 
better legislation you get.’ ■

Andrew Sawers, journalist

* First reading – a formality, no debate

* Second reading – the Commons 
debates the aims/policies of the bill

* Committee stage – the Commons 
goes through the legislation, line 
by line. The finance bill (and some 
other constitutionally or ethically 
significant bills) will go through a 
committee of the whole house and, 
as its name suggests, all MPs may be 
involved. Next comes scrutiny and 
debate by a public bill committee – 
in the case of the main tax law, the 
finance bill committee – in which a 
representative sample of about 36 MPs 
pore over the legislation and debate 
any amendments.

* Report stage – the bill returns to 
the Commons for debate. This is 
the government’s last opportunity 
to introduce any amendments.

* Third reading – a formality, after which 
the bill is passed to the House of Lords, 
where this same process is repeated.

There is a convention that only the 
government can propose tax-raising 
legislation or make amendments to 
the fi nance bill – the opposition cannot 
do so. However, if the government 
accepts that the opposition is making 
a valid point on some issue, it tables 
its own amendment that mirrors that 
proposed by the other party.

The House of Lords scrutinises fi nance 
bills in the same ‘fi rst reading, second 
reading’ process, as does the Commons, 
after which the bill receives royal assent 
and becomes an act of parliament. 

However, under the Parliament Act 
1911, the House of Lords must pass a 
money bill without amendment and within 
one month. The passage of a fi nance 
bill through the Lords is therefore a swift 
technical procedure. The Finance Act 
2015, for example, was introduced as a bill 
into the Commons on 14 July 2015 and 
didn’t complete its third reading in the 
Commons until 26 October. In the Lords, 
the bill went through second reading, 
committee stage, report stage and third 
reading in a single day (10 November).

Secondary legislation
Acts of parliament are known as primary 
legislation. But such acts often also 
provide for secondary legislation – 
predominantly statutory instruments 
(SIs) – which typically set out more 
detailed rules than can be contained 
in an act. They are usually brought into 
force by government ministers without 

parliament’s explicit approval, although 
parliament can veto an SI. (In a few 
cases, an SI requires the approval of both 
chambers, though they cannot amend 
it.) Examples include amendments to 
regulations governing PAYE (pay as you 
earn) or ISAs (individual savings accounts). 

Income tax rates, bands and personal 
allowances are contained in the relevant 
fi nance act and not secondary legislation. 
Secondary legislation can, however, 
be used to change some tax rates. For 
example, although the UK is subject to 
European law with regard to VAT, the UK 
legislation is contained in the Value Added 
Tax Act 1994, which set the rate of VAT at 
17.5% but gave the Treasury the power 
to change the rate through secondary 
legislation. However, that process is 
subject to annual renewal, so the Finance 
(No 2) Act 2010 was used to raise the rate 
to 20% as from 4 January 2011. 

In October last year, secondary 
legislation containing new tax credit 
regulations was considered by the House 
of Lords after being approved by the 
Commons. But neither parliamentary 
convention nor the Parliament Act 

Scotland: finance legislation

Under the Scotland Act 2012, the UK income tax rates of 20% (basic), 40% (higher) 
and 45% (additional) are each reduced from 6 April 2016 by 10 percentage points 
(to 10%, 30% and 35%), with the Scottish parliament allowed to add back a 
Scottish Rate of Income Tax (SRIT), which currently stands at 10%. The net effect is 
that, at present, income tax rates in Scotland (ie, 10%+10%, 30%+10%, 35%+10%) 
are the same as in the rest of the UK.

At present, SRIT must be the same for all bands. From 2017-18 onwards, 
however, the Scotland Act 2016 gives the Scottish parliament the power to set 
different income tax bands and rates from those in the rest of the UK. In February 
the Scottish government said it would increase the higher rate threshold more 
slowly than in the rest of the UK but that all three rates of income tax would in 
effect remain unchanged. 
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Rollout continues for computer-based exams

Headline for web: Fit for today’s workplace
ACCA has built on changes to the exam timetable with the introduction of  
session computer-based exams marked by experts, reports ACCA’s Alan Hatfield

Following the introduction 
of a more flexible exam 
calendar from September 
last year, ACCA is now rolling 
out further computer-based 
exams. These will incorporate 
the use of spreadsheet 
and word-processing tools 
to reflect how finance 
professionals work today.   

As we highlighted in 
the June 2015 edition of 
Accounting and Business, the 
new timetable of four exam 
sessions a year was introduced 
in September last year – initially 
to students in selected markets 
and then rolled out around 
the world. The new March and 
September exam sessions 
have been extremely popular 
with students, with over 86,000 
taking exams in March this year. 
Employers have also benefited 
from the initiative, having more 
options to schedule in trainee 
development outside of peak 
periods of activity.

From September this 
year we will start the phased 
introduction of the new 
session computer-based 
exams (‘session CBEs’) for 
the F5, F6 (UK), F7, F8 and F9 
exams. This will further align 
the exams with the work of the 
modern financial professional. 

The new CBEs should 
not be confused with our 
existing on-demand CBEs 
offered for the F1-F4 (English 
and Global) exams of the 
ACCA Qualification and their 
Foundation-level equivalents. 
One significant difference is that 
the new session CBEs contain 
constructed response questions 
that require human/expert 
marking, in addition to a range 
of objective test questions, 
which are auto-marked. By 
using a mix of question types, 

we are able to assess technical 
knowledge across the full 
syllabus and the relevant 
application of that knowledge, 
ensuring our students are 
prepared for the workplace.   

Students will use 
spreadsheet and word-
processing tools to answer 
questions within the 
constructed response section, 
aligning the exams with how 
these tasks are carried out in 
today’s working environment. 
These changes, which have 
been made in consultation 
with employers, will ensure 
that students are equipped 
with the types of skill that 
employers need. 

Phased approach
We are taking a country-by-
country approach to rolling 
out the exam changes so 

that they are implemented 
only when each country is 
ready for them and has the 
necessary capabilities to 
administer CBEs. The new 
CBEs will run alongside our 
paper-based exams during 
the timetabled exam weeks 
and implemented via a 
network of independent 
test centres, ensuring we 
provide students with the 
same professional exam 
environment currently offered 
at paper-based centres.

The inclusion of expert 
marking at the higher levels 
of our exams distinguishes 
us from a number of other 
accountancy bodies. In 
recent years, some global 
competitors have moved to a 
more significantly on-demand 
CBE model, not requiring 
expert marking and therefore, 

we believe, compromising 
how rigorously students are 
examined. As a result, we 
remain the largest, leading 
global accountancy body to 
be represented on multiple 
education frameworks 
benchmarked at Master’s level.  

Any changes we make to 
the exams will have the rigour 
and quality of the Qualification 
as its main focus. Session 
CBEs have gone through 
extensive development and 
review cycles so members 
and employers can continue 
to have the confidence that 
our members hold a first-class 
professional qualification that 
provides them with the skills 
they need. ■

Alan Hatfield is ACCA 
executive director of strategy 
and development
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ACCA President’s Debate
Delegates at the 2016 ACCA President’s Debate in Kuala Lumpur in April discussed the 
future of the ASEAN Economic Community and the lessons it can learn from the EU

‘Will fitting the EU’s teeth 
give the ASEAN Economic 
Community the bite it is 
lacking?’ was the theme 
of the ACCA President’s 
Debate, which was held 
outside the European 
Union (EU) for the first 
time. ‘This year, I wanted 
to take the debate wider, 
especially as ACCA and I 
have been following the 
development of the ASEAN 
Economic Community [AEC] 
with a keen interest,’ said 
ACCA president Datuk 
Alexandra Chin. 

The Association of 
Southeast Asian Nations 
(ASEAN), comprising Malaysia, 
Singapore, Brunei, Thailand, 
Indonesia, the Philippines, 
Vietnam, Cambodia, Laos and 
Myanmar, is the third largest 
economy in Asia and the 
seventh largest in the world. 
The AEC, which was formally 
launched in December 2015, 
aims to achieve a single, 
integrated market with 
free flows of trade, capital, 
investment and skilled labour. 

‘Do we need to go all the 
way to the extent of the EU?’ 
asked Senator Dato’ Sri Abdul 
Wahid Omar, minister in the 
prime minister’s department, in 
his keynote address. ‘No. The 
model we have is appropriate 
at this point in time. Maybe we 
don’t have teeth that are sharp 
enough, but what we need to 
ensure is that the objectives 
that we outlined for the AEC 
are achieved.’    

The EU and ASEAN 
display different values and 
aspirations, said Dr Jayant 
Menon, lead economist in the 
economic research department 
at the Asian Development 
Bank. ‘Integration in the 

AEC is a means rather than 
an end. ASEAN is pursuing 
globalisation as the end, and 
the mechanism is the AEC.’ 
So ASEAN has set up non-
preferential trade accords; 
for example, it has chosen 
not to mirror fortress Europe 
and remained very open. As 
a result, trade and investment 
have grown strongly. 

Dr Steven Everts, senior 
adviser on EU-ASEAN, and 
the Asian Regional Forum 
(ARF)’s alternate senior official 
in the Asia Pacific department, 
European External Action 
Service, described the EU-
ASEAN bond as a partnership 
with strategic purpose. ‘If the 
EU-ASEAN relationship was a 
stock, I would buy it!’ he joked.  

Dr Fraser Cameron, 
director of the EU-Asia 
Centre, remarked that the 
EU-ASEAN agenda could be 
enhanced if ASEAN were more 
unified, he said, singling out 
strong leadership and robust 
structures as prerequisites. 
‘Policy differences, reliance 
on consensus and weak 
institutions will hinder it from 
achieving its full potential,’ 
he said.

Isham Ishak, deputy 
secretary general (trade), 
at Malaysia’s Ministry of 
International Trade and Industry, 
remarked: ‘Unlike the EU, 
which is very institutionalised, 
people here are not ready for a 
mechanism where companies 
can directly take legal action 
against the government.’ 

Cameron made the point 
that successful integration 
depends on conquering hearts 
and minds. ‘People don’t fall 
in love with a single market,’ 
he said. ‘You must make the 
market relevant to people.’ 

By breaking down the barriers 
to free flows of people and 
capitals, the AEC could gain 
the support it needs. 

Everts suggested, 
tongue in cheek, that social 
relevance could be fostered 
through forging personal ties. 
Schemes such as the EU’s 
Erasmus student exchange 
have brought together many 
couples from across the 
continent and led to the birth 
of a million babies – including 

Everts’ own children. 
In the long run, the key 

to change is in ASEAN’s 
hands. ‘How the AEC 
develops is up to ASEAN 
itself,’ Cameron concluded. 
Good intentions along with 
aid, warm wishes and lessons 
learnt from the EU can only go 
so far if ASEAN itself stymies 
the integration process. ■

Nazatul Izma Abdullah, 
journalist

▲ Exchanging views
Isham Ishak (left) and Dr Jayant Menon discuss the issues

▲ EU champion
Dr Steven Everts was bullish about the EU-ASEAN relationship
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Council’s March meeting
At its first meeting in the Adelphi, Council members approved the proposed 2016-17 
budget and heard about the progress on developing ACCA’s public sector strategy

Council met on 12 March 
in London. The meeting 
featured discussions and 
decisions on a number of 
important matters.

* Council confirmed Robert 
Stenhouse as its preferred 
nominee for vice president 
for 2016-17. (The formal 
elections for ACCA’s 
officers will take place at 
the annual Council meeting 
immediately following 
the AGM on Thursday 
15 September.)

* The president, Datuk 
Alexandra Chin, updated 
Council on her and the 
officers’ activities since 
November, including 
attendance at events in 
Malaysia, Laos, Poland, 
China and the UK.

* Council received a 
presentation from the chief 
executive focusing on 
the approach to member 

value and satisfaction 
in the UK market, and 
received an update on 
strategic performance to 
31 January 2016 and key 
strategic matters.

* Council broke into 
discussion groups 
to consider ACCA’s 
brand positioning and 
mechanisms to leverage 
brand power, including the 
impact of recent research in 
this area. 

* Council approved the 
proposed budget for the 
organisation for 2016-17, 
including the proposed 
membership subscription 
for 2017. Following a 
recommendation from 
a group of committee 
chairmen, Council also 
approved the measures and 
targets to be used to 
track ACCA’s strategic 
performance in 2016-17.

* Council received a 
presentation from the 
chairman of the AGM 
Lessons Learnt Review 
Group, which covered the 
outcome of the exercise 
and recommended plan of 
action. It agreed to dissolve 
the group, with oversight 
of the implementation 
of the action plan and 
governance-related 
areas coming under the 
Market Oversight and 
Governance Design 
Committees respectively.

* Council received an 
update on the progress on 
developing ACCA’s public 
sector strategy, highlighting 
the opportunities for 
ACCA and the approaches 
being adopted to increase 
ACCA’s influence in this 
important sector.

* Council received the 
annual report from 

the Regulatory Board, 
including an update on the 
governance arrangements 
and an update on activities 
of the Standards Board, 
Qualifications Board and 
Appointments Board.

* Council noted a report 
from the Qualifications 
Board, including the review 
of the December 2015 
examination results, noting 
that the board had ratified 
the results and no major 
issues had been raised.

* Council also received a 
presentation from the 
chairman of the Market 
Oversight Committee on 
the work of the committee, 
including developments 
and investments in 
specific markets in order to 
deliver the strategy. ■

Council’s next meeting will be 
in Singapore on 18 June

76

Accounting and Business 05/2016

ACCA | Council

UK_A_council.indd   76 20/04/2016   13:56



-UK_Ads-May16_600dpi.indd   7 20/04/2016   15:30

www.accaglobal.com/msc


Sector-focused webinars
During 2016 you can benefi t 
from a new series of 30 free 
one-hour webinars focusing 
on career development, 
technical issues and other 
business matters. The May 
programme is as follows:

* Trends in fintech 
10 May, 12.30–1.30pm

* Employers’ auto-enrolment 
obligations – SMEs and 
practitioners           
18 May, 12.30–1.30pm

* Cyber security and social 
engineering for internal 
auditors
18 May, 10.00–11.00am

* Setting up your own 
business
19 May, 12.30–1.30pm

Accountex 2016
11-12 May, ExCel, London, 
free
Accountex is the largest 
independent, cross-sector 
event in the UK’s accountancy 
profession. It has an unrivalled 
CPD-accredited education 
programme, including tax, 
technology, cloud, pensions, 
pricing and every other 
subject relevant to the 
modern fi nance professional. 
You can visit ACCA’s stand 
to talk with us, or join us 
in the dedicated ACCA 
theatre for free lectures on 
subjects including making 
tax digital, FRS 102 and cyber 
crime. Register now at 
bit.ly/Accountex2016. 

Data security 
masterclass
19 May, Brighton, £10
The University of Brighton 
Business School invites 
members of local professional 

associations to join this 
data security masterclass, 
delivered by Adrian Phillips, 
who started his career at law 
fi rm Simmons & Simmons 
before joining Visa, becoming 

Upcoming events
ACCA UK runs an exciting programme of talks, lectures and workshops organised for 
members across the country. Here are some highlights of upcoming events
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general counsel and then 
head of risk and legal affairs. 
Since then, Phillips has been 
involved in a number of 
activities, including setting up 
a compliance SaaS company 
and acting as a special 
counsel for international 
law fi rm Jones Day.

Using crowdfunding to 
raise business finance
19 May, Exeter, free
This event will look at 
how to raise fi nance for a 
growing company, including 
understanding what successful 
fundraising looks like. It 
will consider the types of 
business that raise funds 
on Crowdcube, provide an 
overview of how to manage 
a crowdfunding campaign 
and offer tips on creating 
a winning pitch.

Breakfast debate 
on the economy
25 May, Manchester, free
John Ashcroft, chief executive 
of pro.manchester and 
former chief economist at 
the Greater Manchester 
Chamber of Commerce, will 
present updates on global 
and UK economies, including 
implications for the Northern 
Powerhouse and Manchester. 
A Q&A session will debate 
opportunities for Manchester 
and the North West.

Forensic accounting 
in the criminal arena
6 June, Preston, free
Three speakers from 
HMRC’s fraud-prevention 
service will examine the 
qualifi cations and aptitude 
needed to be a forensic 
accountant. They will offer 
training in forensic accounting, 
as well as tips on how to build 
on the skills that members 
already have. They will also 
cover the basic differences 
between operating as a 
forensic accountant in a civil 
versus a criminal arena.

An audience with
Biggar and Webb 
14 July, Swansea, 
Individuals: £45
Table of 10: £400
Welsh international rugby 
referee Nigel Owens hosts 
a night of networking and 
entertainment, including 
views and inside stories 
from Welsh international 
rugby players Dan Biggar and 
Rhys Webb. ■

Professional courses

Internal audit conference – assurance through 
the looking glass
19 May, London, £199
Some internal auditors do not believe that integrated 
assurance exists or can work. There is no evidence 
of it having worked effectively in practice, although 
many internal auditors talk about it. This event will 
look at integrated assurance on the basis of the 
benefi ts and challenges.

Channel Islands conference 2016
15-17 June, Guernsey
£765 residential; £607 non-residential
ACCA UK’s annual Channel Islands conference focuses 
on key issues facing today’s fi nance professionals in the 
Channel Islands and provides an opportunity to update 
your knowledge and gain up to 21 CPD units.

Summer update for accountants: 
accounting conference
18 June, London, £142
This accounting standards update will provide a 
complete briefi ng on recent developments in UK GAAP 
as they affect SMEs, including public benefi t entities, the 
impact of amendments to Company Law from 1 January 
2016, the changes for small companies – including 
the ‘death of the FRSSE’ in 2016 – and the emergence 
of a new standard for micro entities (FRS 105). There 
will also be a review of the experiences of those who 
have transitioned to the new UK GAAP (FRS 102).

For more information:

Find details of all these events at accaglobal.com/events

The accountant in the cloud

Join us on 7 June at ACCA’s HQ at The Adelphi in London, 
where we will explain why you should be thinking about 
cloud technology and unified communications, and what 
they can do for your business. The event will give a market 
overview, consider typical decision-making concerns and 
address the questions that finance professionals are asking 
– including the business benefits and return on investment.  
The sessions will be led by Gary Goodenough, Andy 
Chapman and Ash Sethi from Vodafone.

Snapshot – 
monthly ezine
Look out for details 
of all ACCA webinars, 
regional network 
events, professional 
courses, CPD, seminars 
and conferences in 
Snapshot – our monthly 
ezine for members in 
Scotland, Wales and six 
regions across England. 

It is delivered to 
your inbox around the 
fi rst of each month 
(check your spam/
junk folder if you don’t 
receive it).
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You can shape our future
As nominations for this year’s elections open, Peter Jenkinson explains Council’s vital role 
in ensuring good corporate governance and shaping ACCA’s strategic direction 

This is an important time in 
ACCA’s governance cycle: the 
period for nominations for 
this year’s Council elections 
has now opened. Between 
now and 15 June, members 
can put themselves forward 
as candidates for election to 
Council. If you are interested 
in helping to shape the future 
of ACCA and have ideas, 
energy and experience to 
contribute, I encourage you 
to think about standing.

As ACCA’s secretary, the 
Council election process falls 
under my remit. However, that 
isn’t the only reason I care 
about it and want it to be as 
effective as possible. During 
my career I’ve developed a 
strong interest in corporate 
governance and gained 
insights into its value within 
organisations. Before I joined 
ACCA in November 2015, 
I spent the previous seven 
years working in the National 
Health Service as director of 
corporate affairs at St George’s 
University Hospitals NHS 
Foundation Trust in south-west 
London. My role was a broad 
one, giving me responsibility 
for corporate governance 
as well as risk, legal services 
and communications. I’ve 
also worked in central 
government and various 
private sector companies, 

including Computer Sciences 
Corporation and AVIS Europe.

As a qualifi ed company 
secretary, having gained my 
qualifi cation from the Institute 
of Chartered Secretaries and 
Administrators, I appreciate 
the valuable work that 
professional bodies like ACCA 
do. I realise that effective 
corporate governance is vital 
for maintaining a well-run 
organisation and mitigating 
the risks that ACCA faces. This 
viewpoint is underpinned by 
the research and insights work 
ACCA continues to undertake 
in the area of corporate 
governance, risk management 
and organisational 
effectiveness. Our interest 
and involvement in corporate 
governance is longstanding, 
and for many years ACCA has 
encouraged debate on what 
makes for effective governance 
– how it could and should work.

 
Representing members
The Council elections bring 
that theory to life. A key feature 
of ACCA’s governance structure 
is that our members vote for 
and appoint Council. We see 
this as fundamentally good 
corporate governance, creating 
a direct link between our 
membership and the running of 
our association. ACCA’s Council 
has an important and wide-
ranging remit, ensuring that we 
operate in the public interest 
and deliver the objectives 
stated in our Royal Charter. 
Council also elects a president, 
deputy president and vice 
president, who function as 
the leadership of the ACCA 
membership, and their 
appointments run for one year.

A key part of Council’s role 
concerns helping to shape 

ACCA’s strategic direction. 
Council collaborates with 
the executive team in order 
to devise ACCA’s strategy 
and provides an objective 
environment to help the 
executive team address new 
issues. Together, Council and 
the executive explore ideas 
and challenge the status quo.

Council is required to 
approve ACCA’s strategy, 
while its delivery is undertaken 
by the executive team. 
Council has responsibility for 
governance of the process and 
performance management – in 
effect, it holds the executive 
team to account on behalf of 
members for the achievement 
of ACCA’s objectives. Council 
also has an important role to 
play in promoting the chosen 
strategy and explaining it to 
our global membership.

Governance role
Council also plays an important 
role in ACCA’s effective 
governance in a number of 
other ways. Council members 
are represented on a range 
of standing committees that 
are designed to ensure our 
strategic direction is well 
governed and well planned. 
For example, Council provides 
assurance to members about 
ACCA’s sound fi nancial and 
general management through 
an audit committee. (It does 
not, however, appoint our 
external auditors, as this 
activity is reserved for the 
Annual General Meeting.) 
Council also appoints the 
Nominating Committee 
to ensure that Council 
remains representative of 
our membership and that all 
members of Council are able 

How to apply for Council

* You need to tell the ACCA secretary of your intention 
to stand.

* The closing date for nominations this year is 
15 June 2016.

* Your nomination must be supported by at least 
10 named individuals – ACCA members of good 
standing – which means, for example, that they have 
paid their fees and met their continuing professional 
development requirements, and have no disciplinary 
orders found proved by ACCA.

* Once your application has been confirmed in writing, 
we will request an election statement of around 500 
words, plus a head-and-shoulders photograph for the 
AGM papers that are circulated to all members at the 
end of July.

* You will also have the opportunity to supply a short 
video in support of your nomination.

* Online and postal voting opens after members 
have been sent details of all candidates and closes on 
8 September.

* Results of the voting will be announced at our AGM 
in September. 
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to play a full part in Council 
affairs through, among other 
things, other committees 
of Council. The Council-
appointed Remuneration 
Committee deals with the 
performance and remuneration 
of senior management, and 
reports back to Council as 
appropriate. Other active and 
important committees include 
the Governance Design 
Committee, Market Oversight 
Committee and the Resource 
Oversight Committee, all of 
which address key areas of 
ACCA activity and report back 
to Council.

Council members are also 
represented on a number 
of public oversight boards, 
namely the Appointments 
Board, Regulatory Board, 
Qualifications Board and 
Standards Board.

My call to action
As you see, Council plays a 
vital role in helping ACCA 
to create a successful future. 
We therefore need a strong 
Council, one that fully 
represents the strengths of 
our membership. We want 
Council members from around 
the world, from every sector 
of the profession and who 
can represent a wide range 
of senior positions. We need 
individuals with technical or 
practical experience, with 
high professional integrity 
and ideas to share. We also 
value members with strong 
communication skills, who are 
able to perform effectively 
in ambassadorial roles and 
who are capable decision-
makers. Willingness to learn 
and continue your own 
personal development is 

For more information:

Find more details at members.accaglobal.com/elections

also encouraged.
The term of office for 

Council members is three 
years, but members can 
stand for re-election up to 
three times. This means that 
you could potentially serve 
on Council for nine years in 
total. This period could then 
be extended to 12 years if 
you are elected to act as vice 
president, deputy president 
and president, and need the 
extra time on Council in order 
to complete your presidency.

Being a Council member is 
stimulating and challenging. 
You will ultimately be 
responsible for safeguarding 
ACCA’s reputation, image and 
brand. You will be acting on 

behalf of all members and on 
behalf of future generations 
of members – today’s students. 
It goes without saying that 
being a Council member 
is a high-profile and highly 
responsible role.

The Council election 
process is controlled and 
well governed (see the box for 
an outline of how it works.) If 
you want to play your part 
in ACCA’s future, why not 
put yourself forward for the 
Council elections? You need 
to get your application in 
to me by 15 June. I’d wholly 
recommend it. Good luck! ■

Peter Jenkinson is ACCA’s 
secretary

◄ Ready to serve
Clockwise, from left: current Council 
members Nur Jazlan Mohamed, Brian 
McEnery and Rosanna Choi have played a 
vital role in helping ACCA move forward
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Using interns can deliver 
great benefits for both 
the organisation and the 
intern, according to a 
short, informative guide for 
employers by ACCA. 

Hiring an intern contains 
some helpful hints to 
consider. It finds the more 
preparation an employer puts 
into planning the internships, 
the better the results.

‘Many companies across 
different sectors have a long 
history of hiring interns and 
have reaped the rewards of 
nurturing new talent,’ says 
Anthony Walters, head of 
policy, ACCA Western Europe. 

‘To get the most out of 
an internship it is important 
to be clear on what you want 
the intern to do. All too often 
employers fall into the trap 
of thinking that just offering 
an internship is enough in 
itself, but with a bit of simple 
planning much more can be 
gained for both employer 
and intern.’

ACCA’s survey on the 
subject found that the interns 
who gained most from the 
experience were those who 

were assigned challenging 
projects and tasks that gave 
them broad experience of 
the organisation, were given 
supervision and mentoring, 
and were set clear goals 
and objectives.

The majority of businesses 
surveyed offered paid 

internships. Paying at least the 
minimum wage was thought 
the right thing to do by 65% of 
senior decision-makers. 

The guide is primarily 
aimed at the finance sector, 
but the principles can easily 
be applied to all employers 
considering hiring an intern.

Intern incentive
A new ACCA guide to hiring interns finds both parties can benefit 
from internships – as long as they are structured properly
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ACCA member 
benefits
Employability
Membership improves 
earning power and job 
prospects on a global 
scale.

Influence and 
representation
Members play key 
roles in representing 
and developing the 
profession, backed by 
cutting-edge research.

Knowledge and 
connections
Keep up to date with 
our publications and 
social media feeds. Our 
events let you network 
with a large peer group.

Personal development
CPD, training and career 
progression support.

ACCA Careers
Our careers portal gives 
guidance and lists job 
vacancies worldwide.

Customer care
Fast and efficient 
support around the 
clock, by phone, email 
and webchat.

Go to www.accaglobal.
com/memberbenefits

For more information:

Read the report Hiring an intern: ACCA’s best practice 
guide for employers at bit.ly/ACCA-interns

Glasgow switch

ACCA is to move its Glasgow office to new premises over 
three floors at 110 Queen Street in central Glasgow (pictured) 
later this year. More than 600 people work at ACCA’s current 
Glasgow offices at 2 Central Quay and 138 Hyde Park Street. 

ACCA chief executive Helen Brand called it ‘an exciting 
step in ACCA’s continuing growth as an international 
organisation. ACCA’s operations have a proud history in 
Scotland, going back to the 1970s. Since that time, we have 
grown our workforce there to create an operational centre 
that covers exam delivery, HR, IT, finance and ACCA’s global 
customer service centre – ACCA Connect. 

‘The relocation strengthens our position as a quality 
employer and gives ACCA a dynamic, inspiring and sustainable 
place to work in the heart of a thriving and dynamic city.’

82

Accounting and Business 05/2016

ACCA | Update

UK_A_backpage.indd   82 13/04/2016   17:08

www.bit.ly/ACCA-interns
www.accaglobal.com/memberbenefits


1998
Joined PwC  
Risk Assurance,  
Glasgow

2001
Promoted 
to Senior  
Associate

2000 
Moved to  
Silicon Valley  
during dotcom  
boom

A career at PwC is endlessly challenging and immensely stimulating. Claire’s has 
taken her all over the world as she has grown, developed and progressed. Choose  
a career that matches your ambition, and there’s no limit to how far you could go. 

Take the opportunity of a lifetime. Join PwC.

pwc.com/uk/careers

Take your career further

2005
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2010
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