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Raising the bar

This month marks something 
of a milestone in ACCA’s 
history as it announces 
signifi cant innovations to its 
qualifi cation. 

Formally launched on 10 October, ACCA’s enhanced 
qualifi cation aims to address the changing needs of a rapidly 
evolving business environment and professional landscape. 
The ground-breaking design for the fi nal level of the ACCA 
Qualifi cation is the latest in a number of innovations that ACCA 
has delivered over the past two years as it seeks to ensure the 
qualifi cation remains as relevant and of as high a quality as 
possible. Read more on page 16. 

We are also very excited to give members a sneak preview 
of the fi ndings of ACCA’s soon-to-be-launched survey into 
attitudes of the next generation of professional accountants. 
The Generation Next survey received a huge response, with just 
under 19,000 ACCA students and members from 150 countries, 
aged between 16 and 36, letting us know their hopes and 
expectations for their careers, including what attracted them to 
accountancy, how they see their career progression, how they 

view their remuneration and the potential impact of technology 
on the profession. You can see the results and what this might 
mean in the future for employers on page 12. 

Also this month, as Stephen Cooper FCCA, board member 
at the International Accounting Standards Board (IASB), enters 
his last year of offi ce, the former analyst talks to AB about his 
time at the board. His term has witnessed one fi nancial crisis and 
two of the IASB’s most signifi cant projects (lease accounting and 
revenue recognition). Throughout, Cooper has brought to the 
discussion table the views of the analyst community, bridging a 
perceived gap between the priorities of standard setters and the 
users of fi nancial statements. See page 18.

We also launch a new series this month that offers practical 
guidance to small and medium-sized practitioners about a range 
of issues. We kick off with how to value your practice. See page 62.

Jo Malvern, editor, joanna.malvern@accaglobal.com

* Thank you to everyone who participated in the Generation Next 
survey, including those of you who also sent in your selfi es, some 
of which we have featured on our cover this month.
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Also from ACCA

AB Direct
Sign up for our weekly news and 
technical bulletins at 
accaglobal.com/ab

Marketplace
See preferential offers for ACCA 
members on a range of products 
and services at accaglobal.com/
marketplace

Accountancy Futures
View our twice-yearly research and 
insights journal including discussion 
on key themes facing fi nancial 
professionals at
accaglobal.com/futuresjournal

Member benefits
To learn more about the 
benefits of ACCA membership, visit 
accaglobal.com/memberbenefi ts  

ACCA Careers
Search thousands of vacancies and 
sign up for customised job alerts at 
the jobs site
accacareers.com

About ACCA

ACCA is the global body for 
professional accountants. We aim to 
offer business-relevant, fi rst-choice 
qualifi cations to people of application, 
ability and ambition around the 
world who seek a rewarding 
career in accountancy, fi nance and 
management. We support our 188,000 
members and 480,000 students 
throughout their careers, providing 
services through a network of 92 
offi ces and active centres.  
accaglobal.com 

Channels and media

Accounting and Business is more 
than just a magazine. You can read 
us, follow us and engage with us – 
and in more ways than one. 

AB hub
See our new AB hub at 
accaglobal.com/ab 

AB app
Download from iTunes App Store, 
Google Play or via the AB hub

AB digital archive
The latest issue and an 
archive of issues stretching back 
to 2009

Twitter
Accounting and Business tweets 
at @ACCA_ABmagazine 

Videos and podcasts
Look for links in the magazine or 
go to accaglobal.com/ab

Webinars
On a raft of topical issues

Accounting 
and Business
The leading monthly magazine for 
fi nance professionals, available 
in six different versions: China, 
International, Ireland, Malaysia, 
Singapore and UK.

There are different ways to read AB. 
Find out more at
accaglobal.com/ab
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▲ Cloud cover
Microsoft has opened 
its first cloud-based 
datacentres in the UK – 
in Cardiff, Durham and 
London – with the NHS 
and Ministry of Defence 
among the likely users

► Reds to go red?
Chinese state-owned 
company Everbright 
and private equity firm 
PCP have made a bid 
for Liverpool Football 
Club, according to the 
Financial Times

▲ Meet the beast
The first flatpack all-terrain 
truck, the Ox, has been 
launched and is set to 
bring aid to remote areas 
of developing countries

▼ Tech transfer 
HP CEO Meg Whitman's 
stripping back of the US 
IT giant continues with 
the sale of its software 
business to UK tech 
company and new FTSE 
100 entrant MicroFocus
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▼ Cool solution
The James Dyson Award 
for UK design innovation 
went to the Isobar, a 
portable device that 
can keep temperature-
sensitive vaccines cool in 
transit in remote regions

▼ Chequered flag
US-based Liberty Media 
completed a US$8.5bn 
deal to take control of 
Formula One motor 
sport. Former F1 boss 
Bernie Ecclestone will 
stay on for three years

▼ Startup bliss
‘Silicon Roundabout’ 
in London – EY’s G20 
Digital Entrepreneurship 
Barometer names the 
UK the easiest place in 
the G20 for starting a 
digital business
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News roundup
This edition’s stories and infographics from across the globe, as well as a look at the 
latest developments and issues affecting the fi nance profession

Shareholders get tough
Shareholders are increasingly 
willing to challenge executive 
pay, according to Deloitte’s 
annual FTSE 100 remuneration 
report. The proportion of 
companies receiving less 
than 75% of votes supporting 
remuneration arrangements 
has almost doubled since 
2012, when there was the 
so-called ‘shareholder 
spring’. Just 26% of the top 
30 companies had their 
remuneration report approved 
by 95% of shareholders or 
more, compared with 52% 
in 2015. Two companies this 
year failed to secure majority 
support from shareholders. 
Concerns cited by investors 
included the lack of 
transparency in the linkage 
between pay and performance 
and the lack of justifi cation for 
pay rises. 

Code revised
A revised version of the UK 
Audit Firm Governance Code 
has been published by the 
Financial Reporting Council 
(FRC). Stephen Haddrill, FRC 
CEO, said: ‘We have clarifi ed 
the purpose of the code in the 
promotion of audit quality; 
helping secure the reputation 
of fi rms more broadly, including 
their non-audit businesses; 
and reducing the risk of fi rm 
failure. New provisions also 
promote greater transparency 
of reporting to all stakeholders 
including on the fi rms’ viability.’

Pay gap ‘unchanged’
The UK’s gender pay gap has 
not closed in 20 years, with 
women with degrees still 
earning 20% less per hour 
than men with comparable 
qualifi cations, research by 

the Institute for Fiscal Studies 
has found. Women are also 
less likely to be promoted, 
states a new report from 
the Chartered Management 
Institute and XpertHR. The 
government is now consulting 
on the introduction of 
gender pay gap reporting 
in the public sector. Justine 
Greening MP, minister for 
women and equalities, said: 
‘The government believes it 
is only right that public sector 
employers should lead the way 
in promoting gender equality 
in the workforce.’ 

Needed: IR culture 
Instilling an integrated 
reporting culture requires 

greater understanding 
of the importance of 
non-fi nancial resources, 
according to a study jointly 
commissioned by ACCA, 
the International Integrated 
Reporting Council and the 
International Association for 
Accounting Education and 
Research. Yen-pei Chen, 
ACCA’s corporate reporting 
manager, said: ‘As integrated 
reporting fi lters through the 
corporate reporting system, 
there is a clear need to educate 
both preparers and users in the 
principles of IR. A vital part of 
this is helping both groups to 
understand and appreciate the 
relevance of capitals other than 
fi nancial capital.’

All change at IIRC
Richard Howitt has been 
appointed CEO of the 
International Integrated 
Reporting Council (IIRC). He 
succeeds Paul Druckman, 
who retires as CEO on 1 
November. Howitt will step 
down from his current role as 
a Member of the European 
Parliament to take up the 
IIRC role. He has been a 
Labour Party MEP since 1994 
and is the second longest 
serving British MEP. Howitt 
is recognised as an architect 
of the European Union’s non-
fi nancial information directive 
and has acted as a voluntary 
IIRC ambassador for the past 
fi ve years.

Five go blockchaining

Blockchain representatives from 
Deloitte, EY, KPMG, PwC and 
Grant Thornton met in August to 
discuss setting up a distributed 
ledger consortium. 

According to the host company 
Consensys (a startup that develops 
apps and tools for public blockchain-
based computing platform Ethereum), 
the gathering at Microsoft’s offi ces 
in New York was the fi rst blockchain 
meeting attended by all the Big 
Four. Griffi n Anderson, Consensys 
head of blockchain accounting, said 
that discussions centred on how the 
accounting industry could work together to develop blockchain standards.

The fi rms’ Asia-Pacifi c affi liates are already moving towards the blockchain technology 
behind bitcoin and other virtual currencies. In June, PwC China signed an alliance with 
Shanghai-based blockchain startup BitSE to bring the technology to the China market. 
PwC China fi ntech partner William Gee said: ‘Together, we aim to be the fi rst professional 
services team to enable adoption of blockchain business solutions in China and Hong Kong 
for fi nancial services, governments and other industry clients.’ BitSE chief technology offi cer 
Shuai Chu said: ‘By teaming up with PwC we can speed up research into and the use of 
blockchain in the China and Hong Kong market.’

Earlier this year, Deloitte partnered with WanXiang Blockchain Labs, a Chinese research 
organisation, to host a two-day ‘blockchain hackathon’ in Shanghai. 

8

Accounting and Business 10/2016

News | Roundup

UK_A_newsroundup.indd   8 13/09/2016   17:27



HMRC cracks down
People evading taxation of 
offshore investments could 
be penalised up to three 
times the tax they try to evade 
under new plans published 
by HMRC. The ability of 
HMRC to catch evaders will 
improve this month, when it 
begins receiving more data on 
accounts and investments from 
the Crown Dependencies and 
Overseas Territories. Jennie 
Granger, director general of 
enforcement and compliance 
for HMRC, said: ‘Our message 
is simple – come to us [and] 
pay the tax and penalties that 
are due, before we target you 
with the introduction of even 
tougher sanctions and game-
changing data.’ 

Carswell: encourage US
Brexit should be used to 
attract US corporations to the 
UK, following the European 
Commission’s demand for 
Apple to pay €13bn in taxes 
to Ireland. ‘The EU has not 
only failed to produce its 
equivalent of Apple, or 
Google, or Facebook, or any 
of the other digital giants, 
but it’s parasiting off them by 
basically using them as a cash 
cow for taxes,’ said Ukip MP 
Douglas Carswell. ‘What we 
should do when we leave [the 
EU] is to offer these businesses 
low, fair taxation.’ 

Sweden gives CT warning
European Union nations 
will take a tougher line in 
Brexit negotiations if the UK 
cuts its corporation tax rate, 
Swedish prime minister Stefan 
Löfven has warned. Löfven 
said: ‘If [the UK], during this 
time [of Brexit negotiations], 
begin that kind of race 
[competing on corporation 
tax rates], that will of course 
make discussions more 
diffi cult.’ George Osborne, 
before he was sacked as 
chancellor, indicated that 
he wanted to cut the UK’s 
corporation tax rate to 
below 15%.

Passporting challenge 
EY has warned that European 
Union passporting rights and 
the ability to retain talent 
from other EU countries are 
the key challenges facing the 
fi nancial services sector as 
Brexit is negotiated. Omar 
Ali, UK fi nancial services 
leader at EY, said: ‘The 
industry has responded with 
the pragmatism, ingenuity 
and day-to-day focus on 
serving its customers that 
has underpinned the UK’s 
longstanding success in 
fi nancial services, and some 
are beginning to highlight 
areas of opportunity.’

Tax scheme defeated
A tax avoidance scheme 
marketed by EY and used 
by Greene King has been 
rejected by the Court of 
Appeal. The scheme involved 
Greene King lending £300m 
to a subsidiary. Jane Ellison, 
fi nancial secretary to the 
Treasury, said that the 
decision is an important 
victory for the Exchequer. A 
spokesman for Greene King 
said it accepted the decision, 
adding: ‘We always ensure we 
comply with tax regulations 
by following the advice of our 
legal counsel and taxation 
experts, including in this 
case, Ernst & Young LLP.’ EY 
declined to comment.

Fast growth for Deloitte
Deloitte’s UK revenues grew 
by 11.2% in the year ending 
May, its fastest growth in 
a decade, with revenues 
reaching £3.1bn. Distributable 
profi t rose by 2.5% to £608m, 
with average distributed 
profi t per partner increasing 
by 1.8% to £837,000. Audit 
and risk advisory revenues 
grew by 16% to £824m; tax 
by 11% to £654m; fi nancial 
advisory by 11% to £475m; 
and consulting by 10% to 
£756m. Sectoral growth was 
strongest in health and life 
sciences, followed by fi nancial 
services, manufacturing 

and technology, media and 
telecommunications. 

Cogital takes on Big Four 
Former Deloitte global 
chairman John Connolly has 
launched an accountancy 
fi rm, CogitalGroup, to 
challenge the Big Four. 
Backed by private equity 
fi rm HgCapital, Connolly 
bought London-based 
accountancy fi rm Blick 
Rothenberg. Connolly said: 
‘We plan to build a different 
kind of advisory business 
with an exceptional level of 
innovative, client-focused 
service. We feel there is a 
place in the market for a fi rm 
focused on entrepreneurial 
businesses, delivering a 
personal service while 
harnessing the value-
enhancing role of technology.’ 

Mazars acquires Corality 
Mazars has acquired Corality 
Financial Group, a provider 
of fi nancial modelling, model 
audit and training services. 
The acquisition is intended 
to improve Mazars’ capacity 
to support the infrastructure 
fi nance market. Mazars UK 
senior partner Phil Verity 
said: ‘This acquisition is a 
signifi cant strategic move 
for Mazars that will enable 
us to increase our footprint 
in infrastructure fi nance and 
to partner with clients in any 
jurisdiction, from Asia Pacifi c 
to EMEA, to the Americas.’ 
Mazars now has a team of 
more than 120 professionals 
in infrastructure fi nance teams 
based in London, New York 
and Sydney.

PwC grows revenue
PwC has grown revenues in 
the UK by 11%, to £3.4bn, 
in the year ending 30 June. 
Consulting revenues grew 
by 26% to £720m; assurance 
by 11%, to £1.2bn; tax by 
8%, to £822m; and deals by 
4%, to £654m. The fi rm has 
extended its pay transparency 
reporting by publishing 

for the fi rst time its social 
mobility data and gender 
and ethnicity targets. Kevin 
Ellis, chairman and senior 
partner, said: ‘Our second year 
of consecutive double-digit 
growth is the result of the 
long-term investment we’ve 
continued to make in our 
people and new technology.’

PwC fined over Cattles 
PwC has been severely 
reprimanded by the Financial 
Reporting Council (FRC) and 
fi ned £3.5m – reduced to 
£2.3m after mitigation and 
a settlement discount – for 
failures in its audit of Cattles 
and Welcome Financial 
Services. PwC will pay an 
additional £750,000 towards 
the FRC’s costs. Simon 
Bradburn, PwC’s Cattles 
audit partner for 2007, was 
fi ned £120,000, reduced to 
£75,600 after mitigation and a 
settlement discount, and was 
also severely reprimanded. 
PwC said: ‘While the FRC has 
acknowledged that we had 
been deliberately misled by 
third parties, we recognise that 
certain aspects of this 2007 
audit fell short of expected 
standards.’ 

Tech boost for risk
PwC is to recruit more than 
1,000 technology specialists to 
its UK risk assurance business 
over the next four years. The 
new recruits will work in London 
and the regions helping 
clients address cybersecurity, 
data management, business 
systems, and technology 
risk and controls. This latest 
recruitment drive is in addition 
to an earlier announcement 
that PwC is seeking more 
than 1,000 data scientists 
to work in the fi rm’s deals 
business globally. 

Decision time
Internal audit must choose 
between evolution or 
irrelevance, concludes 
Deloitte’s 2016 Global Chief 
Audit Executive Survey. » 
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Its survey of 1,203 respondents 
in 29 countries found that 
almost all internal audit heads 
expect their organisations 
and functions to change 
substantially. Internal audit 
leaders recognise that 
stakeholders expect more 
forward-looking reports 
that consider risks, strategic 
planning, IT and business 
performance. Internal audit 
should consider embedding 
analytics fully into the internal 
audit lifecycle, streamlining 
reports, acquiring analytics 
capabilities and leveraging 
alternative resourcing 
strategies, suggests Deloitte. 

Get credit in order
Companies could release €1.1 
trillion for working capital 
if they improve their credit 
management functions, 
according to a PwC review 
of global working capital 

performance. The review 
looked at the operations of 
more than 13,000 businesses 
over a 10-year period. On 
average globally, it takes 
43.4 days before an invoice 
is paid. Daniel Windaus, 
working capital partner at 
PwC and lead author of the 
report, said that companies 
should re-learn the lessons 
following the 2008 fi nancial 
crisis by tightening their 
cashfl ow management.

FRC guidance scrutinised
FTSE 350 companies should 
ignore some Financial 
Reporting Council (FRC) 
guidance regarding the 
preparation of accounts, 
argues the Local Authority 
Pension Fund Forum 
(LAPFF). The LAPFF claims 
that company accounts 
must contain numbers that 
enable a determination of 

distributable profi ts and that 
failure to comply may create 
problems for companies 
that pay dividends but later 
become insolvent. It claims 
that a Freedom of Information 
request has revealed that 
FRC claims to be supported 
by government in its advice 
were incorrect. A spokesman 
for the FRC said it stands by 
its guidance. He added: ‘Our 
position on this issue is clear: 
the Companies Act 2006 
does not require the separate 
disclosure of a fi gure for 
distributable profi ts. Ultimately 
interpretation of the act is a 
matter for the courts.’

Dividends beat pensions
UK companies are paying 
fi ve times more in dividends 
than they are contributing to 
pension schemes, according 
to analysis by Lane Clark 
& Peacock (LCP). The fi rm 

predicts that regulatory 
pressure on companies to 
reduce pension fund defi cits 
will now increase following the 
collapse of BHS. LCP’s annual 
Accounting for Pensions report 
found that at the 2015 year 
end the total pension fund 
defi cit of FTSE 100 companies 
was £42.3bn. This was less 
than they paid out in dividends 
during the year, at £53bn.

MTD delayed
The introduction of Making 
Tax Digital (MTD) has been 
delayed for most businesses 
until 2019, Treasury fi nance 
secretary Jane Ellison has 
confi rmed. She said the delay 
was to give businesses more 
time to prepare. Leaving the 
European Union is likely to 
lead to VAT being replaced 
by a new consumption tax. 
VAT was to have been subject 
to MTD-style reporting 
during 2019/20. Chas Roy-
Chowdhury, ACCA’s head of 
taxation, said that without 
clear return deadlines under 
MTD, the whole compliance 
system needed to be revised. 
See also ‘Technical update’ on 
page 52.

In the dark over MTD?
Almost half of micro-
businesses are unaware of 
HMRC’s plans to introduce 
Making Tax Digital (MTD). 
According to a survey 
conducted by software 
company FreeAgent, 43% of 
micro-business owners and 
freelancers do not know about 
MTD or its potential impact. 
Even the vast majority – 86% 
– of those aware of MTD say 
that they have received too 
little information to plan for 
MTD’s adoption.

Sage issues warning
A data breach has led to 
software company Sage 
giving a warning to UK 
customers. ‘We believe 
there has been some 
unauthorised access using 
an internal login to the 

The world’s powerhouse cities

China has claimed three of the top fi ve spots (with Shenzhen ranked sixth) in an inaugural 
Global Cities 30 index. The US fi lled fi ve of the top 10 rankings, while London made 10th rather 
than an anticipated fourth following the UK’s vote to leave the European Union. Compiled 
by Schroders from an analysis of 161 cities, the index is based on factors such as projected 
economic growth, the disposable incomes of citizens and the working age of the population.

4
Beijing

2
New York

5
Dallas

3
Tianjin

1
Shanghai

Source: Schroders Global Cities Index
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data of a small number of 
our UK customers,’ said a 
Sage statement. ‘The City of 
London Police has now made 
an arrest in connection with 
this case, and we continue 
to work closely with the 
authorities to investigate the 
situation.’ According to the 
police, a 32-year-old woman 
was arrested as part of the 
fraud investigation. 

Tesco charges
Three former Tesco 
executives have been 
charged by the Serious 
Fraud Offi ce (SFO) with 
false accounting and fraud 
by abuse of position. The 
three are former UK fi nance 
director Carl Rogberg, former 
UK managing director 
Christopher Bush and former 
UK commercial director for 
food John Scouler. The SFO 
said that its investigation into 
Tesco’s fi nancial reporting 
is continuing. In a separate 
development, the Financial 
Reporting Council said it 
had closed its investigation 
into the conduct of former 
Tesco CFO Laurie McIlwee, 
having concluded there was 
no realistic prospect that 
a tribunal would make an 
adverse fi nding against him.

Coats Group investigated
The Financial Reporting 
Council has begun 
investigating professional 
conduct relating to pension 
schemes within the former 
Guinness Peat Group, now 
the Coats Group, in the 
period from 2004 to 2012. 
The investigation follows a 
referral from the Institute 
and Faculty of Actuaries 
arising from the Pension 
Regulator’s investigation into 
the group’s pension scheme 
arrangements. The conduct 
of professional accountants 
as well as actuaries will be 
investigated. The group was 
told by the regulator two years 
ago to increase its pension 
scheme funding.

NHS must save more
NHS trusts in England must 
achieve twice the level of cost 
savings in the current fi nancial 
year of previous years if they 
are to avoid crude rationing of 
services, says a report from the 
Nuffi eld Trust. NHS providers 
have been asked to cut 4%, 
£3.8bn, from their costs in the 
current year. A report from 
the Health Select Committee 
in July described the scale of 
NHS trusts’ funding challenge 
as ‘colossal’. 

Rate localisation worry
Some county councils are 
concerned that they will 
lose funding as a result of 
business rates localisation. 
Analysis by Pixel Finance 
Management for the County 
Councils Network found 
that rural county councils 
could lose out because 
of the number of small 

businesses claiming rates 
relief. Consequently, an 
increase in the number of 
business premises being used 
may not lead to increased 
business rates income. The 
study pointed out that there 
is a high level of volatility in 
business rates income, with 
some of the most prosperous 
counties actually recording 
falls in business rates income.

US in EU tax attack
The US Treasury has attacked 
the European Commission 
for setting itself up as a 
‘supranational tax authority’ 
and unfairly targeting US 
corporations. As well as 
instructing Apple to pay 
Ireland €13bn in back tax, the 
commission is investigating 
Amazon’s and Fiat Chrysler’s 
tax deals with Luxembourg, 
and has instructed the 
Netherlands to recover 

between €20m and €30m 
in additional taxes from 
Starbucks. Member states’ 
tax settlements involving 
McDonald’s, Google and 
Microsoft are all under review 
by the commission.

HMRC supplier dropped  
HMRC is to end its outsourced 
contract with Concentrix, a 
company it employs to check 
tax credits entitlement. It 
will  bring in 150 of its own 
staff until the Concentrix 
contract ends. The US fi rm 
was awarded the contract, 
worth £55m-£75m over three 
years on a payment-by-
results basis, in 2014. It was 
projected to bring in £1bn, 
but HMRC has identifi ed only 
£280m of savings so far and 
is concerned about apparent 
errors. ■

Paul Gosling, journalist

Start-up sum for success

A survey of 850 SMEs has found that the average amount needed to start a business in the 
UK today is £27,520. A report by fi nance provider LDF fi nds that Manchester is the most 
expensive place to start up. Newcastle was the most cost-effective, with most owners there 
borrowing £17,008 to get off the ground. The research also highlighted that the leisure 
industry needs the most cash to start up, with professional services coming in at 12th place.
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Generation Next
The next generation of finance professionals is ambitious, highly motivated and under no 
illusion as to the range of skills that will be required of them in the future

Y oung finance professionals are ambitious, 
internationally minded and confident about the future 
impact of technology – all characteristics that position 

them well to face the challenges of finance and management 
in today’s world. 

ACCA’s Generation Next survey, attracting responses from 
almost 19,000 finance professionals aged 16 to 36 from 150 
countries, finds that these leaders of tomorrow want to build long-
term careers and develop varied skills. ‘The hopes and aspirations 
of the next generation of accountants are very different from their 
predecessors,’ says ACCA’s head of corporate sector and author of 
the report, Jamie Lyon. ’They are very engaged, as the incredible 
response rate to the survey shows, and make it crystal clear to their 
future employers what they want  and expect from their careers.’

According to the survey report, to be launched soon, 
Generation Next professionals fully appreciate the value of a 
finance career: the vast majority (85%) think that finance career 
experience will be valuable for leaders in the future. They also 

Trending in the UK

For Generation Next finance professionals in the 
UK, the opportunity to learn and develop their 
skills and career progression opportunities were 
the two most important factors attracting them 
to join their employer, closely followed by the 
financial remuneration on offer and the prospect 
of interesting work. UK respondents were also 
relatively interested in job security and work-life 
balance. Mobility and international opportunities were 
considered least important.

The vast majority (90%) of UK survey respondents 
agree or strongly agree that a finance career 
background will be valuable for organisation 
leaders in the future. They clearly think that the skills 
gained from the professional qualification, as well as 
the accompanying experience, provide individuals 
with the vital attributes needed for leadership, 
such as analytical ability, business understanding 
and ethics.

Many members of Generation Next based in the 
UK have entrepreneurial tendencies: the majority 
(68%) of survey respondents intend to start their 
own business at some point in the future. When they 
do they will be drawing on the business insights 
gained during their finance career, as well as the 
management and communication skills their finance 
roles will have helped them to develop.

Technology is widely seen as an enabler rather than 
a threat: while 50% of UK respondents agree or strongly 
agree that technology will replace many entry-level 
roles in the profession, 82% believe that it will enable 
finance professionals to focus on much higher value-
added activity. 

This is encouraging, given the growing 
expectations that many employers, clients, 
regulators and other stakeholders have 
of professional accountants. Generation Next 
finance professionals who are confident in their 
ability to use technology effectively will be well-
placed to meet those expectations and rise to 
the challenge of operating in a complex, global 
business environment.

Importance of factors attracting 
respondents to employers in the UK

* Factors graded by mean score

4.5 Opportunity to learn and develop skills

4.5 Career progression opportunities

4.4 Financial renumeration/package

4.4 Interesting work

4.3 Job security

4.3  Work-life balance

4.1 Match with skillset/strengths

4.1 Work location

4.0 Corporate values/culture

3.9 Flexible working arrangements

3.5 Innovation, eg use of new technologies

3.3 Employer brand

2.8 Mobility/international opportunities
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have leadership aspirations themselves: the great majority (87%) 
aim to lead a fi nance team at some point in their career. 

As for their current situation, around half of Generation Next 
professionals think they have a good work-life balance: 53% of 
professionals at the top end of the 16 to 36 age range say they 
are satisfi ed or very satisfi ed with their current state, compared 
with 45% of the youngest professionals. But there is generally 
less satisfaction with remuneration. Overall just under a third 
(32%) of survey participants are satisfi ed with their remuneration, 
although older individuals are again more likely to be content.  

Why finance?
The young fi nance professionals surveyed by ACCA were most 
likely to be attracted to a career in fi nance because of the long-
term career prospects (43%). But many also value the opportunity 
to develop a broad range of skills (40%) and use them in a wide 
range of roles inside and outside of fi nance (36%). 

Such awareness of the value of broad skills and the variety of 
roles in which fi nance professionals can act is encouraging, given 
ACCA’s recent research into the skills and capabilities that will be 
required of them in the fast-changing, complex modern world. 
As identifi ed in ACCA’s June 2016 research report Professional 
accountants – the future, developments in four broad areas – 
regulation and governance, technology, the expectations of 
stakeholders and globalisation – are likely to have a signifi cant 
impact on professional accountants in future. If today’s emerging 
professionals are to thrive, they need to develop a range of 

competencies that include technical knowledge and skills as well 
as interpersonal behaviours. ACCA has identifi ed seven such 
competency areas that include aspects such as digital awareness, 
creativity, emotional intelligence and vision.  

The opportunity to learn and develop such competencies 
is the key factor in future professionals’ decisions to stay with 
their employer (89%), closely followed by career progression 
opportunities and remuneration. However, it seems that many 
young fi nance professionals are a little disappointed by their 
current employer: only 38% agreed that their current organisation 
offers them opportunities to achieve their career goals.  

By a considerable margin, young fi nance professionals think 
on-the-job learning is the most effective way to improve their 
professional capabilities (selected by 52%), although many 
also appreciate the value of mentoring, job rotations and 
secondments. Further professional qualifi cations are ranked 
fourth in terms of effectiveness. 

Onwards and upwards
Young fi nance professionals are ambitious and want to move 
onwards and upwards fast. Almost 50% of respondents to the 
Generation Next survey have been in their current role for less 
than two years, while only a minority have held the same role for 
more than fi ve years. Most are expecting to be on the move in 
the near future: over a third of the young fi nance professionals 
surveyed would like to change jobs in less than a year, and 70% 
would like to change jobs within two years.»

Technology will 
enable fi nance 
professionals 
to focus on 
much higher 
value-added 
activity

Technology will 
replace many 
entry-level 
roles in the 
profession

A fi nance career 
background 
will be 
valuable for 
organisation 
leaders of the 
future

Future drivers

Career goals pursued

■ Strongly disagree       ■ Disagree       ■ No strong feelings       ■ Agree       ■ Strongly agree

4%1% 2%
18%8% 15%

28%
38%

44% 30%
52%

38%
20%

Start my own 
business

■ Next career move       ■ Later in my career

4% 64%

13

10/2016 Accounting and Business

Future of the profession | Focus

UK_F_GenNext.indd   13 14/09/2016   15:03



the way finance professionals work. Manual bookkeeping will 
become a relic of the past, while complex processes such as 
the financial close will be increasingly automated. Technology 
is also expected to support more real-time reporting and 
analysis, shaping the way that finance professionals and their 
organisations collaborate, communicate and report. 

Generation Next professionals are aware of such drivers for 
change. Most of those surveyed (57%) expect technology to 
replace many entry-level professional roles, but they aren’t fazed 
by this. They see the benefits that technology can bring: 84% 
agree that the growing use of technology will enable finance 
professionals to focus on much higher value-added activity.

‘It’s important that these young finance professionals take the 
opportunities presented by developments in technology and 
become agents of change for their employers,’ says Lyon. ‘Those 
who succeed in building the broad skills needed to thrive in the 
global, fast-moving, data-heavy environment can look forward to 
becoming the finance and business leaders of tomorrow.’   

Similarly, employers are encouraged to understand what 
drives Generation Next professionals. ACCA’s research has found 
that they have a real appetite to learn and to progress, and most 
are willing to move locally, regionally and internationally in order 
to gain the development and career opportunities they seek. 
‘Helping talented individuals to fulfil such developmental goals 
could well be a more powerful retention lever than pure financial 
remuneration,’ Lyon adds. ‘The more that organisations can 
develop stimulating career paths that provide broad business as 
well as finance experience, the more likely they are to maximise 
the potential of their Generation Next professionals.’ ■

Sarah Perrin, journalist 

Two-thirds (67%) want their next role to be a promotion, 
although 33% see the value in a sideways move, which could give 
them new skills and business insights. They are willing to change 
employers to achieve their goals – 61% expect their next move 
to be outside their organisation. 

Moving between sectors at some point is widely anticipated 
by young finance professionals: 73% of those surveyed aim to do 
so at some point in future. Similarly, four out of five Generation 
Next professionals surveyed would like a role in a different country 
or region at some point – and over a third hope to achieve this in 
their next career move. This high degree of interest in international 
experience indicates that younger finance professionals recognise 
that, as affirmed in Professional accountants – the future, the world 
is far more connected than ever before.  

While young finance professionals value the long-term career 
prospects enabled by their qualification, they don’t necessarily 
expect to realise those prospects solely within the finance remit. 
Over half (60%) would like to pursue a role outside of finance 
or the accounting profession at some point. This isn’t to say that 
some would not return to finance after gaining new experience 
in a different type of role. In fact, given the complex environment 
in which finance teams operate now and will operate in future, 
gaining such broad experience can only support the effective 
performance of finance leaders.

In addition, many Generation Next professionals have 
entrepreneurial aspirations. Over half (60%) of survey 
respondents anticipate leaving the finance profession to move 
into a more general business role at some point in future. Even 
more (81%) would like to start their own business, typically later 
on in their careers.

Unfazed by technology
As highlighted in Professional accountants – the future, 
technology is one of the key drivers for change in the finance 
arena. Intelligent automated accounting systems, cloud 
computing, and smart software and systems are already changing 

For more information:

See Generation Next shortly and Professional accountants 
– the future now at accaglobal.com/thefuture

Today’s professional accountants look to the future

‘It’s not just about behaving ethically but demonstrating this. This is the biggest change coming up, not just for accountants but 
for business in general.’ 
Alan Knapp, technical and training partner, PKF Littlejohn, UK

‘Technology means that everything is in the shop window. Finance people need to be more aware of how they can impact on 
the business because of things they say on social media.’
Frances Carter FCCA, retired civil servant, formerly at the Department for Education, UK

‘The best training is on the job: seeing how the person above you or a line manager or partner deals with real-life situations.’ 
Shekh Motin FCCA, director, specialised services finance, NHS England

‘Accountants need to be less focused on what happened last year or last month, and more aware of the strategic position of 
the company and where it wants to be in the future – not just the end of the year.’ 
Helen De Spretter FCCA, DEFRA, UK

14 Focus | Future of the profession

Accounting and Business 10/2016

UK_F_GenNext.indd   14 14/09/2016   15:03

www.accaglobal.com/thefuture


-UK_Ads-Oct16_600dpi.indd   9 14/09/2016   10:13

www.go.sage.com/sage-one-acca


ACCA members 
are the best 
trained and 
prepared in 

the world  

What the changes mean for members

Together we’re shaping the future of the profession. 
Insight from you – our global network of members – 
inspired us to conduct our Professional accountants 
– the future research, which defi ned the unique blend 
of technical and professional skills and ethics that 
professional accountants will need to remain relevant into 
the future. Our members around the world recognise the 
changes ahead and work hard to keep themselves, and 
their organisations, ahead of the curve. We see this every 
day through your commitment to your own continuous 
professional development, and the increasing demand for 
ACCA-qualifi ed accountants in all sectors and parts of the 
world. ACCA members continue to lead the profession. 
You’re more valued and more in demand than ever.

Since 2014, we’ve been working in collaboration 
with our members, employers and education providers 
worldwide to evolve the ACCA Qualifi cation. Together 
we’ve designed a market-leading qualifi cation that 
develops the skills needed for the future but still retains 
the high standards of rigour that you – and employers 
– demand. Our latest innovations make us the very fi rst 
professional accountancy body to truly integrate deep, 
broad technical skills and ethics with wider professional 
skills and a real-world focus. It’s this blend of skills that 
employers tell us they vitally need from newly qualifi ed 
professionals. So these latest innovations will set us apart – 
making sure that, like today, the next generation of ACCA 
members will continue to be the best trained and best 
prepared professional accountants in the world.
 
Are new resources available for members?
Yes. Our Professional accountants – the future research 
gives unrivalled insight into the future of the profession 
and what it means for business, employers and individuals. 
Leading on from this, we’ve developed our unique 
professional quotients model that defi nes the skills 
needed in the future. And a new interactive assessment 
tool lets you rate your current competence against future 
skills, and link to expert tips and relevant CPD. You can 
access the tool at accaglobal.com/thefuture.
 
How have you ensured the same high standards?
We liaised with regulatory bodies and gained their 
assurance that we’re testing students to the same high 
standard. This ensures that our students and members 
continue to benefi t from our current statutory and 
education recognition. We also continue to meet 
International Federation of Accountants standards and 
the Strategic Professional exams have been benchmarked 
at Level 8 on internationally recognised education 
frameworks; this is equivalent to Master’s degree level.
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Introducing innovations to 
the ACCA Qualification
ACCA’s Alan Hatfield unveils exciting changes to the qualification, designed to 
equip tomorrow’s accountants with the skills they need in a changing world

Strategic Business Leader – innovative case study
A new innovative case study uses real-world scenarios to set 
challenges that require students to use their combined technical, 
professional and ethical skills in the evaluation, synthesis and 
presentation of their responses. Mirroring the workplace, 
students will be required to present their answers to the standard 
employers expect from future business professionals.  

Strategic Business Reporting 
We take the qualification’s current holistic view of reporting to 
new levels. The underpinning principles of corporate reporting 
remain, but these are enhanced by giving students the skills 
needed to confidently speak the language of business and 
explain reports to a wide variety of stakeholders. 

Options exams – unique opportunity to specialise  
Our Options exams remain available, offering the unique 
opportunity to specialise in areas of greatest relevance to a chosen 
sector or career path.   

Integrated Master’s degree
The ACCA Qualification includes the world’s first Master’s 
degree integrated with a professional accountancy qualification, 
delivered with the University of London.  

New Ethics and Professional Skills module
With our new Ethics and Professional Skills module, we’ll be the 
first to deliver a unique module that focuses on developing the 
complete range of professional skills employers have told us they 
need. Building on our pioneering Professional Ethics module, it 
continues to develop the vitally important ethical behaviour and 
judgment, complementing this with the broader communications, 
commercial, innovation, analysis and evaluation skills vital for 
career success. ■

Alan Hatfield is executive director, strategy and 
development, ACCA

When you see the 
ACCA letters after a 
professional’s name, you 

know you’re looking at someone 
with a great combination of 
strategic thinking, broad, deep 
and up-to-date technical skills, 
the highest ethical standards and 
a practical, real-world approach. 
ACCA members pride themselves on 
being ahead of the curve – helped 
by our global network, professional 
insights and CPD resources. 

The ACCA Qualification is the essential foundation of every 
ACCA professional. Its continued evolution and relevance has 
ensured that, throughout our history, we’ve developed the next 
generation of professional accountants with the skills the world 
needs. Since 2014, we’ve been carefully designing innovations to 
the ACCA Qualification. We consulted extensively with members, 
employers, education providers and regulators worldwide, and 
used the findings from our leading Professional accountants – the 
future research. Already, many significant innovations to the ACCA 
Qualification are in place, for instance:

* our Knowledge exams that test early workplace application

* our new Skills exams that use real-world technology

* our revamped practical experience requirements 

* our market-leading integrated BSc and MSc degrees. 
So now we unveil our latest developments to the final level of the 
ACCA Qualification – the new Strategic Professional level, and 
our new Ethics and Professional Skills module.

Strategic Professional level
With the Strategic Professional level, we’re setting a new 
standard by fully integrating deep, broad and relevant technical 
expertise with ethics and professional skills. Because every 
element has a real-world focus, our students will be prepared 
to handle the challenges they’ll face in the workplace. The 
result is strategic, forward-thinking professionals equipped with 
the unique blend of skills needed to hit the ground running 
– and add immediate value to their employers. The Strategic 
Professional level is benchmarked at Master’s level on a number 
of education frameworks. Its innovative features are:

For more information:

For more on the changes to the ACCA Qualification and 
our research, go to accaglobal.com/thefuture
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The investors’ champion
No voice at the standard-setting body the IASB has been more in tune with the investor 
point of view than that of former equity analyst Stephen Cooper FCCA

they have little interest in the development of standards in 
accounting,’ he says. ‘There’s a lot of moaning about the quality 
of financial reporting but no real incentive for them to do 
anything about it. It was like that when I joined the board and it’s 
the same today – some are interested and involved, but not that 
many. The people who care about financial reporting and who 

want to do something about it are the 
people who tend to become involved.’ 

Cooper has been a member of 
the IASB’s analyst representative 
group (now called the capital markets 
advisory committee) since it was set 
up in 2003 and has actively promoted 
greater interaction with investors 
and analysts. He is closely involved 
with the IASB’s investors in financial 
reporting programme, set up in 2014 to 
encourage greater participation of buy-
side investors in the standards-setting 
process (it recently announced that 
three more investment organisations 
had joined the programme, taking 
membership to 18). ‘It’s long been 
recognised that the board needs » 

Being a member of the International Accounting 
Standards Board (IASB) is unlike any other role in 
the accountancy profession. It not only requires an 

encyclopaedic knowledge of technical accounting, but also 
the ability to debate, negotiate and accept the consensus 
view. You must be willing to have your decisions and thought 
processes scrutinised and commented on, your arguments 
broadcast across the world, and your decisions questioned 
(and at times heavily criticised). You also have to spend a 
significant proportion of your working life on a plane and 
accept that to other accountants, you’re a boffin. It takes 
broad shoulders to take all that on.

Cue Stephen Cooper. Over the past nine years the FCCA and 
former analyst has become one of the IASB’s most respected 
and original voices, providing a valuable user-focused viewpoint. 
When his second five-year term as a board member ends in July 
2017, he will be sorely missed.

His time with the IASB has certainly been eventful, spanning 
the financial crisis and most of the board’s major projects, 
including lease accounting and revenue recognition. He has 
played an important part in improving financial reporting during 
that time, something he is uniquely positioned to judge because 
of his previous role as a managing director in the equities 
division at UBS Investment Bank.

‘At UBS it was a massive problem for us, having different 
reporting systems around the world,’ he says. ‘Financial 
reporting has improved during my time on the board because 
of changes to pensions accounting, leases, disclosures, share-
based payments and so on, but the 
main benefit is largely because of 
globalised accounting.’

The analyst who stepped up
And that is the central conundrum 
when it comes to analysts and financial 
reporting: the quality of reporting 
makes a big difference to the work of 
the analyst community, yet it has been 
notoriously difficult for the IASB to 
persuade analysts to contribute their 
views to the standards-setting process, 
let alone persuade an analyst to sit 
on the board. Cooper is very much 
an exception.

‘Very few analysts take an interest 
in standard-setting, and generally 

‘In standard-
setting you can’t 

get everything 
you want. I still 

get frustrated 
when people 

don’t agree 
with me’

2009 
Became full-time IASB board member 

2007 
Became part-time member of IASB 

1997 
Appointed equity valuation analyst at UBS Investment 
Bank, subsequently becoming MD and head of valuation 
and accounting research

1988  
Set up freelance training and consultancy business

1986 
Started working for Schroders in corporate finance division 

1985
Awarded MSc in accounting and finance by LSE
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Basics

Five-year plan

See the video 
of IASB chairman 
Hans Hoogervorst 
on his plan for his 
next five-year term 
bit.ly/HH-five-years.

them into their equity valuations. So I wrote a paper to that effect, 
saying this is what financial statements would look like if these 
payments were treated as an expense. It got a lot of attention 
because that argument went against the consensus at the time.’

As a result of his paper, he was invited to join an IASB 
group on share-based payments, which advised the IASB on its 
exposure draft and then IFRS 2, Share-based Payment. Soon 
after, the IASB launched a joint project with the US Financial 
Accounting Standards Board (FASB) on financial statement 
presentation, and Cooper was invited to join the international 
working group that advised both boards. The presentation 
project was eventually put on hold in 2010 – officially because it 
was clashing with other projects but unofficially because it was 
growing out of control. The board has now formally decided to 
include primary financial statements in its research agenda and 
work has started, with a discussion paper likely in 2017.

Space cadets and dinosaurs
In July 2007, he joined the IASB as a part-time member. ‘It was a 
good time to leave investment banking,’ he says with a smile. At 
the time, there was speculation about his position on the wider 
use of fair value – or, as then chairman David Tweedie liked to 
categorise members on the issue, whether he was a space cadet 
or a dinosaur. Cooper recalls the fair value issue as a big topic 
when he joined the board but did not feel under pressure about 
it. ‘At least, if there was, I didn’t feel it,’ he says. ‘All I remember 
is that after my second or third meeting one of the other board 
members politely enquired if I was a space cadet.’

His biggest adjustment involved stepping into a world where 
to make a difference he had to persuade at least seven others 
of his point of view. ‘I had attended one board meeting before, 
when they were discussing pensions accounting, and I’d got very 
frustrated because I disagreed with what they were saying and 
couldn’t put my point forward. At my first meeting as a board 
member I remember we discussed earnings per share; I gave a 
long explanation for why I thought we should do something in a 
particular way, and then got voted down by 11 to 1.

‘I found that feeling of not being in control difficult. At UBS 
I could decide what to do and how to do it – I could make 
decisions. But at the board I couldn’t; I could only supply one vote 
and I only had control of one vote. It was a question of adapting.’

Within months, the financial crisis hit and the board came 
under intense pressure to amend its financial instruments 
standard, IAS 39, to allow some instruments to be reclassified, 

as was the case with US GAAP at the time. The 
IASB rushed through an amendment in under 
a week, without due process, allowing some 
instruments to be reclassified from ‘fair value 
through profit and loss’ to ‘available for sale’ 
in some circumstances. Deloitte estimated at 
the time that without that amendment £4.25bn 
would have been recognised as losses in 
income in the third quarter of 2007 by just the 
nine European financial institutions that chose 
to apply it.

more input from the investor community and I’m pleased to have 
contributed to that,’ says Cooper.

The accidental accountant
His own involvement with standard-setting evolved gradually. He 
is, in a sense, an accidental accountant – his first career choice 
was electrical engineering. ‘But I decided that wasn’t for me and 
was left at home wondering what to do next. My brother was an 
ACCA and I thought, why not?’ 

He took a job with a small firm, moving on to Baker Rooke 
(now Baker Tilly) where he qualified in 1983 before studying for 
a master’s at the LSE. In between the MSc and setting up by 
himself in training, he had a spell at Schroders (the merchant 
bank not the fund manager) working in corporate finance on 
M&A transactions, IPOs, etc. It was here he really got interested 
in the valuation of businesses and the analysis of financial 
statements, which has led to everything else he has done.

It was the dotcom bubble of the late 1990s that led him into 
standard-setting. ‘When I joined UBS in 1997 someone was 
writing a paper on equity valuation, which was a big issue at the 
time. But they were appointed head of equities in Japan just 
after I joined, and the firm desperately needed someone to finish 
the paper off. So they asked me.’

As it turned out, that project (along with UBS’s 
research department) came to an abrupt halt 
when UBS merged with Swiss Bank Corporation 
in 1998, but Cooper’s interest in the valuation 
and analysis of internet companies soon brought 
him to the attention of standard-setters. 

Share-based payments was an area of 
particular interest for Cooper. ‘I felt we needed 
a better way of including share-based payments 
in financial statements. I felt they should be an 
expense because investors needed to factor 

* There are currently 12 board 
members of the IASB. The 
permitted maximum was recently 
reduced to 14

* A minimum of nine votes are 
needed to pass a standard

* The board meets at least once a month (except 
sometimes in August)

* The IFRS Foundation has 150 staff from 31 countries

* 116 jurisdictions require IFRS for all or most domestic 
publicly accountable entities 

* The IFRS Foundation’s revenue totalled £28.4m in 
2014, including contributions of £22.6m
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[International Financial Reporting Standard]. There were vast 
differences around the world in insurance accounting and our 
standard will be a big improvement. I’m unhappy about specific 
parts of it – with other comprehensive income, for example – but 
in standard-setting you can’t get everything you want. I still get 
frustrated when people don’t agree with me; you never get to 
what you think is precisely the right answer.’

The question of what he will do after leaving the board 
remains open. ‘I’m not making plans at this stage, but I haven’t 
had a break for 20 years, so I might take a short time off. But I’ll 
miss the intellectual challenge. How will I change accounting and 
how could it be better? That’s a unique challenge.’ ■

Liz Fisher, journalist

While the reclassification issue was a difficult time for the 
board, Cooper also identifies many high points while he was 
involved with the IASB. ‘IFRS 2 was probably my greatest 
satisfaction. Having written so many times that share-based 
payment was an expense, and having been through so many 
arguments, it was very pleasing to be vindicated. I’m also 
pleased about getting rid of the corridor method in pensions 
accounting, as that was a big source of confusion for investors. 
And getting leases onto the balance sheet.’

One constant during his time on the board has been 
accounting for insurance contracts – the project was under way 
when he joined and the final standard is currently being drafted. 
His verdict on it as good but not perfect sums up the life of a 
standard-setter. ‘It’s a massive achievement to reach a final IFRS 
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Snapshot: packaging

The global packaging sector is a 
US$1 trillion industry globally and 
growing at a steady 3% per annum. 
Consumer trends are big infl uencers, 
especially for food. Convenience, 
lifestyle and increasing disposable 
incomes in emerging markets are 
fuelling an increasing desire for 
packaged products.  

Packaging companies face 
regulatory pressure to address 
environmental issues. For example, 
there has been a big rise in the use 
of fl exible packaging technology. 
Producers are also very aware of the 
part they play in brand protection 
and development, although 
tobacco packagers selling into EU 
countries now face an advertising 
ban – an example of how health 
and wellbeing regulation plays 
a role. All these features require 
investment in technology and plant, 
which in turn makes a strong case 
for consolidation. While glass and 
metal packaging is dominated 
globally by large players in each 
region, plastic and cardboard 
production is more fragmented.

Mergers and acquisitions 
specialists need to be strategic, 
numerate and analytical with a 
global outlook. To understand 
the pressures clients face, fi nance 
professionals need a mindset 
around brand development, plus a 
knowledge of manufacturing and 
engineering issues.

Nick Wood, corporate fi nance 
partner specialising in packaging, 
Deloitte 

The view from
Christopher McKeown ACCA, corporate fi nancial analyst 
at RBS and 2016 Young Accountant of the Year

I studied maths at Heriot-Watt 
University and developed a keen 
interest in the fi nancial markets, which 
drove me to pursue a career within 
fi nancial services. Given the transferable 
skills attached to my degree, moving into 
the Big Four and getting accountancy 
qualifi ed seemed like a logical step and 
excellent platform to start my career. 

I studied for my ACCA Qualifi cation 
whilst training with EY. I initially joined 
the asset management assurance 
department in Edinburgh, helping to 
manage the audit of a wide range of 
UK regulated funds. Upon qualifi cation, 
I moved to Sydney, Australia to gain 
commercial experience, working in 
the transaction advisory services team, 
providing transaction support on what 

became a number of ground-breaking 
transactions in 2015. 

Working for a global organisation 
has given me access to unrivalled 
opportunities beyond the UK. In 
addition to working in Edinburgh and 
London, and moving to Sydney, I also 
did a three-month secondment to India 
in 2014, to work on the audit of a leading 
global asset manager.

At EY my potential was rewarded in 
2014 with a place on the prestigious 
EY Aspire programme, a talent 
development framework aimed at 
the highest performing seniors across 
EMEIA. I received the highest possible 
internal EY performance grading and was 
recognised as a ‘strategic talent’. 

I returned to Edinburgh in 2016 and 
joined the RBS corporate fi nancial 
analysis team. It is responsible for 
producing in-house reports focusing 
on the fi nancial analysis of existing and 
prospective corporate clients.

This year I won the Young Accountant 
of the Year Award at the Scottish 
Accountancy & Finance Awards. The 
judging panel seemed interested in my 
international experience with EY, as well 
as the commercial experience gained in 
transaction advisory and with RBS. 

Completing the ACCA Qualifi cation was 
an important milestone in my career. 
When part-qualifi ed it can feel like a lot of 
doors are shut. Since passing my exams, I 
have used the qualifi cation as a passport 
and leveraged off it at every opportunity.

When I meet aspiring accountants my 
message is a simple one. I thoroughly 
recommend they consider the ACCA 
Qualifi cation. Having the ACCA letters 
after your name will open many doors. 

Away from work my downtime revolves 
around sport. I enjoy snow skiing, water 
skiing and football. ■

My message 
to aspiring 

accountants is a 
simple one:
 having the 

ACCA letters after 
your name will 

open many doors
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Don’t let your guard drop
Five years on from the Bribery Act, companies may have become complacent, but with a 
global standard imminent, now is a good time to refocus on bribery risk, says Steve Giles

Bribery and corruption continue to 
blight the world economy. In addition 
to the harm they cause to poor and 
developing countries, they deal a hefty 
blow to the reputation of organisations 
and individuals caught up in corruption 
investigations, as the Petrobras, Fifa 
and 1MDB scandals illustrate. 

Against this background, the 
International Organization for 
Standardization has developed a 
global standard – ISO 37001 – to help 
organisations establish, implement, 
maintain and improve anti-bribery 
compliance programmes. Publication of 
the standard is due as AB goes to press. 

ISO 37001 is based on the British anti-
bribery standard BS 10500, itself heavily 
influenced by the Bribery Act 2010. But 
more than five years after the introduction 
of BS 10500, there is a danger of 
compliance fatigue. Complacency carries 
risk, especially with tougher enforcement 
by the Serious Fraud Office (SFO). So, 
although ISO 37001 will contain no 
surprises for UK audiences, its publication 
represents an important opportunity for 
accountants to refocus on bribery risk by 
benchmarking their organisation against 
agreed international best practices.

Flexible, global tool
Work on the new international standard 
began in 2013. More than 80 experts from 
28 countries have produced a consistent 
framework that can be applied to all 
organisations (large and small, public, 
private and voluntary) and in any country. 
ISO 37001 is a flexible tool that can be 
used by managers to benchmark their 
anti-bribery procedures.

 It provides for the first time a series 
of measures that are recognised globally 
as anti-bribery best practice, which 
organisations must implement. It is a 
‘requirements standard’ and so can be 
independently certified. ISO 37001’s 
measures include: 

* implementing an anti-bribery policy 
and programme

* communicating it to all relevant 
personnel and business associates

* performing bribery risk assessments

* providing leadership and oversight – 
tone at the top is an essential part of 
every anti-bribery management system

* providing appropriate anti-bribery 
training

* carrying out due diligence on business 
associates and employees

* implementing appropriate financial 
and procurement controls (including 
control of gifts, hospitality, donations 
and so on)

* implementing reporting 
(whistleblowing) procedures

* monitoring performance, including 
investigating and dealing with actual 
or suspected bribery.

These anti-bribery measures should be 
familiar in the UK. They correspond closely 
to the concept of adequate procedures 
that was introduced in the Bribery Act 
(described in separate government 
guidance). Organisations are expected 
to put in place adequate procedures to 
prevent bribery occurring anywhere in 
their operations. This is the only legal 
defence available for the section 7 offence 
of failing to prevent bribery – it is a 
significant obligation.

The act was implemented with much 
publicity in July 2011. Many organisations 
reacted appropriately, implementing 
procedures that typically included an 
anti-bribery policy, risk assessment, due 
diligence, training for staff and tighter 
controls over corporate entertainment. 

But five years later, there is concern 
that compliance programmes are 
being relaxed rather than followed 
through, either because of complacency, 
negligence or pressure on resources. 
Where anti-bribery procedures are 
not embedded in the enterprise, 
organisations are vulnerable.

The enforcers
SFO director David Green has refocused 
the SFO as a robust investigator and 
prosecutor of serious fraud, bribery 
and corruption. Investigations and 
prosecutions have increased under his 
leadership. Cases include:

* Smith and Ouzman (2015). This 
family-owned printing business was 
convicted of making corrupt payments 
to win contracts abroad. The company 
was ordered to pay £2.2m and the sales 
director sentenced to three years in jail. 
The case shows the SFO will prosecute 
small businesses if appropriate.

* Sweett Group (2016). The construction 
project management company was 
fined £2.25m after admitting a failure 
to prevent bribery to secure and retain 
a contract in the UAE by a subsidiary. It 
was the SFO’s first conviction under the 
section 7 offence.

The authorities have recently augmented 
the SFO’s enforcement powers. New 
sentencing guidelines for economic 
crimes issued in 2014 lay down tougher 
penalties for individual and corporate 
offenders. Deferred prosecution 
agreements are now available, and the 
SFO is using them. In 2015 Lord Justice 
Leveson approved the UK’s first deferred 
prosecution agreement between the 
SFO and Standard Bank in relation 
to a section 7 offence; he approved 
the second in a separate case, so far 
unnamed, in July this year. This tougher 
enforcement regime increases the risks 
around non-compliance.

Vulnerabilities
The fundamental principles behind the 
adequate procedures concept are that the 
procedures should be ‘proportionate and 

Using third 
parties and 

intermediaries 
to win contracts 

abroad is a 
key risk area, 
especially for 
new markets
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risk-based’. With this in mind, here are five 
areas of vulnerability:

* Failure to maintain bribery risk 
assessments. Risk assessments should 
be periodic, informed and updated. 
This does not always happen. A 
client of mine, the UK subsidiary of a 
global group, invested significantly 
in anti-bribery compliance in 2011 
but subsequently failed to update its 
bribery risk register until 2016.

* Weak due diligence in high-risk 
situations. Using third parties and 
intermediaries to win contracts abroad 
is a key risk area, especially when 
expanding into new markets. A KPMG 
survey of anti-bribery and corruption 
found that more than one-third of 
respondents do not formally identify 
high-risk third parties, that only 45% 
have right-to-audit clauses in their 
contracts, and that over half of these 
have not exercised the right.

* Inadequate training. Embedding 
an anti-bribery culture is impossible 
without appropriate training. But 
staff training is often haphazard or 
incomplete – a FTSE 250 client of mine 
excluded employees of its Spanish 
operations from its anti-bribery training 
programme because of concerns over 
translation costs. A 2016 benchmarking 
report by Kroll found that only 34% of 

respondents say they are providing 
anti-bribery training to third parties.

* Non-compliance by small and 
medium-sized enterprises (SMEs). 
A 2015 government survey of SME 
exporters found that only 66% of 
respondents were aware of the Bribery 
Act, and only 74% of those knew of 
the adequate procedures guidance. 
Overall, just 42% said they had some 
form of bribery prevention procedures. 
In reality, the costs of compliance 
for SMEs are modest compared with 
potentially unlimited fines. 

* Loss of business by non-compliant 
SMEs. Due diligence is taken more 
seriously today by large organisations 
than it used to be, and SMEs need 
to respond. For example, a number 
of SMEs have received compliance 
questionnaires from their biggest 
clients, who need copies of anti-
bribery policies, risk assessments 
and training schedules. If these don’t 
exist, then SMEs have an urgent need 
to create them if they are to avoid 
losing contracts.   

Tougher enforcement combines with 
business realities (the pressure to find new 
business opportunities while containing 
costs) to make it likely that bribery and 
corruption risk will increase. The challenge 
for finance professionals is to ensure 

For more information:

Read more about ISO 37001 at 
bit.ly/ISO37001  

For government guidance 
on the Bribery Act 2010, see 

bit.ly/Bribery-Act-2010

Read the KPMG survey at 
bit.ly/KPMG-anti-bribery 

Read Kroll’s 2016 anti-bribery and 
corruption benchmarking report at 

bit.ly/kroll-abc 

See the government report on the 
impact of the Bribery Act 2010 on 
SMEs at bit.ly/Bribery-Act-impact

Find out about ACCA’s 20 October 
professional course on the Isle 

of Man on financial crime at 
bit.ly/20-Oct-event 

that their organisation’s anti-bribery 
procedures are adequate and remain so. 
The publication of ISO 37001 provides 
them with the ideal opportunity. ■ 

Steve Giles is an independent consultant, 
lecturer and author specialising in 
governance, risk and compliance
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In praise of advocacy
Beat the drum for your professional organisation, says incoming ACCA president 
Brian McEnery, because ACCA offers a real opportunity in life to everyone

Many young 
people just need 

to be given an 
opportunity to 

succeed and they 
will take it

Accounting and Business 10/2016

My first experience of advocacy came 
very early in my life and from a source 
very close to home. As a child, I was 
lucky enough to see my brother, who 
was four years older, working his 
way through the ACCA Qualification 
programme. Watching him, I could see 
the benefits of the syllabus. In fact, it 
was how my passion for business was 
first ignited.

That is why I want to spend my year 
as ACCA president inspiring as many of 
you as possible into being advocates. 
The day I became an ACCA member was 
one of the biggest days of my life, and I 
owe all this to seeing someone in my life 
benefiting from ACCA before I did. 

ACCA’s open access is an incredibly 
valuable attribute, but it’s not enough for 
us just to open the doors to everyone; 
we also need to go out and welcome 
people in!

The world is demanding more from 
professional accountants than it ever 
has before. The role has undergone a 
complete transformation over the past 
decade, with finance professionals going 
on to become business leaders, trusted 
expert counsel and key strategic advisers. 

But with this metamorphosis comes a 
requirement for finance professionals to 
equip themselves with a whole new set of 
skills. And that is why it is so exciting that 
this month sees the ACCA Qualification 
updated to ensure that it continues to 
meet the new strategic challenges that 

are being brought about by the 21st 
century’s disruptive economy.

Young people come in for a lot of 
criticism. There’s a phrase in Irish – ‘mol an 
óige agus tiocfaidh sí’, which, for those of 
you who aren’t fluent in Gaelic, translates 
as ‘praise the young and they will thrive’. 
I believe that wholeheartedly. 

Many young people just need to be 
given an opportunity to succeed and they 
will take it. The opportunity I was given 
was ACCA, and by spreading the word, 
we can offer that same opportunity to 
thousands more young people around 
the world.

There are lots of different ways to be 
an advocate. If you want to get involved, 
I’d urge you to make contact with your 
local ACCA office, where the staff will help 
you get started. 

As for me, I have been a Council 
member since 2006. It’s an amazing 
experience – one that feels like 
being a non-executive director for a 
multinational company.

It is an immense privilege to be able to 
do this work for ACCA. After spending a 
decade on Council I have learned so much 
– above all to be open-minded and to work 
as part of a team. This is the approach I am 
going to take during my year as president: 
to be your representative, your advocate 
and a mentor to our next generation of 
ACCA-qualified professional accountants. 
It’s a daunting task, but I hope I do you 
all proud. ■

Brian McEnery is a partner specialising in 
corporate restructuring and healthcare 
consulting at BDO Ireland
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A fine balance
In cracking down on the bad apples in the barrel, a new insolvency framework should be 
careful not to punish honest entrepreneurs who make genuine mistakes, says Peter Williams

Officials at the Insolvency Service spent 
the early autumn considering ways to 
improve the UK’s corporate insolvency 
framework. Their work will not do much 
for the 11,000 employees who lost their 
jobs in the BHS collapse, nor for the 
22,000 pensioners facing uncertain times. 
But good law may help prevent such 
unpleasant happenings in the future.

BHS went into administration in April. 
In May, the business secretary Sajid Javid, 
in launching the review of the corporate 
insolvency framework, said: ‘The UK’s 
corporate insolvency regime is already 
highly regarded.’ If that seems a little 
insensitive given the unfolding BHS 
debacle, he did go on to suggest it was 
time to ask how to improve the system. 

The Insolvency Service has come 
up with four answers, all designed to keep 

a company going. These are: 

* the introduction of a minimum three-
month automatic moratorium 

* the continuance of essential contracts 

* flexible restructurings, including a 
‘cram-down’ mechanism that could 
impose an arrangement on junior 
creditors as long as it would not mean 
they received less than in liquidation

* developing a market in rescue finance. 
These solutions are not controversy-free. 
For instance, the three-month period is far 
longer than the 21 days (which could be 
doubled) suggested by industry body R3. 
For R3, 21 days should be long enough 
to put in place a rescue plan. Any longer 
increases the risk of harm to creditors and 
could allow troubled companies to drift.   

Hard cases make bad law, as the legal 
maxim goes. But it is hard to avoid asking 

whether, had these proposals been in 
place in 2016, they would have helped 
prevent BHS being wiped out in such 
spectacular style. The impression that 
came out of the parliamentary inquiry 
by the House of Commons Work and 
Pensions Select Committee was that a 
three-month moratorium might have been 
used as a delaying tactic by BHS’s owners 
in just the way that R3 feared. 

But the other three proposals – making 
essential suppliers keep providing 
goods and services, flexible restructuring 
approved by a court and not giving one 
set of creditors undue weight, and a 
mature rescue finance market – could, in 
the right circumstances, have helped some 
sort of post-BHS business to emerge. 

But maybe those circumstances were 
not present. The parliamentary inquiry 
concluded that the demise of BHS was 
the result of a series of bad business 
decisions and personal greed. But the 
MPs added: ‘We fear, however, that some 
failures which allowed this to happen 
are not unique to BHS.’ They said that 
the lessons merit broader consideration 
of the framework in which companies 
operate: ‘We want entrepreneurs to be 
encouraged and accept that business 
failure is an inevitable part of the process.’ 

Their thoughts were echoed by Javid 
who said entrepreneurs need to know 
that they can restructure when times are 
tough, while retaining ‘much-needed’ 
protection for creditors and employees. 

The Insolvency Service spends a 
lot of time banning, fining and jailing 
directors who run roughshod over their 
legal obligations. MPs investigating BHS 
exposed how capitalism can be worked to 
the advantage of directors, financiers and 
advisers at the expense of employees and 
the wider public. But not all business is like 
that. Reputable businesses are appalled by 
events at BHS, as are the regulators.

In resetting the insolvency framework 
a balance has to be found between 
coming down hard on the few who abuse 
the system and sparing those who make 
honest mistakes or bad decisions – but 
deserve to continue in business. ■

Peter Williams is an 
accountant and journalist
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Playing catch-up
The UK has lived with strong corporate governance principles for years, so it is strange 
to find the US putting forward simplistic ideas and suggesting that these are new

There are two schools of thought 
on what brings about change in the 
business world. The first is that worried 
business leaders come up with a plan 
that they hope will save their necks and 
spare them from public humiliation. 
The second is that enlightened and 
thoughtful people realise that change 
is necessary and they strive to bring it 
about through peer pressure. 

This second school of thought brought 
about the revolution of what was known as 
the Cadbury report, almost 25 years ago. 
This brought extraordinary and beneficial 
change to UK corporate governance and, 
through its influence, to much of the rest 
of the world. The first school of thought, 
on the other hand, has just brought about 
a frankly amazing declaration of corporate 
governance principles from 13 of the 

biggest celebrity business folk in the US. 
Under the title ‘Commonsense Principles 
of Corporate Governance’, it appeared 
in full-page newspaper advertisements 
from Florida to the Financial Times in 
mid-July. And it represents an astonishing 
effort to reinvent the wheel. Twenty-five 
years post-Cadbury the principles suggest 
that, without mentioning the Cadbury 
word, US business ought to move very 
tentatively, and without including the hard 
bits, towards what much of the rest of the 
world has been doing for several decades.

This gets to the heart of the problem 
with US corporate governance. The 
13 signatories are business chieftains, 
isolated from business thinking outside of 
the US by their own eminence and fame. 
Almost half of them occupy the joint roles 
of chairman and CEO, a practice that has 

been completely discredited anywhere 
else for years. They include Jamie Dimon, 
CEO of JPMorgan Chase, Warren Buffett 
of Berkshire Hathaway, Jeff Immelt, CEO 
of General Electric, and so on. They are 
the Mount Rushmore of US business.

But what they have come up with is 
a molehill. ‘While most [sic] everyone 
agrees that we need good corporate 
governance, there has been wide 
disagreement on what that actually 
means’, it says. ‘So we gathered a small 
group of executives to see if we could 
reach some consensus on what we think 
works in the real world’. And they do. 
But much of it is banal compared to 
the rigour that operates in the post-
Cadbury world. ‘While we know that not 
everyone will agree with everything in 
them’, they say, ‘we hope that, at the 
very least, these principles will serve as 
a catalyst for thoughtful discussion.’

And then we are on to such 
statements as: ‘Directors should be 
business savvy, be shareholder oriented 
and have a genuine passion for their 
company.’ Or: ‘The board should 
minimize the amount of time it spends 
on frivolous or non-essential matters.’

It is small wonder that a wicked 
parody of the principles appeared in 
US corporate governance circles almost 
immediately. ‘We want to get YOU as 
excited as each of US is about corporate 
governance’, it started. ‘Yeah, yeah. 
Corporate governance... Amorphous. 
Pointy-headed. Snooze-fest. But wait... 
We just told you we’re rich. If we care 
about it and you don’t, you’ll never 
be rich like us. And we’re rich, but 
not in jail. Do YOU want to go to jail? 
No? Then pay attention. Got it?’

‘A bit baffling’
For Laura Spira, Emeritus Professor 
of Corporate Governance at Oxford 
Brookes, and co-author with Judy Slinn 
of The Cadbury Committee – a History, 
the definitive work on the Cadbury 
revolution, it is all ‘a bit baffling’. And 
for people who have lived in a business 
environment that has had the basics like 

Robert Bruce is an 
accountancy commentator 

and journalist
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separating the roles of chairman and chief 
executive, comply or explain, and the 
power of the non-executive directors and 
audit committees, for almost a quarter 
of a century, it is strange to find that a 
posse of America’s finest are putting 
forward a diluted and simplistic set of 
ideas and suggesting that these are 
somehow noteworthy and new. ‘What 
did they think they were doing?’ asks 
Spira. ‘Don’t they ever look across the 
water to us and see what we are doing?’

Across the corporate governance 
world in the US the principles were 
greeted – apart from the parody, which 
proved extremely popular – with a variety 
of emotions from bemusement to an 
acceptance that if you have to start from 
somewhere as a basic foundation then 
this would probably do. James McRitchie 
of the influential CorpGov.net, says: ‘”The 
Commonsense Principles of Corporate 
Governance” should at least set a 
ground floor for what is considered good 

corporate governance.’ But he added 
that: ‘It would be hard to argue that this 
group of CEOs is calling for revolution.’ 
At the same time another US corporate 
governance adviser, ISS, came up with 
a report on the moribund state of US 
company boards, which it summed up as 
male, stale and, given the extraordinary 
longevity and tenure of some of the 
directors, frail.

The great US business scandal, 
Enron, came about 10 years after the 
Cadbury reforms had started taking root 
elsewhere. It seems strange that only the 
most tentative of stirrings are happening 
now in the US. In early September in 
the committee rooms of the Houses of 
Parliament, MPs were discussing the 
idea that company chairmen should 
not be allowed to choose members 
of the board, instead leaving it to an 
independent nominations committee 
made up of the largest long-term 
shareholders. The mooting of such an 
idea demonstrates the sharp difference 
between UK corporate governance 
and elsewhere.

Given that sort of context, it is odd 
that the US has chosen to start more or 
less from scratch some 25 years off the 
pace. It is possibly the old US tradition of 
taking little notice of anything that ‘has 
not been invented here’. And partly it is 
the remoteness of what Spira describes as 
‘the big beasts looking down from the top 
of the mountain’. ■

Alternative view of the principles

Almost immediately after the US principles on corporate governance were 
published, a scathing parody appeared. This is what the alternative version said:

‘We’re writing to you because we want to set your ass on fire. We want to 
get YOU as excited as each of US is about corporate governance. Yeah, yeah. 
Corporate governance... Amorphous. Pointy-headed. Snooze-fest. But wait... 
We just told you we’re rich. If we care about it and you don’t, you’ll never be rich 
like us. And we’re rich, but not in jail. Do YOU want to go to jail? No? Then pay 
attention. Got it? 

‘Corporate governance is WHO and HOW we run companies in America. 
Well, the word ‘WE’ may be a little strong there. But you get the idea. This is how 
you do it right. This works. 

‘It works for big-time CEOs, guys and gals like Mary and Jeff and Warren 
and Lowell. This works to keep the SEC happy, and the press out of your hair. 
This works to keep your investors happy. It keeps guys and gals like Larry and 
Brian and Ronald and Bill and the other Mary pumping and buying your stock 
no matter what other crap you try to pull. This works to keep busybody activists, 
guys like Jeff, off your back. 

‘Where’s the downside? We can’t see one. Why don’t we all do it at OUR 
companies or demand it of the companies we dump YOUR money into? Shut up’. 

Podcast head

Listen to 
Robert Bruce’s 
podcast on corporate 
accountability at 
accaglobal.com/ab/
podcasts
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Client service isn’t enough
Some need reminding that professionalism means putting values and reputation above 
self-interest and any one firm’s interest, although others do understand, says Jane Fuller

As an admirer of the accountancy 
profession, I should feel privileged 
to judge accountancy awards, but a 
recent experience proved unsettling. In 
reviewing nearly 20 shortlisted entries, 
I found the section on ‘professionalism’ 
was the one with the worst answers. 

The majority of firms thought it was 
enough to bang on about client service or 
just to bung in a few client testimonials. 
Only one mentioned integrity and very 
few referred to quality, which at least 
implies standards beyond pleasing the 
client and operational efficiency. Some 
were just vague – as if they didn’t know.

After all the time spent by regulators 
and the profession’s leaders agonising 
about professional ‘scepticism’, it seems 
we need to take a step back and remind 
accountants what a profession is. 

My trusty edition of the Concise 
Oxford English Dictionary lists the 
following features: a vocation or calling; 
advanced learning; part of a professional 
body; and declaring this, like the religious 
practice of taking a vow. These features 
capture modern concerns about acting 
in the public interest, demonstrating 
expertise and putting the profession 
above self and firm.

In this context, client service, however 
glowingly appreciated, is not enough 
– remember Enron and the demise of 
Arthur Andersen? Nor is efficiency: a 
profession is more than a trade or craft, 
and more than a well-run business. 

Just one of the firms that I was judging 
demonstrated its awareness of this by 
saying it had turned away a client because 
of the aggressive nature of the transaction 

involved. It was also the only one to put 
‘integrity’ and ‘honesty’ up front in its 
description of professionalism.

The professional accountancy bodies 
tend to deal with these qualities, along 
with objectivity and competence, in 
codes of ethics. While these apply to all 
accountants and are no doubt covered 
in the training syllabus, is there a danger 
of a silo effect? Doing the right thing 
should be central to being a professional 
accountant. The principle applies even if it 
entails a loss of business. 

ACCA’s code of ethics and conduct 
includes avoiding any action that 
discredits the profession. This points 
to the ‘higher calling’ aspect of the 
role. Such codes also prompt members 
to take account of the public interest. 
Bearing in mind public concern about, 
for instance, legal but aggressive tax-
reduction arrangements, this should be 
front of mind. While the public interest is 
not always the same as news stories that 
are of interest to the public, taxation to 
pay for public services conflates the two. 
Hence the potential reputational damage 
– and yes, that means paying attention to 
the news. 

At its simplest, professionalism is 
encapsulated in that Oxford dictionary 
definition. Vocation or calling refers to 
the public interest, moral rectitude and 
putting doing the right thing above 
the profit motive. Advanced learning 
dictates high standards of training and 
the upgrading of expertise throughout a 
career. Being part of a professional body 
means putting its values and reputation 
above self-interest and the interest of any 
one firm.

Professionalism is not difficult to 
define. Indeed, the proliferation of detail 
in various codes does not help with a 
concept that is literally principles-based. 
Fortunately, most clients want help to 
stay within the rules, implicitly or explicitly 
linking this to a social ‘licence to operate’. 
So for a professional firm, upholding 
principles and standards is a crucial part 
of a sustainable business model – as well 
as being the right thing to do. ■

Jane Fuller is a fellow of CFA 
UK and serves on the Audit 

and Assurance Council of the 
Financial Reporting Council
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Generation inspiration
The ranks of the fi nance profession are increasingly fi lled by ‘Generation Next’, so what 
will it take to develop the leaders of the future from the new cohort?

What is the big attraction of a career in finance?

The youngest respondents see the profession as a good skills-building platform for entering the business world, while the 24 to 
30-year-olds, with some experience under their belts, are more concerned about prestige and remuneration. Older members of 
Generation Next tend to be more concerned about skills portability across industries and sectors. 

How quickly would you like to move on?

Over a third of the survey respondents said they would like to change jobs in less than a year, 
a proportion that rose to 70% when the timeframe was extended to within two years. Finance 
professionals are also prepared to move on from the company to achieve career goals, with 
61% expecting their next move to be an external one, and 39% anticipating an internal role.

1 year 2 years 3-5 years

Long-term 
career prospects

52%
On-the-job learning

27%
Mentoring

Opportunity to 
develop skills

Skills also apply to 
many non-fi nance roles

43% 40% 36% 33% 29%

Interest in the 
subject matter

Prestige of the 
profession

More than 5 years

What are the best ways to learn?

On-the-job learning ranks as the most effective learning 
activity of all, but mentoring, job rotation and professional 
qualifi cations are also critical, survey respondents said.

A wide-ranging survey

With innovation and change creating a ‘new normal’, 
the opportunities for the profession have never been 
greater. However, ACCA’s major study of Generation 
Next – members and students aged 36 or under – 
shows that tomorrow’s fi nance leaders are not going to 
be attracted, nurtured or retained as today’s are.

For more information:

Find out more in the Focus section of this edition

36% 70%

150
countries

18,646 
responses

97%

25%
Job rotation and 
secondments

23%
Further professional 
qualifi cations

100%
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Bankers behaving beautifullyBankers behaving beautifullyBankers behaving beautifullyBankers behaving beautifullyBankers behaving beautifullyBankers behaving beautifullyBankers behaving beautifullyBankers behaving beautifully
A recent study explains how a range of factors can contribute to unethical behaviour in 
fi nancial services – and how they can be driven out. CA ANZ’s Lee White explains

Most people in business behave ethically. Of course, there 
are bad apples and, because of the media, the stories of 
those who don’t behave ethically are given oxygen, which 
creates a false stereotype. 

Initiatives such as 
‘ethical moments’ 

can help shift 
decision framing 
to a more ethical 

mindset

But often, it’s not as simple as good versus evil. Research 
suggests that many individuals who behave badly are often 
unaware of the ethical implications of their behaviour. A study 
into ethics in banking and fi nance by Chartered Accountants 
Australia and New Zealand (CA ANZ) looked specifi cally at what 
it is that drives unethical behaviour and what we can do about 
it. Who better to ask about ethics than 705 bankers and fi nancial 
practitioners around the world? 

We identifi ed a range of factors that contribute to bankers 
behaving badly. In most instances, bad behaviour was found to 
be not a conscious choice, but was justifi ed in a range of ways 
that allowed bankers to continue to believe in themselves as 
ethical people.

Personal bias
For example, personal bias allows decisions to be framed in a 
way that makes bad behaviour seem fi ne. This can be seen in 
confi rmation bias, when boards apparently miss evidence that 
fails to back up their belief, and availability bias, in which only the 
easiest or most recent information is the evidence considered.

These personal biases came into play for the banker Tom 
Hayes, who was given an 11-year jail sentence by a UK court and 
ordered to pay £878,000 for manipulating the Libor interest rate 
on interbank loans. He justifi ed his behaviour on the basis that 
‘everybody was doing it’. This is a common form of bias, used to 
explain away unethical behaviour.

However, it is not just bias that can lead to unethical behaviour. 
The big bonus culture has been cited by experts as a driver of bad 
behaviour in the fi nancial services sector. More specifi cally, experts 
point to misaligned incentives. 

A catalyst for unethical behaviour can be where large bonuses 
are awarded to individuals for certain outcomes irrespective 
of how those outcomes were achieved. This misalignment is 
reinforced when it is coupled with half-hearted censure for those 
who are caught doing the wrong thing. 

A good example of this in Australia is the personal fi nancial 
adviser. Here, advisers sell fi nancial products to clients and 
receive a commission from the product provider for doing so. 
At what point does the client’s best interest suffer? I personally 
believe that fi nancial advisers should be paid to advise, and that 
the client should pay for these services. That makes for a clean 
transparent transaction, with no need for middlemen. 

So what can be done to address the situation? To start 
with, almost everyone views themselves as behaving ethically 
– even when they don’t. Our research highlights three factors 
– structural, individual and social – that can consciously or 
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unconsciously encourage unethical behaviour. Across these three 
areas our survey found that greater accountability, a more diverse 
culture and training in decision-making processes were seen as 
the most effective ways to address the problem.

Training, incentives and leadership
This translates into a range of responses. First, the ethical 
capabilities of those working in banking and fi nance need 
to be better developed. Professional accountants have an 
extensive focus on ethics as part of their ongoing training, and 
the discipline of keeping such matters front of mind through 
regular training supports ethical behaviour in real-life situations. 
This type of training is about encouraging people to place less 
reliance on mental shortcuts when they are making decisions 
and helping to develop principled reasoning in which ethical 
considerations are part and parcel of cost-benefi t calculations. It 
is also useful to encourage a clear expectation from the top that 
employees must always behave ethically and require them to 
undergo regular training that supports that expectation.

Second, the manner in which fi nancial incentives such as 
bonuses are awarded needs to include ethical considerations 
when performance is being measured. This is particularly 
signifi cant given that most incentive schemes in fi nancial 
services are based exclusively on market and profi t measures. 
The reputational risks of unethical behaviour are now well 
publicised, so there is a clear cost in not addressing these factors 
in incentive schemes. Also, of course, a purely fi nancial focus 
can misalign personal and corporate interests in other ways, 
including corporate culture, health and staff turnover.

Finally, the leadership of an organisation needs to address 
ethics with an unwavering focus to help shift a corporate 
culture from one of benign neglect to a clear focus. This can be 
encouraged by initiatives such as ‘ethical moments’ to help shift 
decision framing to a more ethical mindset. This idea mimics 
some companies’ ‘safety moments’ (a brief safety talk about 
a specifi c subject at the beginning of a meeting or shift) and 
encourages employees to share ethically based decisions before 
every meeting. Getting employees to talk about ethics has been 
shown to increase ethical behaviour.

Accountability
Ultimately what has clearly emerged from our research is that an 
ethical culture of accountability is vital. If this becomes dominant 
in banking and fi nance, it will create a virtuous circle in which 
incentives and structural solutions such as regulation become far 
less important. It may also help weaken some of the stereotypes 
that have only ever been true of a small proportion of people 
working in banking and fi nance. ■

Lee White is CEO of Chartered Accountants ANZ

Strength in numbers

ACCA and Chartered Accountants Australia 
and New Zealand (CA ANZ) announced in 
June that they have entered into a strategic 
alliance with the aim of adding value to 
their members both locally and globally.

The alliance will enable both 
organisations to strengthen their reach, 
relevance and resources for members. 
By sharing both bodies’ expertise across 
geographies and sectors, the alliance will 
create a stronger voice on behalf of their 
combined 308,000 members and 480,000 
students across 181 countries. 

ACCA and CA ANZ are collaborating on 
a programme of professional insights on 
issues that affect accountants, and how the 
profession needs to adapt to keep pace 
and remain relevant to business success 
in a fast-moving global economy. More 
information about this research will be made available in AB 
magazine and at accaglobal.com/alliance.

▲ Strategic allies
CA ANZ’s Lee White with ACCA chief executive Helen Brand

For more information:

Read CA ANZ’s report Ethics in Banking and Finance at 
charteredaccountantsanz.com

Read more about the alliance between ACCA and 
CA ANZ at accaglobal.com/alliance
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Forward thinkers
As part of our series exploring the trends most likely to shape the profession over the 
next decade, we look at the impact on strategic planning and performance management

Before any organisation can achieve its vision, it needs 
a clear strategy and defined metrics to measure its 
performance. Strategic planning and performance 

management are therefore vital. Professional accountants play 
key roles in these areas, including implementing performance 
management systems, evaluating an entity’s strategic position 
and applying change management solutions. 

Political and economic volatility, globalisation and new 
business models and processes enabled by digital technologies 
are creating an increasingly fast-paced business environment. 
Organisations and the professional accountants working in 
them therefore need to be agile, flexible and future oriented, 
according to ACCA’s research report, Professional accountants 
– the future, which draws on extensive feedback from ACCA 
members gained through workshops around the world.   

Responding to change
CFOs are already seen by ACCA members as becoming more 
proactive, acting as leaders and agents of change. They are 
thinking and acting more strategically, looking beyond the 
finance function and the organisation, taking account of the 
wider business environment. They are also building wide-ranging 
relationships inside and outside their organisations as they 
monitor emerging trends and develop strategic plans.

The enabling and decision-making support role of professional 
accountants is also evolving. Alongside backward-looking internal 
accounting metrics, product-profitability analysis and periodic 
financial reporting, there is growing demand for information to 
support smarter decision-making. Professional accountants need 
to analyse more strategic performance indicators and evaluate 
extensive external information including cost trends, market share, 

Top 10 competencies

* Contribute to the broader business conversation

* Follow developments in the wider business environment

* Corporate strategy

* Holistic performance management

* Knowledge of digital technologies

* Strategic management accounting

* Strategic human resources 

* Data analysis

* Day-to-day resource management

* Project management 

Expert views

‘Accountants should not sit and wait. They should lead 
the change.’ 
Roman Fink FCCA, CFO, ČSOB Penzijní společnost, 
Czech Republic

‘You need to be business savvy and analytical. You need 
to be able to translate data into information, which will 
enable decision-making in a timely manner.’ 
Lukman Bin Ibrahim FCCA, former deputy CEO, Proton 
Holdings, Malaysia

‘Accountants need to be less focused on what happened 
last year, what happened last month, and more aware of the 
strategic position of the company, where it is now, where it 
wants to be in the future – and not just the end of the year.’  
Helen De Spretter FCCA, DEFRA, UK

‘By 2020 everything will be about technology. As 
finance professionals, we will need to have a broader 
range of IT skills.’ 
Edem Kugbey FCCA, head of internal audit, Food and 
Drugs Authority, Ghana

competitors, suppliers and ‘big data’. They need to provide more 
forward-looking information and almost real-time insights.  

Digital technologies are having an impact – as enablers 
and liberators – but they are not without risk. Many workshop 
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participants expect more transactions and more complex 
business processes to be automated, replacing entire tiers of 
lower and middle management. Professional accountants need to 
assess emerging technologies for their potential business impact. 

Professional accountants must take an outward-looking 
perspective that extends beyond numbers and a holistic view 
that goes beyond the organisation. Playing a strategic role 
increasingly requires at least a basic knowledge of non-fi nancial 
areas such as brand management and marketing, for example. 
Workshop participants think that professional accountants need 
to explore opportunities for synergies and strategic alliances with 
organisations in other business sectors. They also need to think 
innovatively about exploiting technology for process improvement.

Changing demographics, such as the growth in part-time 
knowledge workers and multi-generational workforces, will also 
have an impact. The evolving environment will create specifi c 
challenges for the traditional models used for training and 
development. Outsourcing to offshore locations will result in 
fewer opportunities for newly qualifi ed accountants in most 
developed countries, while increased automation will limit 
opportunities in mid-tier roles. Professional accountants will need 
to fi nd new ways to gain the breadth of experience and expertise 
they need to support career progression. 

Changing fi nance models, such as the growth of outsourcing 
and offshoring, are also increasing the need for professional 
accountants to develop new management and relationship skills. 

Planning for action
Participants in ACCA’s global workshops see fi nance being 
transformed by the shift from backward-looking fi nancial analysis 
to more holistic and forward-looking planning, forecasting and 
performance management. As boundaries between analysis, 
decision support and decision-making become blurred, so 
professional accountants need to become more involved in 
taking decisions themselves. Workshop participants therefore 
believe that professional accountants need competencies that 
enable them to contribute to broader business conversations. 
They need to become more proactive, partnering with the 
business and developing and managing relationships with a 
broad range of stakeholders. Professional accountants will 
need to be able to build alliances with others, present their 
arguments in a compelling way and deal constructively with 
opposition and confrontation.  

Success for such professional accountants will also 
depend on their ability to follow developments in the 
wider business environment and understand emerging 
trends in areas such as culture, demographics, politics, law, 
international relations and technology. They will need a sound 
knowledge of digital technologies and how these could impact 
on business strategy, business models, delivery mechanisms, 
supply chains and customers.

Strategic planning and performance management roles will 
require professional accountants to understand the importance 
of human resource management, as well as broader day-to-day 
resource management issues around internal fi nance, budgets, 

capital investment and people. They will need capability in 
strategic management accounting, including expertise in 
creating forward-looking models to help to improve resource 
management and decision-making. Data analysis and project 
management skills will also be vital.

Alongside the top 10 competencies, workshop participants 
identifi ed additional skills and attributes that professional 
accountants in strategic planning and performance management 
roles will need to develop over the next fi ve to 10 years. These 
include the ability to take a more entrepreneurial approach 
to risk and its management and to understand environmental 
regulations, sustainability and integrated reporting. ■

Sarah Perrin, journalist

Deep dives
Key technical areas highlighted in 
Professional accountants – the future 
explored in previous editions of AB

Introduction (AB June 2016, page 12)

Audit and assurance (AB June 2016, page 36)

Corporate reporting (AB July 2016, page 38)

Financial management (AB September 2016, 
page 36)

Risk and ethics (AB September 2016, page 38)

➠ Strategic planning and performance
management

Tax (AB October 2016, page 40)

For more information:

See more on Professional accountants – the future at 
accaglobal.com/thefuture 

39

10/2016 Accounting and Business

Strategic planning | Insight

GL_I_PATF3.indd   39 05/09/2016   12:05

www.accaglobal.com/thefuture


Trending in tax
As part of our series of articles exploring the developments most likely to shape technical 
areas of the profession over the next decade, we look at trends affecting tax professionals

Tax professionals play a vital role as advisers – to 
clients, tax authorities and other stakeholders – and as 
intermediaries between taxpayers and tax authorities. 

Since the global financial crisis of 2007–08, the increased 
profile of tax and the intensified focus on transparency have 
heightened interest in the activities of tax specialists. 

Governments are finding it more difficult to devise, impose 
and collect taxes due to a range of challenging conditions. They 
face stagnant economies, the dominance of multinationals in 
the global economy, growing electronic trade, more mobile and 
sophisticated taxpayers and competition with other national tax 
systems. At the same time political and public debate on the social 
acceptability of tax planning – and where to draw the line between 
this and ‘aggressive’ tax avoidance – have created ethical, 
technical and practical challenges for taxpayers and their advisers. 

Responding to change
Over the next five years, tax advice, compliance, reporting, 
planning and risk management will become even more complex, 
according to ACCA’s research report, Professional accountants – 
the future. ACCA members participating in workshops around the 
world expect national and international tax conventions, laws and 
regulations to become more intricate. Individuals working as tax 
specialists will need strong general tax knowledge, but there is also 
likely to be increased demand for specialists capable of tackling 
niche issues linked to particular sectors or types of transaction.  

Professional accountants specialising in tax will need to see 
the global picture, keeping up with information-sharing initiatives 
such as the US Foreign Account Tax Compliance Act (FATCA) 
and intergovernmental tax action such as the project to limit 
base erosion and profit shifting. Governments around the world 

Top 10 competencies in tax

* Global tax perspective

* Communication

* Business attitude and awareness

* Technical tax expertise

* Risk assessment and management

* Professional ethics

* IT knowledge

* Advocacy and negotiation

* Laws and regulations

* Specialisation

Expert views

‘It’s important that the people in tax are not just pure tax 
experts. It’s important to understand the business as well.’
Harry Charalambos Antoniou FCCA, global head of tax 
accounting and financial reporting, Zurich Insurance

‘By 2020, specialisation in tax won’t be enough. The 
professional of the future will need a background in 
law, business, sales or IT.’ 
Roman Ženatý, director, tax and legal department, 
Deloitte, Czech Republic

‘Accountants need better analytical skills and a better 
understanding of how to apply technologies such as 
big data and the cloud.’ 
Ian Baldwin FCCA, indirect tax manager, IBM UK

‘The role of tax translation may gradually disappear in 
the time of big data.’ 
Julia Li, VP taxation, Citigroup China 

‘Base erosion and profit shifting is going to turn the tax 
world upside down over the next decade.’
David Sandison, MD, David Sandison & Co, Singapore

are likely to try to raise more revenue from indirect taxes and 
some jurisdictions, such as China and Singapore, may abolish 
direct personal and corporate taxation altogether by 2025. 
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Such developments will require tax professionals to develop a 
different approach to tax management.    

Business leaders increasingly expect professional accountants 
to partner with the business and understand business challenges, 
rather than focusing on the numbers. The same applies to tax 
specialists. According to the research, tax professionals in both 
business and practice expect to move beyond their traditional 
roles as technicians focused on compliance and the past. They will 
therefore need a deeper understanding of the organisations with 
which they work and of the broader business environment in which 
they operate. Tax professionals will be required to take a more 
risk-orientated view of business and to collaborate in the design 
and running of risk-management structures and controls.

The use of tax software and further automation of basic 
processes will continue to shape the work of tax professionals, 
further removing mundane activities from their daily tasks. 
Widespread access to ‘big data’ will also have an impact. A 
decade from now, ACCA workshop participants expect that the 
software tools used by taxpayers and tax professionals will be 
signifi cantly smarter – creating both opportunities and challenges. 
They will enable more detailed analysis, but also potentially 
enable non-tax professionals to conduct that analysis themselves.

Planning for action
Based on the views of ACCA workshop participants, the need for 
a more global tax perspective tops the list of key competencies 
that tax professionals will need to develop over the next fi ve to 
10 years. This refl ects the many global trends in tax identifi ed 
above. Aligned with this global perspective, tax professionals 
will need sound knowledge of local and international tax laws 
and regulations, as well as strong general technical tax expertise. 
Some will need to specialise in certain subject areas, such as 
corporate tax, indirect tax or group transactions. 

Tax knowledge won’t be enough, of course. Workshop 
participants expect tax professionals to need business awareness 
– a holistic view of the business, including an ability to interact well 
with other business functions and to think and plan commercially 
and strategically. Similarly, as with many other professional 
accountancy roles, tax specialists will need to be competent in risk 
assessment and management. They will need to understand the 
tax-related risks of corporate structures, positions taken, existing 
and emerging regulations and shifting public expectations.

Communication skills will be vital for tax professionals to 
help them manage relationships (with clients, tax authorities 
and internal business departments) and explain tax matters to 
non-technical stakeholders, including boards, management, 
investors, clients and the media. Similarly they will need 
competency in advocacy and negotiation to support their work in 
dispute resolution and problem solving.

Professional ethics are also expected to be increasingly 
important over the next fi ve to 10 years. Tax professionals will 
need to think and behave ethically, with integrity and objectivity, 
showing appropriate due care. In addition, all tax professionals 
will need IT knowledge and capability, using specialist 
tax software for computations and analysis as well as tax 

administrations’ electronic platforms. They will also need to be 
able to take advantage of digital technology and developments 
in cloud-based and mobile solutions.   

Looking ahead over the next fi ve to 10 years, ACCA workshop 
participants identify the need for extra skills in addition to the 
top 10. Tax professionals will increasingly be expected to show 
competency in areas such as the management of resources 
(people, projects, time, tasks and budgets), the movement of 
goods and services (customs, and import and export taxes), the 
interaction between direct and indirect taxes, workforce mobility 
and group transactions. ■

Sarah Perrin, journalist

Deep dives
Key technical areas highlighted in 
Professional accountants – the future  
explored in previous editions of AB

Introduction (AB June 2016, page 12)

Audit and assurance (AB July 2016, page 36)

Corporate reporting (AB July 2016, page 38)

Financial management (AB September 2016, 
page 36)

Risk and ethics (AB September 2016, page 38)

Strategic planning and performance 
management (AB October 2016, page 38)

➠ Tax

For more information:

See more on Professional accountants – the future at 
accaglobal.com/thefuture 
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Survival lessons
Can Switzerland, a non-EU member surrounded by a sea of European Union states, act 
as an effective role model for the UK after its vote to exit the economic bloc?

the country’. In fact, Switzerland has since distinguished itself as 
one of the world’s most successful economies. It has held the 
top spot in the global competitiveness rankings of the World 
Economic Forum for seven successive years – the UK ranks 10th. 
It has become a mecca for creativity, with more patents filed per 
head than any other nation. And its per capita economic growth 
has outpaced both the EU and UK over the past decade. 

However, Christian Jaag, managing partner of Swiss 
Economics and a lecturer at the University of Zurich, says: ‘Not all 
the keys of Swiss success can be copied. Still, the Swiss example 
does provide one possible route to success outside the EU.’ 

Always open
Lesson number one, according to Jaag, is to remain open to 
talent. ‘Switzerland would not be anywhere close to where it is 
today without foreign workers,’ he says. ‘The ability to tap the 
top talent from around the world, including EU neighbours, is 

In the UK’s referendum campaign on EU membership, 
the majority of top financial thinkers forecast economic 
woe if Brits opted to jilt Europe’s big economic bloc. The 

Organisation for Economic Co-operation and Development 
(OECD), the club of rich nations, predicted that by 2030 
the UK economy would be up to 8% smaller than it would 
have been within the union. And 10 winners of the Nobel 
prize in economics signed a public letter arguing that the UK 
was better off within the EU and that leaving would create 
adverse effects that would ‘persist for many years’. 

Whether or not leaving was the right choice, the UK has at 
least one role model to consult for how to thrive outside the EU. 

When the Swiss narrowly voted in 1992 to remain outside 
the European Economic Area (a free movement zone of labour, 
goods, services and capital that encompasses the EU along with 
Norway, Iceland and Liechtenstein), the nation’s pro-European 
economy minister warned that it would prove a ‘black day for 
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part of the reason Switzerland has become such an appealing 
place to do business.’ The country hosts more FT Global 500 
companies per head than any other nation. 

As of 2013, 28% of the Swiss population was foreign-born, the 
second highest proportion in the EU and far larger than the UK’s 
12.3%. A willingness to accept free movement of people was 
also crucial to Switzerland winning access to the European single 
market, which now accounts for 55% of Swiss exports. 

With around 44% of UK exports going to the EU and many 
foreign investors using Britain as a bridgehead for their exports 
to the EU, losing unfettered access could prove economically 
damaging. Formal negotiations on post-Brexit UK access have 
yet to start, but accepting continued free movement of people 
is likely to be a condition of full trade access. ‘The problem for 
the UK government is that free movement was seen to be one 
of the main reasons many Brits voted to leave the EU,’ says Marc 
Chandler, chief currency strategist at Brown Brothers in New York.

Nurturing skills
The second main lesson from the Alpine nation, Jaag believes, 
is its pragmatic approach to fostering a skilled workforce. ‘The 
Swiss education system has been a key ingredient,’ he says. 
‘Universities frequently develop skills that are not terribly helpful 
in the workplace. Instead of making a fetish out of university 
degrees, the Swiss have created an apprenticeship system that 
ensures young people develop practical skills in the workplace.’ 
About two-thirds of 15-year-olds opt to go into such schemes, 
which often end in well-paid and respected jobs; around 58,000 
companies offer apprenticeships. The system is admirably 
flexible, with apprentices able to go to university subsequently. It 
helps explain why Switzerland has an extremely low youth 
unemployment rate, just 8.6%; in the UK it’s 14.6%. A host of top 
Swiss executives began their careers with an apprenticeship.

Following Switzerland’s lead, while not easy or quick, is 
possible, says Jaag. ‘The tax system encourages companies to 
operate such schemes, and the fact that apprentices can enter 
university later also helps create demand as well as supply. Still, 
it could take a long time to convince 
young people that such schemes are 
credible and not for drop-outs. Many 
people believe universities are the only 
route to success.’ 

Finally, the Swiss have been 
paragons of self-control. The nation 
has staunchly resisted populist 
measures that would have made life 
harder for businesses, Jaag argues. 
In a national referendum in 2012 the 
country voted against a six-week 
mandatory paid vacation. Earlier 
this year, 77% of the population 
declined the offer of a guaranteed 
minimum income. 

This discipline is reflected in the 
public finances, with a net government 

debt that is just 25% of GDP, according to the International 
Monetary Fund. That compares with a debt burden of 81% of 
GDP for the UK, which is close to the G7 average. This impressive 
feat of fiscal probity has been achieved with relatively low 
taxation, both on companies and individuals. ‘The UK vote gives 
the government political cover to consider some bold reforms 
to boost productivity and create an even more business-friendly 
environment,’ says Philip Shaw, chief economist at Investec. 

Many aspects of the Swiss system will be hard, even 
impossible, to replicate in the UK or elsewhere. One commonly 
cited reason for Swiss success is the high level of political 
decentralisation; the country’s 26 ‘cantons’, or provinces, have 
greater tax powers than the relatively slim national government. 
‘Since companies and individuals can relocate between cantons, 
the system puts pressure on governments to be lean and 
efficient – offering high-quality services and low taxation,’ says 
Jaag. ‘Having the spending power close to the people seems to 
result in greater efficiency.’ While the UK could opt for greater 
fiscal decentralisation, it would be difficult to replicate the 
Swiss approach. 

Many economists believe Switzerland has succeeded despite 
and not because of its rejection of European membership. The 
country endured sluggish economic growth in the 1990s. The 
bursting of a property bubble may have been mostly to blame, 
but the country’s exclusion from the emerging single market until 
2002 may also have been a contributory factor. 

A demographic bind
In 2014 the Swiss narrowly voted for caps on immigration. Since 
unfettered movement of people is a condition of Swiss access 
to the single market, the authorities now face a tough balancing 
act. To ensure the continued expansion of the labour force in 
the context of an ageing population, Switzerland may need to 
ensure a higher rate of female participation in the labour market, 
an area in which it lags most other European peers. Only about 
a fifth of mothers work full time, and fewer women get to the top 
compared with elsewhere in the continent. A 2014 Egon Zehnder 

European board diversity analysis 
showed that only 13.9% of Swiss board 
seats were held by women, compared 
with 20.3% in Europe as a whole.

Despite these provisos, Switzerland 
offers food for thought for UK 
policymakers as they attempt to forge 
a future outside the EU. Some tough 
years probably lie ahead for the UK, 
with slow growth and a hit to consumer 
spending power. But if the UK can 
achieve even a modicum of Swiss 
success, the Brexit vote may not prove 
quite as economically toxic as the 
professional economists feared. ■

Christopher Fitzgerald and Fernando 
Florez, journalists

‘The UK vote 
gives the 

government 
political cover 

to consider 
some bold 

reforms to boost 
productivity’
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Career boost
Refl ecting on events from a distanced viewpoint produces better, wiser decisions, 
says our talent doctor Rob Yeung, plus what makes the perfect public speaker

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace 

Talent doctor: decision-making

Imagine you are working in a boring, 
but secure job. You go for a job 
interview and are offered a position 
that could be exciting. But you’re not 
sure you have all the skills to succeed 
in the role. Should you stay where 
you are or take the riskier option?

Some decisions matter more than 
most and the good news is that studies 
suggest there’s at least one way of 
making better, wiser decisions.

Research psychologists at the 
University of Michigan, Ann Arbor in 
the US invited job hunters to ‘take a 
few minutes to think about how the 
current economic climate will impact 
you personally’.

The researchers then split the 
participants into two groups, giving 

each different, additional instructions. 
One group was asked to adopt what 
is known as an immersive viewpoint: 
‘Imagine the events unfolding before your 
own eyes as if you were right there.’ The 
other was instructed to take a broader, 
distanced viewpoint: ‘Imagine the 
events unfolding as if you were a distant 
observer.’

Participants were then interviewed and 
asked to reason aloud their thinking and 
the transcripts of their responses were 
then evaluated by two experts.

When the results were analysed, 
the researchers found that participants 
who had been told to reason from the 
distanced perspective had done so 
signifi cantly more wisely. For example, 
they were more likely to have recognised 

the limits of their knowledge. 
They were also more likely to have 
acknowledged that the future was 
prone to change.

Follow-up studies have found further 
benefi ts for distanced decision-making. 
Notably, people who adopt it also 
tend to be more open to alternative 
viewpoints. In contrast, people who 
hold an immersive viewpoint tend to be 
more resistant to new information.

The implication is clear. When 
weighing up issues and options, take 
a more distanced perspective. Rather 
than thinking about how circumstances 
might affect you personally, pretend that 
you are advising a friend or colleague.

Consider looking back on past 
events from this perspective too. 
Studies have shown that people who 
refl ect on past events – particularly 
mistakes and failures – from an 
immersive perspective tend to 
experience more negative feelings. 
Refl ecting from the distanced 
perspective allows them to be less 
emotional and more likely to identify 
lessons they can apply in the future.

To summarise: when it comes 
to reasoning about the future or 
refl ecting on the past, imagine that 
you are considering the consequences 
or lessons for someone else. Pretend 
you are an out-of-body observer of the 
situation. Do so and you may exercise 
better judgment. ■

For more information:

talentspace.co.uk

@robyeung

Better decisions

Watch Dr Rob Yeung 
expand on these themes at bit.
ly/ACCA-Yeung7
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The perfect: public speaker

Speaking in public is an aspect of business life that most people avoid. We’ve all heard  
witty, perceptive speakers and wondered how on earth we might reach their level. And  
we’ve all had to listen too often to lacklustre, ill-considered ramblings from people we have 
no desire to emulate.  

But with so much 
commentary and 
analysis competing 
for our time via social 
media, the ability to 
speak well in public 
is becoming highly 
prized. Happily, just 
like anything else, 
public speaking is a 
skill, which means it 
can be learned.

Francis Cahill 
of Toastmasters 
International 
advocates jumping 
right in. ‘Speak in public whenever you get the chance,’ he says. ‘It doesn’t matter if it’s for 30 
seconds or 30 minutes, step forward and take the opportunity.’

The next step is to engage your audience. Smile and look them in the eye. If you speak 
about what you know, you will be in control of your material.

Be clear and concise – and funny if you can. Don’t overdo the jokes as they can become 
a distraction, but a bit of self-deprecation or a personal anecdote is a time-honoured way of 
getting an audience onside.

Keep at it. ‘No matter how badly you feel it went – and it is usually never as bad as you think 
– get up, try again and focus on improving through practice,’ says Cahill. And travel. ‘Don’t 
always speak at the same groups. Go to the next town or visit groups you’ve never met before. 
It gives you new material, new experiences and new feedback.’ A virtuous circle in fact.

Graduates for MENA 
Youth unemployment is 28% 
in the Middle East and North 
Africa (MENA), but accountancy 
grads are in strong demand.

In a YouGov survey 
commissioned by Bayt.com, 
31% of 4,000 young people 
surveyed said getting hired in 
MENA these days was ‘very 
difficult’. Youth unemployment 
in the region is almost double 
the global average of 13%.

More than half of young 
candidates without experience 
in the workplace felt this was 
impeding their chances.

However, Suhail Masri, 
vice president for employer 
solutions at Bayt.com, told 
Gulf News there was still 
demand for newly graduated 
accountants, dentists and sales 
engineers without experience.

Soft skills for Australia
Accountants’ overall 
personality and ability to fit in 
is more attractive to employers 
than technical skills, according 
to Hays Australia.

In its Q3 assessment of 
the accountancy and finance 
sector, the recruiter stated that 
with digitisation soft skills were 
becoming ever more important.  

‘A newer trend has 
been an increasing number 
of employers looking for 
candidates with excellent 
business development and 
communication skills,’ the 
report stated.

Advances in technology 
and the decline in fees for 
compliance work means value-
adding consulting services 
are more important than ever. 
‘Employers want well-rounded 
accountants with good people 
skills,’ Hays noted.

High demand has driven 
fierce competition for talent 
among firms, with supply 
struggling to keep up.

Females for top jobs
Multinationals in India 
want women to fill top 
financial roles, according to 
a local recruiter.

Uday Chawla, managing 
partner at Transearch India, said 
his firm had seen an increase 
in multinational businesses 
seeking female candidates for 
finance roles at the C-suite level 
in the last few years. 

Speaking to The Economic 
Times, Chawla said there was 
unprecedented demand.

After the appointment 
in July of Sarvita Sethi as 
Coca-Cola’s first female head 
of finance in India, Chawla’s 
comments reinforce what The 
Economic Times described as a 
new trend among corporations 
to appoint women to the most 
senior finance posts.

In recent years India’s 
Hindustan Unilever, PepsiCo, 
Puma, Aditya Birla Group, 
Vedanta, Castrol and EMC 
have all appointed women to 
top positions in finance. 

‘This is new not only 
for India, but even the US. 
Earlier, the hiring for C-suite 
finance roles favoured men. 
But now it is based more on 
competence,’ said Chawla.

UK pay gap narrows
The pay gap between 
accountants and lawyers in the 
UK has narrowed to 13.7%, the 
narrowest margin since the 
2007–08 financial crisis struck. 

According to research by 
Nixon Williams, a provider 
of accountancy services to 
contractors, the average pay 
for chartered and certified 
accountants is now £35,923 
(3% higher than its 2007 peak) 
while the median pay for legal 
professionals is £41,602 (2.4% 
below its 2009 peak). 

Nixon Williams says 
accountancy firms have built 

up legal services divisions and 
taken work away from law firms 
by offering discounted fixed 
fees. In contrast law firms have 
struggled to make the billable 
hour model work.

Simon Curry, CEO of Nixon 
Williams, said: ‘Law firms are 
facing intense competition 
from accountants who are 
moving into process-oriented, 
high-street work. Accountancy 
firms are increasingly able to 
undercut law firms by offering 
a fixed-fee pricing model. 
This is appealing in a market 
that has become less willing 
to accept the billable hours 
charged by many law firms.’ ■ 

Sally Percy, journalist

For more information:

accacareers.com
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The agile solutionThe agile solutionThe agile solution
Management often eschews mundane spreadsheet software for strategic planning in 
favour of more sophisticated platforms, but simple is agile, argues Dagmar Recklies

warehouse solutions, such as calculations for new products and 
feasibility studies for strategic options. These calculations require 
high levels of fl exibility: they often come with many variables, 
and the business case might still change, which will mean 
changes to the calculations. These auxiliary calculations would 
be disproportionally complex to integrate into the main system.

Business warehouse and enterprise planning systems 
normally have fi nite levels of standardisation. This makes it 
diffi cult to adjust calculations – for example, through various 
project phases – so spreadsheet calculations can be a helpful 
alternative. An experienced user can easily adapt every part of 
the calculation without the help of an outside software vendor or 
even a programmer. And spreadsheet tools support a number of 
variants and scenarios too. Used in this way, spreadsheets can be 
excellent support tools to facilitate strategic decisions. 

Explaining the logic
Starting from an empty sheet, the project team has to think 
through the business logic of the particular option fi rst. Only 
then can they model this logic with formulas and calculations. 
They will immediately see the results of their calculations and can 
test them against the expected business logic. 

Spreadsheets are often criticised as being unhelpful for 
strategic planning. But this lack of sophistication can actually 
benefi t the project, as the team is forced to think through the 
whole business logic in every detail. Since they developed the 
whole calculation by themselves, they will be able to explain 
every single aspect to other stakeholders. This will lead to a 
more insightful discussion with executives and decision-makers. 
Conversely, the actual calculations within enterprise planning 
software are often perceived as some sort of black box; few 
specialists would be able to explain them in detail. 

According to a 2014 survey by BARC Business 
Intelligence Forum, Excel is by far the most popular 
business tool for planning purposes in Germany, 

Austria and Switzerland, where the spreadsheet usage rate 
is 86% as against 63% for specialised planning and business 
intelligence tools. 

The reasons are straightforward: Excel is well-known software 
that sits on computers around the world. It is very fl exible, allowing 
solutions to be created for many functions, such as questionnaire 
design, analysis of large amounts of data, visualisation of results, 
etc. Moreover, you can handle the whole process in-house – from 
the initial design of input, to calculation and output, as well as 
later adjustments. You don’t have to rely on an external software 
supplier who might disappear from the scene.

But as we all know, Excel also has downsides: spreadsheet 
tools are only as reliable as the data put into them. It is easy 
to imagine the risks that arise from even small mistakes in 
spreadsheets that are used as the basis for planning and 
strategic decisions. As journalist and writer Tim Worstall has said, 
‘Microsoft’s Excel might be the most dangerous software on the 
planet.’ The European Spreadsheet Risks Interest Group lists 
various ‘horror stories’ on its website.

So does this mean that managers undertaking complex 
calculations with wide implications should use a professional 
software platform? Data warehouses and planning systems with 
sophisticated capabilities for data analysis are far more reliable. 
They normally have data interfaces with many parts of the 
organisation, which reduces errors in data entry and transfer. And 
all functions, including data retrievals, calculations and analyses, 
are professionally designed and tested. 

However, businesses also have to perform many calculations 
that don’t easily fi t into standard enterprise planning and data 
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constantly upgrading their functionality and adding value. 
And they need to. Recently there has been evidence of 
more established brands spotting an opportunity to take on 
the disruptors at their own game, such as Ryanair recently 
launching a service that allows air passengers to book hotels 
and private rooms; the airline says it aims to become the 
‘Amazon of the skies’.

What may be needed in the future to protect dominant 
market share and a healthy operating profi t margin, and to 
promote further growth, are:

* continuous product and service innovation and new value 
creation to widen margins inch by inch

* improving customer service 

* deep thinking to evaluate new strategies, and prioritisation 
and phasing of global development plans

* local tailoring of the service

* continued scanning for potential competition

* making the brand more familiar and meaningful 

* reviewing the board to ensure that the business doesn’t 
outgrow the skills of the original founders.

In terms of management theory, Airbnb’s strategic situation is 
highlighted by the ‘resource-based theory’ (RBT) of competitive 

advantage. RBT suggests that strategic performance is improved 
by identifying the distinctive – and hard to imitate – resources 
and skills an organisation has. In Airbnb’s case, that is:

* continuous product development

* low costs 

* speed 

* agility

* first-to-market advantage.
These might look a little brittle and, as we have seen with 
Ryanair’s new proposition, this dominance will be challenged. 
But as a customer or supplier, or both, for now I will enjoy this 
cunning breakthrough. ■

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

For more information:

tonygrundy.com

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

Watch our 
series of 
interviews 
with 

high-profi le ACCA 
members at
bit.ly/abinterviews 

* CFO of Singapore’s Land Transport 
Authority Alice Tan FCCA on her 
career journey

* Senior vice president of finance at Atlantis The 
Palm Conor Lawler ACCA talks about life at 
Dubai’s iconic resort

* Senior continuous improvement practitioner 
at Shell US and ACCA USA vice chairman 
Siobhan Pandya FCCA on thinking big

* CFO of England Rugby Steve Brown FCCA 
talks rock bands and the Rugby World Cup

* Partner at PwC Nigeria Taiwo Oyedele FCCA 
on making it to the top in Nigeria

* ACCA president Datuk Alexandra Chin FCCA 
describes her inspirational journey

* EY Singapore partner Gajendran Vyapuri 
FCCA talks about the global mobility that his 
role and the ACCA Qualification afford him

Take one
Accounting and Business has produced a series of video interviews with ACCA members from 
around the world. See how they bring their professional skills to bear in their varied roles

Have you got an interesting story to tell? Get in touch abeditor@accaglobal.com
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The same holds true for discussing any initiative throughout 
the organisation. Spreadsheets are like a common language. 
This is a huge advantage for strategic decisions. It also eliminates 
a significant proportion of perceived uncertainty within the 
financials. There may still be uncertainty about the assumptions 
and parameters, but the whole team can agree on how the 
project should be calculated. 

Earning trust
There is one essential pre-condition for spreadsheet tools to truly 
support strategic decision-making: the tool itself has to earn the 
trust of all stakeholders and audiences of the results. Only a tool 
that everybody accepts as reliable will lead to a discussion that 
focuses on the strategic issues instead of the calculations. Here 
are some established best practices for building financial models.

* Make sure your tool looks professional and trustworthy. 
It has to work neatly without any error messages. Have a 
user-friendly interface for data entries and results. The actual 
calculations should take place on other sheets. 

* Develop your own general system and structure for 
Excel tools and rigorously apply it: colour codes, naming 
conventions, formats, table structures, etc. Other users will 
then find it easier to orient themselves in your tools.

* Write documentation for all tools. Use it to explain what the 
tool calculates where, how and why.

* Always have somebody else check your tool from top to 
bottom. This may even be a job for external consultants. That 
way you can eliminate existing errors, get valuable advice for 
improvements and significantly increase your tool’s credibility.

* Generously offer to explain your tool in any detail to 
everybody interested. This is about credibility again. You also 
have to make sure that your tool is well understood by all 
users and recipients of the results.

* Do sensitivity tests, including for limited ranges. Do your 
results change as expected if you change particular input 
values? Document the tests and tell everybody about them. ■ 

Dagmar Recklies is a consultant in corporate strategy, strategic 
positioning and digital communication

For more information:

See the European Spreadsheet Risks Interest Group’s 
spreadsheet horror stories at bit.ly/eusprig-horror

themanager.org 
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In the right 
direction
Sound lessons about getting direction in your life come 
from various quarters. David Parmenter examines some 
of those that will get you where you want to go

success looks like – a treasure map – we will travel towards it. 
Take a sheet of paper and set out how you envisage success 

– with your partner, your family, your friends, your health, your 
hobbies, your career and your retirement savings. State your 
goals and add pictures from magazines to help you visualise 
the outcomes you seek. The more pictures the better. My fi rst 
treasure map had an image of a motorbike, a BMW 100RS, which 
is quite rare. Two years later I owned an exact replica of that bike, 
in the same paint combination. Read any self-help book, ask any 
achiever, and they will tell you that visualisation is the key.  

I discovered Kerry Spackman’s book The Winner’s Bible in 
an airport bookshop. It describes a concept similar to treasure 
mapping – a folder that includes aspirational sayings and the 
goals you have set for yourself. Each day you pick up your 
winner’s bible and read the pages that resonate that day. ■

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

In his song Any Road, the late George Harrison wrote, 
‘If you don’t know where you’re going, any road will 
take you there.’ The statement is profound, and possibly 

inspired by the dialogue between Alice and the Cheshire 
Cat in Lewis Carroll’s Alice’s Adventures in Wonderland, and 
it has relevance today. With our fi xation on immediacy, we 
frequently confuse being busy – pushing texts and emails 
around the stratosphere – with forward momentum. Never 
have we been so active, yet so stationary.

In a recent address on ‘the art of deliberate success’, the 
author and business coach David Keane asked: ‘What does 
success mean to you?’ It’s a question we should all ask ourselves. 
Keane explained how clarity, priority and execution need to work 
together: for example, where you have clarity and prioritisation 
without execution, you won’t progress towards success. The 
sweet spot is where the three elements collide. 

Leadership coach Jim Collins called it fi nding ‘your 
hedgehog’ – the place where you are untouchable. In his 
book Good to Great, Collins summarises the key to business 
success in a Venn diagram, which can be applied equally to us 
as individuals. The fi rst circle in the diagram tells us to focus 
on an area where we can be a world expert. This is not as hard 
as it sounds, providing you look for a fi eld specifi c to your 
experiences, where you have already made progress. Make sure 
it’s free from competing experts, then get your 10,000 hours into 
that space as soon as possible.

The second circle involves identifying your passion. Where your 
passion and your expertise collide is an agreeable place to be – 
work and play merge. The third circle is economic demand: it is 
simple common sense to focus on something others will pay for.

Turning point
I once attended a life skills course called ‘turning point’. It was 
the fi rst time I was exposed to the power of the subconscious 
and its ability to pursue a target. If we have a vision of what 

Next steps

1. Read David Keane’s book The Art of Deliberate Success, 
or Kerry Spackman’s The Winner’s Bible.

2. Start your treasure-mapping process. Email me 
(parmenter@waymark.co.nz) for guidelines on how to 
prepare a treasure map.

For more information:

davidparmenter.com

David Parmenter gives masterclasses in London on 11 and 
21 October, see bit.ly/parm-11oct and bit.ly/parm-21oct

Your inner hedgehog

What can 
you be 

best in the 
world at?

What 
drives your 
economic 
engine?

What are you deeply 
passionate about?
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Capital’s challenge
There are major challenges in reporting the capital structure of 
entities, as Graham Holt explains

Often the advice given to 
investors is to focus on 
cash and cashfl ow when 
analysing corporate reports. 
Insuffi cient fi nancial capital 
can cause liquidity problems 
and suffi cient fi nancial capital 
is essential for business 
growth. Any discussion of 
the management of fi nancial 
capital is normally linked to 
entities that are subject to 
external capital requirements 
but the topic is just as 
important for those entities 
that do not have any such 
regulatory obligations. 

What it is
Financial capital is defi ned in 
several ways. The term has 
no single accepted defi nition, 
having been variously 
interpreted as the equity held 
by shareholders or equity plus 
debt capital including fi nance 
leases. The defi nition chosen 
can obviously affect the way in 
which capital is measured, and 
that in turn has an impact on 
the return on capital employed 
(ROCE) fi gure. 

An understanding of what 
an entity views as capital 
and its strategy for capital 
management is important 

to all companies and not 
just banks and insurance 
companies. Users of 
fi nancial reports have 
diverse views about what 
is important in their 
analysis of capital. Some 
focus on the entity’s 
historical invested 
capital, some concern 
themselves with its accounting 
capital, and others look to its 
market capitalisation.

Investor needs
Investors have specifi c but 
different needs for information 
about the entity’s capital 
depending on the approach 
they take to the valuation 
of the business. For 
example, if their valuation 
approach is based on a 
dividend model, then a 
shortage of capital may 
have an impact on 
future dividends. 
If, however, 
ROCE is used 
for comparing 
the performance 
of entities, then 
investors need to 
know the nature and 
the quantity of 
the historical 

capital 
employed in the 
business. There is 
diversity in practice 
as to what different 
companies see as 
capital and how it 
is managed.

There 
are various 

requirements 
for entities 

to disclose 
information 
about 
capital. In 

drafting IFRS 7, 
Financial 

Instruments: 
Disclosures, the 
International 
Accounting 
Standards Board 

(IASB) considered 
whether it should 

require disclosures 
about capital. In any 

assessment of the risk 
profi le of an entity, the 
management and level 
of the entity’s capital is an 
important consideration.

The IASB believes that 
disclosures about capital 
are useful for all entities, 
although it does not intend 
for those disclosures to 
replace the ones required 
by regulators as the latter’s 
reasons for disclosure may 
differ from those of the IASB. 
As an entity’s capital does 
not relate solely to fi nancial 
instruments, the IASB has 

included these disclosures 
in IAS 1, Presentation of 
Financial Statements, 
rather than IFRS 7. 
IFRS 7 requires some 
specifi c disclosures 
about fi nancial 
liabilities; it does 
not lay down similar 
requirements for 
equity instruments. 

The IASB 
considered whether 

the defi nition of capital 
is different from the defi nition 
of equity in IAS 32, Financial 
Instruments: Presentation. 
In most cases disclosure of 
capital would be the same as 
for equity but it might include 
or exclude some elements. 
The disclosure of capital is 
intended to give entities the 
ability to describe their view of 
the elements of capital if this 
is different from equity.

IAS 1 disclosures
As a result, IAS 1 requires an 
entity to disclose information 
that enables users to evaluate 
its objectives, policies and 
processes for managing 
capital. This objective 
is gained by disclosing 
qualitative and quantitative 
data. The former should 
include narrative information 
such as what the company 
manages as capital, whether 
there are any external 
capital requirements, and 
how those requirements 
are incorporated into the 
management of capital. 

Some entities regard some 
fi nancial liabilities as elements 
of capital while other entities 
regard capital as excluding 
some components of equity 
– for example, those arising 
from cashfl ow hedges. The 

IAS 1 requires an 
entity to disclose 
information that 

enables users 
to evaluate its 

objectives, policies 
and processes for 
managing capital
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IASB decided not to 
require quantitative 
disclosure of externally 
imposed capital 
requirements. It 
decided instead 
that there should 
be disclosure 
of whether 
the entity has 
complied with any 
external capital 
requirements, 
and, if not, the 
consequences of 
non-compliance. 
Further, there is 
no requirement 
to disclose the 
capital targets set 
by management and 
whether the entity 
has complied with 
those targets, or the 
consequences of any 
non-compliance.

Examples
Examples of some 
of the disclosures 
made by entities 
include information 
as to how the 
fi nancial gearing 
is managed, how 
capital is managed 
to sustain product 
development, and how 
ratios are used to evaluate 
the appropriateness of the 
capital structure. An entity 
bases such disclosures 
on the information that is 
provided internally to key 
management personnel. 

If the entity operates in 
several jurisdictions whose 
different external capital 
requirements would render 
an aggregate disclosure of 
capital of little value, then the 
entity may disclose separate 
information for each separate 
capital requirement. 

Besides the requirements 
of IAS 1, the International 
Financial Reporting Standards 
(IFRS) practice statement on 
management commentary 
suggests that management 
should include forward-

looking information in the 
commentary when it is aware 
of trends, uncertainties 
or other factors that 

could affect the entity’s 
capital resources. 

Companies Act
Additionally, some 
jurisdictions make 
capital disclosures 
part of their legal 
requirements. In 
the UK, section 414 
of the Companies 
Act 2006 deals 
with the contents of 

the strategic report and 
requires a ‘balanced and 
comprehensive analysis’ 
of the development 
and performance of 
the business during 
the period and the 
position of the 
company at the 
end of that period.

Section 414 
further requires 
that (to the extent 
necessary for an 
understanding of 
the development, 
performance or 
position of the 
business) the 
strategic report 
should include 
an analysis using 
key performance 
indicators. It makes 
sense that any analysis 
of a company’s 
fi nancial position 
should include a 

consideration of how much 
capital it has and its suffi ciency 
for the company’s needs. 

The Financial Reporting 
Council’s guidance on the 
strategic report suggests 
that comments should 
appear in the report on 
the entity’s fi nancing 
arrangements such as changes 
in net debt or the fi nancing of 
long-term liabilities.

Capitalisation table
The annual report is not 
the only document that 
an investor may consult to 
fi nd details of an entity’s 
capital structure. 

Where the entity is 
involved in a fi nancial 
transaction, such as a sale 
of bonds or equities, 
it typically produces a 
capitalisation table 
in a prospectus that 
shows the effects 
of the proposed 
transactions 
on its capital 
structure. The 
capitalisation 
table lays 
out the 
ownership 
and debt 
interests 
in the 
entity, 
but 
may 
also 
show 
its 

potential 
funding sources, 
and the effect 
that any public 
offerings will have. 

The table may 
present the pro 
forma impact of 
events that will 
occur as a result 
of an offering such 
as the automatic 

Debt and equity 
instruments can 

have different 
levels of right, 

benefit and risk

conversion of preferred stock, 
the issuing of common stock, 
or the use of the proceeds 
raised by the offering for 
the repayment of debt or 
other purposes. 

The IASB does not 
require such a table to be 

disclosed, but it is 
often required 

by securities 
regulators. 

For example, 
in the US, the 

capitalisation table 
is used to calculate 
key operational 
metrics. Amedica 

Corporation announced 
in February this year that 

it had ‘made signifi cant 
advancements in its ongoing 
initiative toward improving 

its capitalisation table, 
capitalisation and 
operational structure’. 

It can be seen that 
information regarding 

an entity’s capital 
structure is spread across 

several documents including 
the management commentary, 
the notes to fi nancial 
statements, interim accounts 
and any document required by 
securities regulators.

Debt and equity
Essentially there are two 
classes of capital reported in 
fi nancial statements – namely, 
debt and equity. However, 
debt and equity instruments 
can have different levels of 
right, benefi t and risk. 

When an entity issues a 
fi nancial instrument, it has to 
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determine its 
classifi cation 
either as debt 
or as equity. The 
classifi cation that is 
assigned can have a 
signifi cant effect on 
the entity’s reported 
results and fi nancial 
position. Classifying an 
instrument as a liability 
affects an entity’s gearing 
ratios and results in any 
payments being treated 
as interest and charged 
to earnings; classifying it as 
equity may be seen as diluting 
existing equity interests. 

IAS 32 sets out the 
nature of the classifi cation 
process but the standard 
is principle-based and 
the resulting outcomes 
are sometimes surprising 
to users. IAS 32 does not 
look to the legal form of 
an instrument but focuses 
instead on the instrument’s 
contractual obligations. 

IAS 32 
considers the 
substance of 
the fi nancial 
instrument, 
applying the 
defi nitions to 
the instrument’s 

contractual 
rights and 

obligations. The 
wide variety of 
instruments 
can make this 
classifi cation 

diffi cult, with the application 
of the principles occasionally 
resulting in instruments 
that seem like equity being 
accounted for as liabilities. 
Recent developments in 
fi nancial instrument types have 
added further complexity to 
capital structures, leading to 
diffi culties in interpretation 
and understanding.

The IASB has undertaken 
a research project with the 
aim of improving accounting 
for fi nancial instruments that 
have characteristics of both 
liabilities and equity. The 
IASB has a major challenge 
in determining the best 
way to report the effects 
of recent innovations in 
capital structure.

Diversity and difficulty
There is a diversity of 
thinking about capital, which 
is not surprising given the 

issues with defi ning equity, the 
diffi culty in locating sources 

For more information:

ifrs.org

of information about capital, 
and the diversity of business 
models in an economy. 

Capital needs are highly 
business-specifi c and are 
infl uenced by many factors 
such as debt covenants 
and the preservation of 
debt ratings. The variety 
and inconsistency of capital 
disclosures can complicate the 
decision-making for investors. 
The details underlying a 
company’s capital structure are 
therefore essential in helping 
them assess any potential 
change in an entity’s fi nancial 
fl exibility and value. ■

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

Reporting challenges
The International Auditing and 
Assurance Standards Board 
has issued a discussion paper, 
Supporting Credibility and 
Trust in Emerging Forms of 
External Reporting: Ten Key 
Challenges for Assurance 
Engagements. In the section 
‘Ten Key Challenges in Relation 
to EER [emerging forms of 
external reporting] Assurance 
Engagements’, there is a useful 
reference to the challenges of 
reporting on the diverse and 
changeable information that 
can be included in a report.

The paper is open for 
comment until 15 December. 
You can read a shortened 
version or the longer 
discussion paper at bit.ly/
iaasb-cred.

Reporting

FRS 102/FRS 102 1A
Two new factsheets, FRS 102 – 
Transition Issues for Medium-
sized and Large Companies 
and FRS 102 – Transition Issues 
for Small Entities, are available 
to members. They have been 
emailed to members who have 
requested ACCA model FRS 
102 accounts during 2016. You 
can fi nd them at bit.ly/ACCA-
FRS102.

These factsheets contain 
worked examples that take 
users through the transition 
process, showing the changes 
to the trial balance including 
reconciliations of equity and of 
profi t or loss for the year. 

You can fi nd details of FRS 
102 CPD events by going 
to bit.ly/ACCA-CPD and 
searching ‘FRS 102’. More on 
FRS 101 and 102 in the tax 
section on the next page

Tax 

Making Tax Digital
As you will have seen, 
following several months of 
anticipation, HMRC fi nally 
launched its opening Making 
Tax digital (MTD) salvo. The six 
consultations making up the 
suite are open for comment 
until 7 November:

* Bringing business tax into 
the digital age

* Simplifying tax for 
unincorporated businesses

* Transforming the tax 
system through the better 
use of information

* Tax administration

* Simplified cash basis for 
unincorporated property 
businesses

* Voluntary pay as you go
HMRC’s position is clear 
in the consultations and is 
illustrated by the statement: 
‘We believe that the full 
benefi ts of digital capability 
can only be delivered for 
all parties by mandating 
the use of digital record 
keeping software that 
links to and updates 
business’s digital accounts 
with HMRC.’ 

Clearly HMRC’s view is 
that businesses must record 
business information in the 

form that HMRC requires 
and that it must be sent to 
HMRC each quarter. Failure 
will result in a penalty. 
HMRC also makes it clear in 
paragraph 8.15 of Bringing 
business tax into the digital 
age that user testing is 
already due to take place in 
the second half of 2016 and 
throughout 2017. It is still 
important, though, to make 
sure that your voice is heard, 
and we would encourage you 
to comment on the merits 
of MTD and consider some 
of the key questions in the 
consultation document.

HMRC proposes that MTD 
will apply for: 

* income tax and national 
insurance in April 2018

* VAT obligations in April 
2019

* corporation tax obligations 
in April 2020.

A lot of time is spent restating 
that HMRC thinks MTD is a 
great idea, that it thinks the 
changes proposed will benefi t 
businesses, that it thinks 
that information submitted 
to HMRC in this way is not a 
‘return’, and highlighting that 
it has listened to comments 
and has made improvements 
to MTD.

You can save 
quite a bit of time 
by not looking at 
the case studies 
and spotting 
the basic advice 
that would help 
these fi ctional 
characters run 
better businesses. 
But they are all, 
according to the 
consultations, 
very happy 
with HMRC.

Many of you have already 
responded to the briefi ng note 
ACCA sent in August, where 
we invited your comments 
and asked for your business 
insight and expertise. The 
overwhelming majority of your 
comments highlight the cost 
to business, and that MTD will 
take up management time 
and prevent businesses from 
looking at new opportunities. 
The feedback included a 
comment from a practitioner 
who stated: ‘I have been 
contacted by a number 
of my clients recently who 
are universally horrifi ed at 
these proposals.’ 

The areas we discussed in 
the email were:

* timelines

* tax simplification

* costs

* penalties

* exemptions

* overlap relief

* calculation of profits.
You can fi nd the briefi ng note 
at bit.ly/ACCA-MTD-upd.

Please continue to send 
your comments on any of the 
questions in the consultations, 
together with any other of 
your thoughts on MTD, to 
advisory@accaglobal.com.

‘Making Tax 
Digital will take 

up management 
time and prevent 
businesses from 

looking at new 
opportunities’

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
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Innovative finance ISA
From 1 November interest, 
gains and other payments 
from certain debt securities 
offered via a crowdfunding 
platform will qualify for new 
tax advantages where these 
investments are held in an 
Innovative Finance Individual 
Savings Account (ISA).

For more information visit 
bit.ly/gov-isa. 

HMRC update
Agent Talking Points are 
weekly online digital meetings 
aimed at tax agents, usually 
lasting 45 minutes to an hour. 
The sessions provide agents 
with the opportunity to ask 
questions of subject matter 
experts from HMRC, across a 
range of different topics. A list 
of current and past webinars, 
including those on Agent 
Services, Making Tax Digital, 
security and cybercrime, can 
be found at bit.ly/hmrc-atp. 

Notice and guidance 
update
VAT Notice 708: buildings 
and construction replaces 
one of the same name issued 
in August 2014. It has been 
amended to show that a 
dwelling can consist of more 
than one building. Paragraph 
2.1 states that ‘A combination 
of buildings may form a single 
dwelling, provided they are 
designed to function together 
for that purpose. For example, 
where you have two buildings, 
one building may comprise a 
lounge and kitchen, and the 
other comprises the bedrooms 
and bathroom.’ 

This reflects a change 
highlighted in Revenue and 
Customs Brief 13 (2016): 
VAT, the liability treatment 
of a dwelling formed from 
more than one building. 
(bit.ly/vat-dwell), which 
summarises the change in 
HMRC’s policy following the 
First Tier Tribunal cases of 
Mark Catchpole (TC01995) 
and Mr T Fox (TC01957). It 
was found in these cases that 

for the ‘purpose of Group 
5, it was appropriate to 
interpret the law as allowing 
the construction of dwellings 
formed from more than 
one building, to be eligible 
for zero-rating.’ HMRC has 
stated that ‘those who have 
constructed or converted 
eligible buildings into new 
dwellings, consisting of more 
than one building that hasn’t 
previously been treated as 
zero-rated (for example, works 
of construction and eligible 
conversion services), may 
submit claims for overpaid VAT 
with retrospective effect up to 
four years from the date of the 
publication of this brief.’

VAT Notice 741A: place 
of supply of services notice 
replaces one of the same 
name issued in February 2010 
and has been rewritten.

You can find links and 
guidance on VAT notices and 

Revenue and Customs briefs 
at bit.ly/acca-vat.

FRS 101 and FRS 102 
tax overview
HMRC has updated its tax 
overview of FRS 101 and 
FRS 102. It highlights that 
the documents provide an 
overview of the ‘key tax 
considerations that arise 
for those companies that 
transition from Old UK GAAP 
to the new standards’ and 
also that they have been 
brought up to date to 
reflect changes made to 
the standards.

It is highlighted in the FRS 
101 overview that the ‘primary 
changes from the original 
paper are:

* additional commentary 
in relation to non-interest 
bearing loans

* updated commentary 
on the application 

of the Disregard 
Regulations and Change 
of Accounting Practice 
Regulations, reflecting the 
changes made to these 
statutory instruments in 
December 2014

* accounting commentary 
updated to reflect the 
amendments to FRS 101 
issued in September 
2015 (particularly in 
respect of the format of the 
profit and loss account and 
balance sheet, permitting 
contingent consideration to 
be measured at fair value 
and prohibiting the reversal 
of impairment losses 
on goodwill).’

It is highlighted in the FRS 
102 overview that the ‘primary 
changes from the original 
paper are: 

* additional commentary 
in relation to non-interest 
bearing loans »

Brexit guidance

ACCA has been engaging with government, finance providers and businesses, both to lobby 
on your behalf and also to bring together practical guidance that will be continually updated 
as needed over the next five years. It is clear that business is being given a high priority and 
that departments such as the Department for International Trade have plans to ensure that 
business knowledge and intelligence are shared effectively throughout government.

See more on ACCA’s activities on page 81. In addition, a schedule of the guidance 
material and launch dates can be found at bit.ly/acca-brexit. .
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* updated commentary 
on the application 
of the Disregard 
Regulations and Change 
of Accounting Practice 
Regulations, reflecting the 
changes made to these 
statutory instruments in 
December 2014

* accounting commentary 
updated to reflect the 
amendments to FRS 102 
issued in August 2014 and 
July 2015

* where applicable it has 
been updated for any 
commentary specific to 
section 1A of FRS 102’.

The overview also highlights 
the effect in Change 
of Accounting Practice 
(COAP) Regulations 
(SI 2004/3271). It is stated 
that the ‘COAP Regulations 
apply to most transitional 
adjustments arising in 
respect of loan relationships 
or derivative contracts from 
change in accounting practice. 
As such, the Regulations 
are applicable to transitions 
to FRS 101 and FRS 102 in the 
same way as they applied to 
transitions to IAS or FRS 26. 
In most cases, the effect of 
the Regulations is to spread 
the transitional adjustment 

over 10 years, starting with the 
first period in which the new 
accounting policy applies.’ 
This section uses an example 
of an unconnected company 
with a loan due to be repaid 
in five years, which has ‘non-
vanilla’ terms. The example 
highlights the difference 
between the closing value and 
new treatment, with the loan 
valuation at fair value spread 
over 10 years.

You can find the updated 
overviews at bit.ly/hmrc-gaap.

Scale rate payments
Scale rate expenses payments: 
employee travelling outside 
the UK, published in October 
2014, will continue to apply 
for the year commencing 
October 2016. Employers 
can reimburse subsistence to 
employees by making a scale 
rate payment, which can be 
found at bit.ly/hmrc-scale.

Law

Suspicious activity 
reports
The National Crime Agency 
has issued changes to the 
Suspicious Activity Report 
(SAR) glossary codes and 
clarification of reporting 

routes, which sets out new 
requirements that all under the 
reporting regime must adopt. 
This highlights that ‘SARs are 
recognised as a vital source of 
information – in some cases 
the only source of information 
– which can help fill knowledge 
gaps on a range of crimes 
and the highest risks outlined 
in national risk assessments. 
An improved glossary code 
practice could help enhance 
the effective use of that 
information for the purpose 
of such strategic planning 
and assessment. An improved 
glossary code practice would 
also enable more efficient 
analysis to feedback patterns 
and trends to the reporting 
sectors to help them better 
prepare their risk profiles and 
due diligence processes.’

From 1 October 2016 
the new glossary codes will 
be used in the reporting 
systems and the old codes 
will no longer be valid. From 
December 2016 UK Financial 
Intelligence Unit will report 
on the progress made to the 
SARs Regime Committee, 
regulators, supervisors and 
SAR engagement groups.

Below is a summary 
of changes:

Codes remaining the same:
1. XXS99XX request defence 

under the Proceeds of 
Crime Act (POCA) 2002/
Terrorism Act (TACT) 2000

2.  XXV2XX vulnerable adults
3. XXV3XX risk to children 

(including sexual 
exploitation and abuse)

4. XXF1XX proceeds from 
benefit fraud

5. XXF2XX excise evasion 
(duty of alcohol, tobacco, 
fuel etc)

6. XXF3XX corporate tax 
evasion (evasion by 
business, corporation)

7. XXF4XX personal tax 
evasion (evasion by 
individuals, eg income tax)

8. XXF5XX VAT fraud (eg 
carousel/missing trader 
intra-community fraud)

9. XXD9XX bribery and 
corruption

10. XXD8XX domestic PEPs
11. XXD7XX international PEPs
12. XXPCPXX counter-

proliferation (project).
Codes removed from  
previous list:
1. XXS1XX money-laundering 

in action
2. XXD1XX funds leaving 

the UK
3. XXD2XX significant 

transaction
4. XXD3XX disguising 

proceeds
5. XXD4XX converting 

proceeds
6. XXD5XX concealing 

proceeds
7. XXD6XX transferring 

proceeds
8. XXF6XX tax credit fraud 

(confirmed)
9. XXF7XX tax credit fraud 

(suspected)
10. XXN8XX pension liberation 

fraud
11. XXN9XX mule ring analysis.
Codes added to list:
1. XXPRFXX professional 

enabler
2. XXTBMLXX trade-based 

money laundering
3. XXPROPXX property 

market (real estate)
4. XXTEOSXX tax evasion 

overseas
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5. XXTEUKXX tax evasion  
UK-based

6. XXF9XX frauds against the 
private sector

7. XXFIREXX firearms
8. XXOICXX organised 

immigration crime
9. XXDRUXX illegal supply 

of drugs.
You can find the briefing that 
all reporting officers should 
read at bit.ly/UKFIU-code.

Auto-enrolment: which 
type of earnings qualify?
Qualifying earnings include 
wages, salary, fluctuating 
elements of pay, bonuses, 
and some statutory payments, 
such as maternity and sick 
pay. We recognise that not all 
pay elements fit neatly inside 
these headings, and a good 
rule of thumb is that if earnings 
are subject to national 
insurance contributions, 
then they are likely to also 
qualify as earnings for 
automatic enrolment. 

Find out more at 
thepensionsregulator.gov.uk.

Auto-enrolment: 
directors 
As a reminder, if a business 
only has directors it will 
not have any automatic 
enrolment duties if any of the 
following apply:

* you are the sole director

* you are all directors 
and none of you has an 
employment contract

* you are all directors and 
only one of you has an 
employment contract.

The Pensions Regulator states 
that automatic enrolment will 
apply if more than one director 
has a contract of employment. 

More information on 
assessing your staff for 
automatic enrolment can be 
found at bit.ly/tpr-check.

Patent rule changes
The Intellectual Property Office 
(IPO) has highlighted changes 
to Patent Rules 2007 that are in 
force from 1 October 2016 and 
6 April 2017. One noticeable 

change is that the IPO will 
issue ‘intention to grant’ 
notifications from 1 October 
2016. The IPO says that the 
notifications will provide 
applicants with a clear picture 
of the time left to take any 
other action they wish before 
grant. In particular, there will 
be a clear timeframe within 
which to file any divisional 
patent application.

You can read more on 
this and the other changes at 
bit.ly/gov-pat.

Cybersecurity webinars
ACCA UK’s Internal Audit 
Network ran a series 
of seven webinars on 
cybersecurity from March 
to September 2016. While 
some of the content was 
specific to internal auditors, 
the majority is relevant 
to everybody. 

Jay Abbott, managing 
director of Falanx Cyber 
Defence, presented the series 
with co-hosts for specialist 
topics. The series covered:

* an introduction to 
cybersecurity for 
internal auditors

* cybersecurity and data 
security for internal auditors

* cybersecurity and 
social engineering for 
internal auditors

* cybersecurity and process 
network control for 
internal auditors

* cybersecurity for internal 
auditors – how you 
should react when you are 
under attack

* cybersecurity and 
outsourcing for 
internal auditors

* cybersecurity for internal 
auditors – the latest 
techniques and attacks.

The entire series is now 
available on demand; 
each webinar lasts for an 
hour and constitutes one 
unit of CPD where the 
content is relevant to your 
current or future role. You can 
register to view the webinars 
at bit.ly/acca-web. ■

State pension top-up

There are only six months left until the state pension top-
up scheme closes on 5 April 2017. 

State pension top-up is a class of voluntary national 
insurance contribution (known as class 3A), which is 
available for a limited period. It allows those who reached 
state pension age before the introduction of the new 
state pension (women born before 6 April 1953 and men 
before 6 April 1951) an opportunity to exchange a lump-
sum contribution for an increase in their state pension of 
between £1 and £25 per week.

The cost of the contribution depends on the 
applicant’s age and the amount they wish to increase 
their state pension by (the maximum per week is £25). 
The rates are actuarially fair and based on the age of 
the applicant, with rates reducing the older the person 
is. For example, to receive £10 extra per week at age 66 
the cost will be £8,710 whereas at age 77 the cost will 
be £6,250. 

The Department for Work and Pensions (DWP) will 
promote the scheme until it closes on 5 April 2017, and 
will encourage prospective applicants to get independent 
advice on whether the scheme is right for them. It 
highlights that the scheme isn’t appropriate for everyone, 
and the boosted amount is taxed as income and so may 
be more suitable for lower rate tax payers. (This could 
affect pension credits and any housing benefits.) The DWP 
suggests that options such as class 3 voluntary national 
insurance contributions should be considered first if there 
might be a shortfall in the person’s national insurance 
record for basic state pension. 

You can read the full article at accaglobal.com/
advisory. For further details and to use an online scheme 
calculator visit bit.ly/gov-top. To receive professional 
updates and reminders on this scheme, you can sign up at 
bit.ly/dwp-top.
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Snapshot: risk assurance

Risk assurance is fundamentally 
about helping corporates make 
better, more informed decisions 
by assessing, planning for and 
mitigating the risks they face. 

Twenty-fi rst century risk is broad 
and varies from one geography to 
another. What is more, the business 
world faces shorter risk cycles in 
economic and geopolitical terms. 

Regulation can impose a 
compliance risk. Technology can 
also introduce uncertainty: drones, 
for instance, represent a risk to 
the aviation sector that is hard to 
quantify. Fintech brings competitive 
pressures to fi nancial services – or 
an unfamiliar business model for 
those institutions that invest in it. 

The primary risk assurance 
task for corporates is to ensure 
that their frameworks are suitably 
designed, well implemented and 
effective. Highly regulated sectors 
such as fi nancial services, energy, 
healthcare and life sciences, tend 
to be more advanced in their 
understanding, but it can be 
challenging in those boardrooms 
where risk is less well accepted 
and understood.  

Professionals working in 
this area need to be able to 
operate at a very senior level 
with strong infl uencing skills 
and powers of persuasion. 
They also need experience, a 
forward-looking outlook and solid 
sector knowledge. 

Katie Clinton, partner and UK head 
of internal audit, KPMG

The view from
Caroline Mercer FCCA, EY fi nancial services audit partner 
overseeing EY’s Smart Futures programme

With a fl air for numbers at 
school I was destined to follow 
in my father’s footsteps as 
an accountant. After studying 
accountancy at Napier University I 
joined EY in Edinburgh, where I was 
the fi rst employee to study for the 
ACCA Qualifi cation. 

I have built my career around 
providing audit services to our 
clients in fi nancial services, 
particularly asset management. These 
services range from small boutiques to 
global fund managers. We work closely 
with every client and always look to add 
value to their business, providing best-
fi t teams to meet the varying needs of 
our clients. 

Becoming a partner at EY earlier 
this year was momentous for me. 
I had been focused on achieving this 
for the last few years. It is the pinnacle 
of my 20-year career with EY, but it 
is also the start of another journey 
where I continue to develop and to 
be challenged.

At this level travel is an integral part 
of the role. I work with colleagues and 
clients across Edinburgh and London 
and split my time between the two 
locations. That way I can be close to my 
teams and my clients to provide support 
and leadership.

My wider responsibilities revolve 
around planning and building for 
the future. EY has a strong corporate 
social responsibility policy and I lead our 
activity in this area for the Edinburgh 
offi ce. This includes overseeing the 
Smart Futures programme, which we 
run in partnership with independent 
charity the EY Foundation, providing 
skills, training and paid work 
experience with EY and a mentor.

Becoming the fi rst person in our offi ce 
to qualify with ACCA was a signifi cant 
moment. What I learned on the course 
has supported me all the way through my 
career to partner level. ACCA is now more 
widely recognised than ever before, which 
is great. 

I represent EY on the Investment 
Association’s (IA) accounting fi rms 
working group. The IA is a UK trade 
body for those focused on the asset 
management industry. The working 
group meets regularly to discuss industry 
issues impacting on funds in the UK and 
inputs into guidance that helps support 
the industry. This means that I am at the 
forefront of the key issues affecting my 
clients; it helps stimulate early debate and 
propose solutions. 

Assessing the post-Brexit vote 
landscape, the UK’s fi nancial services 
sector remains in good shape. The 
fundamentals that made the UK 
attractive are unchanged, and our 
regulatory and legal frameworks are 
second to none. Scotland and the wider 
UK remain great places to do business. 
However, with change comes opportunity 
and we look forward to working with our 
clients on these. ■

Well practised?

Visit bit.ly/ACCA-in-practice for 
resources and information for 
ACCA members in practice
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Cloud control
The Big Four are leading the way in creating their own cloud accounting platforms,  
with SMEs playing a key role as the innovative approach goes mainstream

Accounting software companies are 
increasingly encouraging businesses 
to move their finance functions to the 
cloud. But what’s in it for accountants? 
And why are accountancy firms 
promoting the likes of Xero, MYOB, 
Saasu and Reckon, when such programs 
effectively let small and medium-sized 
enterprises (SMEs) take care of their 
own bookkeeping drudgery – tasks 
usually outsourced to accountants?

The charge is being led by Australia 
and New Zealand, with even the Big Four 
on board – stepping, seemingly, into 
the deep yet relatively uncharted pool 
of SMEs. Enter the likes of PwC’s Next, 
KPMG Agile and Deloitte Private Connect, 
with EY preparing a platform of its own.

PwC Next
PwC’s Next was launched in February 
2016 as a cloud-based business solution 
combining accounting tools and 
integrated apps on an open platform, with 
customisable dashboards. A collaboration 
between member firms, a handful of 
startups and emerging technology 
companies in New Zealand and Australia, 
PwC’s Next is used by private businesses, 
families and individuals. It is expected to 
filter up the chain to the more traditional 
Big Four territory of larger clients.

‘We’ve tended to start at the small 
end of SME business because that’s 
where [cloud] penetration is taking 
hold,’ David Wills, PwC’s private clients’ 
leader, explains. ‘That’s also the part of 
the market that’s being most disrupted.’ 
As more and more add-ons enable a 
more sophisticated analysis of what the 
basics do, the platform will become more 
relevant for the medium-sized business. 
‘You start with a minimum viable product 
and you then evolve it in its sophistication 
and complexity to other parts of the 
market,’ Wills says.

He admits to being a bit surprised 
that the push is coming from ‘Down 
Under’, while noting that countries such 
as Singapore, China and Hong Kong 
are ‘really watching with interest’ the 
Australasian experiment. He guesses it’s 

because uptake of cloud accounting 
tools is comparatively high 
in that part of the world 
– around 20% of 
businesses in 
New Zealand 
and 10% in 
Australia.

The Next 
platform 
evolved as a 
result of PwC 
partners’ realisation 
that the market demanded 
more than merely cloud 
enablement. ‘Our clients 
are looking for deeper 
insights and the ability 
to get on the front foot 
in making decisions,’ 
Wills says. ‘They want the 
freedom to choose the 
cloud tools that best suit their 
needs – whatever they may be. 
By using open architecture technology 
at the core of PwC’s Next, we’ve created 
a rich cloud ecosystem that goes 
beyond bookkeeping and accounting; it’s 
a whole-of-business solution.’

Next is not designed to be a 
‘made-by-PwC product’. (‘Our 
market reality is that 
there are nimbler 
organisations 
already well 
advanced in 
terms of cloud 
accounting,’ 
Wills says.) Rather, 
the vision is to 
add value to existing 
cloud products, via 
analysis, scale and skill, and wrap 
it into an ecosystem that the firm’s 
accounting professionals can support 
and enhance.

Next has multiple general ledgers 
(including MYOB and Xero), with the 
capacity to bring in others. Letting clients 
use tools they are already familiar with is 
an important design feature, Wills says. 
‘Even the cloud solution providers well 
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know that they won’t 
have something unique 
forever. We can’t be 
stuck in one dynamic. 
We’re not signing up 
to exclusivity here; we’re 
letting the market decide 
what’s best of breed. As long 
as we can provide a skillset over 
and above that, then we will add our 
own IP [intellectual property] on top of it.’

The platform offers a single sign-on 
to access all software and cloud-

based tools, bank-level 
security, automatic data 

transfer and a holistic 
view of an entire 

portfolio in real 
time. Clients gain 
clarity around all 
their accounts, 
in consultation 
with PwC 

advisers who ‘will 
help them flush out 

what’s important to them’.
From a practice viewpoint, Next will 

run in parallel with PwC’s existing way of 
doing business. ‘Some of our clients will 
not embrace the cloud, and we 

respect that,’ Wills 

says. But PwC 
will ‘continue to 

share the virtues’ of the 
cloud – speed, cost efficiency 

and time efficiency – and Wills 
believes that, as cloud accounting 

penetrates the global arena, ‘Next will 
be more and more relevant for an ever 
increasing percentage of our clients.’

Deloitte Private Connect
When Deloitte launched Private 
Connect, its cloud-based technology 
platform targeting small businesses, 
in mid-2014, it was tapping an existing 
client base of SMEs – privately owned 
enterprises, individual and family 

wealth and 
not-for-profits. 

Deloitte Private, a 
parallel business established 

in Australia years earlier, already had 
more than 100 partners and 1,000 staff 
working nationwide. (Although rebranded 
as Deloitte Private around 2009, the firm’s 
service for private clients had existed for 
many years before that.) 

‘It’s not as if Deloitte has entered 
this market off the back of these cloud 
products; we were already there,’ says 
Adrian Batty, national lead partner for 
business advisory services at Deloitte 
Private. ‘Our involvement in some of 
the cloud solutions is a result of us 
understanding what the marketplace 
wants us to do and streamlining our own 
business to operate more proficiently in 
that chosen market.’

The move into cloud services is one 
of the results of Deloitte’s looking to 

provide a better experience for its own 
practitioners as much as for its clients. By 
letting technology do some of the heavy 
lifting, Batty says, it shifts the role of a 
traditional accountant from a scorekeeper 
of what happened in the past to a 
strategist for the future. 

‘A lot of accountants including 
ourselves had been so busy doing 
year-end accounting and tax work 
that we didn’t really have the time or 
the information at our fingertips to have 
a discussion with our clients about how 
to move forward,’ Batty explains. Cloud 
products, he adds, allow both client and 
accountant to operate more seamlessly. 
And that frees up practitioners’ time to 
offer professional insights – ‘which is what 
the clients really want’.

The move into tailored cloud 
services has also opened up unexpected 
new markets, Batty points out. An 
individual franchisee in a shopping mall 
or a small startup, for example, might not 
have been on the radar of the Big Four 
firm, nor most likely could it offer services 
at a price point they would expect.

That scenario changes with Deloitte 
Private Connect. The platform lets the 
franchisor aggregate data across its 
whole fleet of stores while the franchisee 
gets on with its business. Dealing with 
the operators of co-investment startup 
hubs has also enabled the firm to 
penetrate the startup space more deeply. 
The model could easily be replicated 
overseas, particularly in South-East Asian 
countries, which have big franchise and 
startup communities. 

‘Even the cloud 
solution providers 

well know that 
they won’t have 

something unique 
forever. We can’t 

be stuck in one 
dynamic’

»
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From a fee perspective, Deloitte 
Private Connect is a subscription service, 
allowing Deloitte to compete on price 
with smaller accountancy firms. ‘We’ve 
embedded so much technology and 
process to do a lot of the manual effort 
that we can compete on price with any 
firm in the Australian marketplace,’ 
Batty explains. 

KPMG Agile
Meanwhile, KPMG’s Agile is a cloud-
based service for dealing with processing, 
payroll, accounts payable and GST (goods 
and service tax) compliance. The service 
works in partnership with New Zealand-
based acccounting software provider 
Xero. Like Deloitte, KPMG already had 
an established, SME-focused business in 
Australia, so the development of Agile 
was a natural progression, according to 
Michael Hine, a partner and practice lead 
in KPMG’s enterprise team.

Hine says KPMG Agile is not about 
selling cloud services – it is leveraging 
technology so business processes can be 
executed more efficiently. ‘This effectively 
allows us to offer to the client an end-
to-end business administration service, 
right though to the final compliance 
product,’ he says.

The cloud will, however, affect 
accountancy firms’ business, Hine 
adds, including culling some of the 
profession’s traditional roles. ‘That’s 
the inconvenient truth of the cloud,’ 
he says. ‘Ultimately it will lead to a high 

degree of cannibalisation of what a lot of 
accountants actually do at the moment.’

Does that worry him? ‘It would if 
we weren’t responding to it,’ Hine replies. 
‘As long as we can find other ways of 
adding value to our clients well beyond 
compliance, KPMG will continue to have 
a different business. If we were relying 
purely on compliance fees to generate 
our revenue stream, then yes, it would 
be very concerning about what’s likely to 
happen moving forward.’ ■

Peta Tomlinson, journalist

Clouds blow across from Australasia

PwC sees its Next platform as portable beyond its Australasian launchpad. David 
Wills, PwC’s private clients’ leader in Melbourne, says that he’s fielding calls from 
various network territories – from Poland to China to Canada – who ‘love the 
vision’ and are ‘very happy for us to develop it and for us to share’.

While Australia and New Zealand are at the front of the development 
process, Wills has no doubt about the growing global appetite. ‘All praise to the 
Australian innovators that have had a crack at this,’ Wills says. ‘It’s great to be on 
board at a time when they are breaking new barriers.’
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What is your practice worth? The 
answer for some time has been: 
between 80% and 120% of annual 
fees. The profession has long 
embraced valuations based on fees 
rather than profi ts, yet the formula 
is strange and ill-advised as a sole 
measure of value.

Purchasers raising funds for an 
acquisition would not base their 
application on top-line turnover, and 
most accountants would advise their 
clients of a more professional and 
commercially acceptable approach. 
With a £1m-fee practice, some 
potential buyers could be looking at 
a 40% return and others a 20% return. 
Such a disparity should be refl ected in 
the valuation.

The following considerations are likely 
to affect the valuation of practices.  

* Succession
The demographics of smaller firms (one 
to four partners, many of whom do not 
have in-house succession) are likely 
to generate a significant number of 
sellers over the next five years. Having 
a succession plan in place is wise and 
continuity is valuable. A consistent 
succession policy gives a firm a distinct 
advantage whether preparing for sale 
or the introduction of a new partner.

* Churn capacity
The capacity of the market to absorb 
fees through acquisition or merger 
is currently limited for a number of 
reasons. If the 40 biggest accountancy 
firms outside the top 10 make on 
average two acquisitions a year, 
buying up practices with fees of, 
say, £1.5m a year, then there is a 
cumulative fee churn of £120m. If 
there are 2,500 firms with fees of 
between £500,000 and £2m a year, 
and 30% of them have no succession, 
with the partners looking for an exit, 
then there is a potential cumulative 
fee churn of £750m (with average 
fees assumed to be £1m a firm). 
Admittedly, the acquisition process 
may be spread over five or so years, 
but, then again, these figures could 
be conservative. 

Can the market absorb such a high 
rate of churn? The answer may lead 
to acquirers offering lower buyout 
values. The potential excess fees that 
are being offered in the market may 
stimulate non-traditional purchasers to 
make further inroads in the accounting 
marketplace. 

Often specialist service-driven 
businesses seeking to buy general 
practices want to sell on the client 

services that are of no relevance 
to their business model. This 
is an expensive and disruptive 
consolidation, but may also offer a way 
forward as the market moves towards 
service-line business units rather 
than the broad spectrum of services 
traditionally offered by mid-tier and 
smaller practices.  

* Acquirer selectivity
In the early stages of practice growth 
(£1m to £5m), firms are willing to take 
on a range of fees to build scale. From 
£10m onwards, acquirers are becoming 
more selective and turning down fee 
blocks of £500,000 with a general 
practice spread of clients. We are 
seeing more assignment briefs, which 
are sometimes very specific about the 
client portfolio being sought.

* Cost of compliance services
The prices of compliance services 
are falling and will continue to fall 
as outsourcing to cheaper locations 
and intuitive IT developments reduce 
costs. One result is that the skill and 
handling requirements that have long 
determined firms’ recruitment and 
employment structures are radically 
changing. Meanwhile the costs of IT 
investment and regulatory oversight 
are rising.

Worth your saltWorth your salt
In the fi rst in a series of articles about practice management, Keith Underwood looks 
at how practices are being valued in a period of changing business models
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* Importance of services offered
Client spend is not necessarily an 
indication of value; the contribution 
generated is the key, and it may be 
the scale of a practice’s business units 
that dictates value rather than the 
individual client spend. The highest 
fee-paying clients are usually those 
that require management accounting 
services. A specialist management 
accounting business – ‘onshoring 
outsourcing’ – can be much more cost-
effective than a service customised for 
a client using legacy IT. There is a trend 
for traditional general practices to 
enter this market on the back of cloud 
accounting and compete with some 
efficient specialist service providers 
with very different business models.

* Client-facing procedures
There is more attraction and less risk of 
client loss in acquiring a practice with 
clients that have been introduced to, 
for example, regular billing, cloud-
based accounting, standard collection 
procedures and more than one contact 
point within the firm. A ‘paperless’ 
acquirer will face costs associated with 
buying a traditional hard-file practice. 

* Geography
Some locations require a discounting 
factor for valuation purposes. For 
instance, practices in market town 
locations, outside the south east 
and major urban areas, with fees of 
between £700,000 and £1.5m are not 
attracting a healthy number of buyers. 
These firms are becoming harder to 
sell and net valuation outcomes are 
more problematic. 

Exceptional value
Valuation is a function of the value that 
a third party sees in a stream of revenue 
normally measured at EBITDA (earnings 
before interest, taxes, depreciation and 
amortisation) levels. This stream has to 
be sustainably immune from the risks 
of change in legislation, competition 
and service delivery investment. The 
risk factors in the sector have risen 
significantly over the last five years, and 
this is increasingly reflected in valuations.

For a decade, the consolidators 
paid exceptional values. None of these 
consolidators has survived, and the model 
has been discredited. But there are still 
deals and prospects of exceptional value. 
In the past 12 months, exceptional values 
have been paid by four kinds of acquirer: 
purchasers outside the accounting 

sector, specialists with a focus on a client 
portfolio, specialist service providers and 
technology-driven services.

We may now be looking at valuing 
general practice firms on the basis of 
their business units if these are of any 
size or significance. Just as in the past 
an accountancy practice with a separate 
wealth management arm has been valued 
as two separate businesses, increasingly 
the following lines will be seen as business 
units warranting separate evaluation:

* management accounting services

* tax advisory services

* compliance tax 

* compliance accounts

* payroll

* concierge services. 
In this way it is possible to recognise the 
higher values attributable to these services 
as distinct from the values that could 
be ascribed to a general practice. To be 
regarded as a viable business unit, a firm 
would need to show these service lines 
are standalone, have separate marketing 
policies, dedicated management and staff, 
and a pool of clients generated outside 
the general practice portfolio. Acquirers 
will be particularly interested in profitability 
if it is linked to scale and opportunities 
to optimise the return on investment 
and resources.

The new-entry acquirers have a range 
of objectives. They will certainly have a 
growing market presence and disrupt 
service provision in the sector. They have 
money, are run as corporates and have 
clear objectives.  

Technology premium
A number of aspects of technology and 
consulting might also add value to a 
practice. Some firms have developed their 
own intranet to enhance the quality of 
client service and compete with some of 

the larger firms for advisory services. 
The intranet becomes the central 

hub for sharing processes, systems and 
best practice among team members. It 
increases the efficiency of compliance 
work, which allows for more face time  
with clients. 

Others use an online, cloud-based 
client system or dashboard that provides 
feedback on how a firm has performed 
and what services the clients might value.

Adoption of technology is becoming 
a factor in valuation. Highly valued is 
software that enables intuitive scanning, 
bank statement feeds and automated 
reconciliations, client/supplier electronic 
portal feeds and payroll applications 
enabling employees to be on-boarded 
directly into the client payroll system. 
Specialist businesses have invested in 
these tools, gaining a cost advantage and 
service enhancement in return, all of which 
should feed into enterprise valuations.

General practices tend to have lower 
capital values. Payroll, wealth management, 
corporate service businesses and 
management accounting businesses yield 
a higher value by turnover than a general 
practice. Practices are seeking to reprofile 
and maximise both profits and capital value. 
The parallel development of business units 
that do not depend for growth and scale 
on the core client portfolio are usually 
more focused, productive and profitable. 
The profitability has an added value if 
optimisation through scale is adopted.

It would be wrong to ignore the top 
10 or so larger accountancy firms. They 
have a different business model and are 
in a position to offer a range of leading-
edge services to larger quoted, unquoted 
entrepreneurial and SME clients, which 
have a high value-add in the advisory 
offering. Mid-tier and smaller firms often try 
to compete but, due to size of operations 
and their client buy-in, often fail to provide 
a rounded leading-edge service across the 
full range of offerings. Larger firms have 
a depth of skills and services that are not 
reliant on a single individual. 

During the second half of this 
decade, valuations across general practices 
are likely to become more diverse and the 
comparison with specialist businesses more 
disparate. If the risk factors prevail and 
profiling is not addressed by management, 
the valuation of practices individually and 
as a sector will trend lower. ■

Keith Underwood is managing director at 
Foulger Underwood Associates

We may now be 
looking at valuing 

general practice 
firms on the basis 

of their business 
units if these are 

of any size or 
significance
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Let the IT take the strain
By embracing what new technology can offer, accountancy firms will be better able to 
support their clients into the future, say David Truscott and John Waller

Clients’ expectations of service are 
increasing all the time in response to 
technological advances. As automation 
makes the basics of compliance more 
straightforward, the most successful 
practices will be those that build 
enduring relationships with their 
clients and move towards a more 
holistic, multidisciplinary model that 
encompasses financial planning as well 
as accounting and tax advice. 

So how can accountants use 
digital technology, as well as more 
traditional tools, to make their practice 
more efficient while building stronger 
relationships with clients? How can 
they stay ahead of both their traditional 
competitors and ‘disruptive’ online 
accounting services such as Crunch and 
My Digital Accounts? 

Personalisation
A good starting point is customer 
relationship management (CRM) software, 
which is a great way to build relationships 
with clients. By using tools such as 
Microsoft Dynamics, Salesforce and Zoho, 
you can keep a record of every interaction 
that you have with a client – whether 
that’s an email, meeting or phone call – as 
well as the issue that was discussed and 
the advice you gave them. Having this 
information recorded will be especially 
valuable if there is an occasion when the 
client’s primary adviser is unavailable and 

someone else in the practice needs to 
pick up a matter instead.

Ultimately, CRM software will only 
ever be as effective as the information 
contained within it so the higher the 
quality of the information you record, the 
more personalised the service you can 
provide. If you note the client’s hobby, or 
the name of their favourite football team, 
along with details of their financial assets, 
you will be able to build rapport and 
foster trust in future communications.

CRM offers exciting possibilities for 
the future. Software providers are now 
developing analytics engines that will 
enable the CRM to automatically predict 
the services or products a client will 
need, based on historical data. CRM will 
also increasingly integrate with social 

media, raising its potential to identify 
new opportunities based on discussions 
that your clients are having on social 
networks – as long as you are connected 
with them, of course. For example, your 
CRM could alert you to the fact that your 
client is thinking about buying a holiday 
home abroad, giving you the chance to 
offer tax advice relating to the purchase of 
property in their desired destination. 

Ahead in the cloud
We live in a world where information and 
feedback are shared instantaneously. 
Clients expect to be able to share critical 
information about their businesses or 
personal tax affairs at a click of a button, 
bringing their accountant immediately up 
to speed. 

So how can you best collaborate 
with clients? Probably the most efficient 
way is through cloud-based portals and 
software that can be integrated into 
your systems and those of your clients. 
This technology means that you and 
your client can discuss real-time data, 
even when you are not in the same room 
or even the same time zone. You can 
therefore base your advice on current 
information, rather than information from 
last month or last year, and your client 
is better placed to make a considered 
business decision. For example, when 
the higher rate of dividend tax was 
introduced in April 2016, we were able 
to advise some of our clients to make 
accelerated dividend payments where 
appropriate, based on our real-time view 
of their company profits.

Besides giving accountants the 
opportunity to provide real-time 
advice to their clients, the other 
advantage of cloud technology is 
security. Reputable cloud providers 
offer highly encrypted, password-
protected security, which greatly 
reduces the risk of client data being 
compromised. As information is backed 
up on multiple servers, the risk of losing 
information due to individual computers, 
or the entire in-house network crashing, 
is virtually eliminated. 

The higher the 
quality of the 

information you 
record, the more 

personalised 
the service you 

can provide

How to use technology to build client relationships

* Ensure you have an effective CRM system and populate it with detailed 
information. The more you know about your client’s life, as well as their 
finances, the more you will be able to offer a personalised service and 
develop a stronger bond of trust. 

* Stay up to date with technological developments that could improve 
efficiency within your practice and your clients’ businesses.

* Don’t let technology act as an obstacle to relationships instead of an enabler. 
Make sure you know how your clients want to communicate with you and 
meet up with them in person when appropriate. Organise events where clients 
can network with each other and professionals within your practice – such 
as Christmas drinks parties. In an age of ‘remote’ online accountants, the 
personal touch can be a great way to differentiate your practice.
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What’s to come?
As the digital revolution continues to 
gather pace, what trends can we expect 
to see in the near future? At the forefront 
of change are mobile and wearable 
technology, artificial intelligence and 
blockchain technology. 

You can already access CRM systems 
and the cloud through apps on your 
smartphone. Connecting with your 
clients is set to become even easier, 
however, thanks to wearable tech such 
as smartwatches. Receipt Bank recently 
launched its Practice Platform app for the 
Apple Watch, which enables accountants 
to track which clients are slow at submitting 
invoices and receipts, and whether 
they lack the appropriate supporting 
documentation for transactions. 

Furthermore, accountancy practices 
will soon be able to take advantage of 
developments in artificial intelligence 
(AI). This is where computer systems 

perform tasks that humans would 
normally do, mainly by recognising 
patterns and relationships in data. So 
instead of an accountant spending time 
matching an entry on a bank statement 
to the correct account, the software 
selects the correct general ledger 
account automatically.

AI also has major implications for 
auditing since it will be able to predict 
audit risks and disclosures, build the 
audit file and estimate the fee that an 
accountancy practice should charge for 
doing the audit.

Blockchain technology, which is 
currently being explored by the financial 
services industry, could also disrupt the 
auditing process. Effectively an automated 
digital ledger, blockchain is a trusted way 
of storing transactional data because 
the validity of the transactions must be 
confirmed by a majority of users with 
access to the database. It is also secure 

since every user of the database holds 
a copy of it on their computer and the 
data is replicated and synchronised in real 
time. So audits may take place in real time 
in the future, with auditors themselves 
spending less time checking the veracity 
of data and more time analysing it. 

Despite all the scaremongering 
about robots being about to take our 
jobs, accountants have nothing to fear 
from technology. In fact, we should 
embrace it because it will help us to 
run our practices more efficiently, give 
more advice and support to our clients, 
and become even better at what we do. 
Technology is our partner but, like any 
partnership, we need to invest in it if we 
want to see the best results. ■

David Truscott and John Waller are 
partners at PK Group, serving high-net-
worth individuals and owner-managed 
businesses
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The view from
Alka Ahuja FCCA, finance and operations director at the 
Tropical Health & Education Trust and NED at Reliance Bank

The most exciting thing for me is that 
there is no average day. My day starts 
with looking at daily cash fl ows, catching 
up with the fi nance team and dealing 
with fi nancial reporting, human resources 
and governance issues. Having recently 
joined the Tropical Health & Education 
Trust (THET), a lot of my time currently 
is spent getting up to speed with 
the existing programmes and business 
development initiatives. 

I am responsible for all of the 
support services at THET, including 
fi nance, administration, facilities, 
human resources, IT and corporate 
governance. As the Trust’s company 
secretary I also provide support 
and guidance to an amazing board 
of trustees.

I am currently facilitating the set-
up and registration of new country 
offi ces in Tanzania and Uganda. I 
also support new business initiatives; 
ensuring that overhead costs are covered 
is a challenge. Streamlining the fi nance 
and HR systems and processes to 
increase their effi ciency and meet donor 
requirements is a key priority.

I am introducing a business partnering 
approach across THET to enable 
support functions to create reports 
and processes that work for business 
managers. My aim is for managers to 
have effective reporting and fi nancial 
tools to monitor their fi nancial and non-
fi nancial KPIs.

I would encourage others to invest 
in professional qualifi cations across 
all areas of the business. Developing 
knowledge and expertise that is relevant 
to your role and the organisation will 
help fi nance professionals contribute and 
add value to the organisation in ways 
far beyond the fi nance role. I would also 
emphasise the need to ‘keep fi nance 
simple’, have a strong customer focus and 
enjoy what you do without setting limits or 
barriers for yourself.

As a banker and a professional 
accountant, my greatest 
achievement has been approval by 
the Prudential Regulation Authority 
as a non-executive director (NED) 
of Reliance Bank. Serving on the 
board, being a member of the audit 
and compliance committee and 
contributing to developing the risk 
framework and strategy at Reliance 
Bank provides a valuable opportunity 
for professional growth in an ethical 
commercial bank. 

Outside of work I enjoy walking 
around London’s parks and 
monuments. I am an avid reader of 
Indian philosophy and Mughal history. 
I recently started painting Indian miniature 
watercolours and practising yoga. ■

Serving on the 
board of Reliance 

Bank offers an 
opportunity for 

professional 
growth in 
an ethical 

commercial bank

Snapshot: NHS

Demand for professional 
accountants in the NHS has 
increased substantially in recent 
years, as trusts have been told by 
central government to achieve 
improved value for money and 
tough effi ciency savings. Roles for 
professional accountants include 
fi nancial reporting, the setting and 
managing of budgets, fi nancial 
decision-making, procurement 
management, payroll management, 
fi nancial systems oversight and 
internal auditing.

Accountants are required across 
the organisations that comprise the  
NHS: at foundation and other NHS 
trusts and by clinical commissioning 
groups (CCGs) in hospitals, health 
centres and administrative centres. 
Career progression can lead to 
appointment as head of fi nance or 
fi nance director.

Some NHS fi nancial managers 
enter the service as trainees, 
obtaining a qualifi cation while 
working for the NHS, whereas 
others have already obtained 
a professional accountancy 
qualifi cation and join at a more 
senior level.

Pay rates for all but the most 
senior NHS fi nance staff are in 
accordance with the Agenda 
for Change pay system, under 
which a chief fi nance manager 
with several years’ experience 
can look to earn more than 
£82,000. A chief fi nance offi cer 
in a CCG can expect £102,000, 
and top fi nance roles can attract 
considerably more than this.
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Support for sport
The government is pressing sporting bodies to be more financially self-sufficient. It’s time 
for the sector to get innovative in its search for funding sources and efficiencies

West Ham United FC has just finalised 
its lease of the Olympic Stadium in 
east London. The stadium cost £700m 
to build and £272m to convert for 
football, yet West Ham paid just £15m 
towards the capital costs and will pay 
£2.5m rent a year for the 99-year lease. 

We have been here before. Manchester 
City’s Etihad Stadium started life as the 
City of Manchester Stadium, built for 
the 2002 Commonwealth Games. It cost 
£112m to build and £42m to convert, 
with the club paying for about half of the 
conversion cost. 

To critics, these arrangements seem 
like cheap deals for major football clubs 
with no shortage of money – a petition 
protesting against West Ham’s lease 
attracted more than 25,000 signatures.

Local authorities are keen to promote 
local clubs like Manchester City which, 

along with Manchester United, gives the 
city an important and international brand 
image. Walk around Manchester and the 
positive impact on tourism from the many 
visiting fans quickly becomes apparent. 
But because the top clubs are also massive 
businesses, financial support for them has 
led to complaints that they are getting 
unfair state aid. The European Commission 
is investigating government support for 
top Spanish football clubs, but has rejected 
complaints about help from public finances 
for English football and Welsh rugby clubs.

Fitness first 
But support for sport runs even deeper. 
The main point of a sporting strategy is to 
encourage citizen participation and fitness 
rather than boost elite clubs. Fitness, 
social inclusiveness and the provision 
of shared green spaces are all positive 

outcomes for a good sports and leisure 
policy at a local level. At the end of last 
year, the Cabinet Office published its 
finalised strategy in Sporting future: a new 
strategy for an active nation, establishing 
a framework for how public bodies should 
be helping the development of sports.

Public policy on sport needs to move 
on from helping our athletes and other 

▲ Free kick
West Ham United contributed just £15m 
to the £272m cost of converting the 
former Olympic Stadium for the club’s use 

► Sport for all
In future, public funding for sport will 
depend on its potential to deliver social 
good rather than medals (clockwise from 
top left: taekwondo in Southampton; 
skiing in Milton Keynes; women’s lacrosse)
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sporting stars to win as many medals 
and victories as possible, explains the 
document. ‘In the future, funding decisions 
will be made on the basis of the social 
good that sport and physical activity can 
deliver,’ it adds. ‘We are redefining what 
success looks like in sport by concentrating 
on five key outcomes: physical wellbeing, 
mental wellbeing, individual development, 
social and community development, and 
economic development.’

The strategy recognises the key role of 
local government in sports development 
within communities, not least because 
it is the main source of public finance, 
spending £1.4bn a year (not including 
capital infrastructure) on the sector. The 
role of local government in promoting 
sport to improve personal wellbeing has 
become even more important since public 
health responsibilities were transferred to 
it from the NHS in 2013.

A recent Local Government 
Association (LGA) policy document 
explains: ‘Councils have seized the 
opportunity to integrate physical activity 
into public health policy as part of a shift 
from a system that treats ill health to 
one that promotes wellbeing.’ It adds: 
‘Demand for costly health and social 
care interventions could be reduced by a 
locally led approach that leads to higher 
participation rates, maximising the wider 
benefits from investing in sport.’

The LGA has responded positively to 
the government strategy. Councillor Ian 
Stephens, chairman of the LGA’s culture, 
tourism and sport board, explains: ‘This 
new strategy is a positive step forward for 
councils and their communities in helping 
to promote grassroots sport and get more 
people active, while highlighting local 
authorities’ leadership role and continued 
investment. The extension of Sport 
England’s remit to focus on children aged 
five and upwards is in line with councils’ 
new public health responsibilities for this 
age group and offers great opportunities 
for joined-up work on tackling inactivity 
and driving up participation.’

Nevertheless, the strategy places a 
much stronger emphasis on the need for 
sporting bodies to move towards financial 
self-sufficiency. ‘With continued pressure 
on public funding, it is more important 
than ever that the [public] money available 
is used as wisely as possible,’ declares 
the strategy. ‘Those organisations that are 
particularly reliant on it for their survival are 
increasingly at risk and therefore less able 
to plan and deliver over the longer term.’

Thinking creatively 
The strategy calls on sporting bodies to 
seek diverse funding sources. ‘Some parts 
of sport have traditionally been good at 
exploring and exploiting the potential 
of some alternative income streams (for 
example, sponsorship and selling media 
rights) but there are other areas (for 
example, philanthropy and fundraising, 
crowdfunding, social impact bonds or 
partnerships with the private sector) that 
have yet to be fully utilised,’ it explains.

As a result, the remits of Sport 
England and UK Sport are evolving so 
that they can help bodies become more 
commercial, expand income and be more 
effective in raising finance. Both agencies 
will also work with sporting bodies to 
improve their efficiencies – for example, 
by merging back-office functions, using 
shared services and co-locating different 
sports’ facilities and offices.

It is also intended that sporting bodies 
will take greater advantage of social 
investment, including through social 
impact bonds. Commissioning bodies, 
such as a clinical commissioning groups, 
can invest through the bonds to specify 
social outcomes that must be delivered as 

a return on the investment. The outcomes 
sought may be reductions in particular 
health conditions or a reduction in social 
problems. Some 32 social impact bonds 
have been issued over the past five years. 

The government would also like to 
see more engagement in sports by social 
enterprises, by taking advantage of social 
investment tax relief, for example.

Central and local government are both 
keen to see Premier League clubs invest 
more in local sporting infrastructures. 
‘Government,’ says the strategy, ‘has 
been discussing with the Premier League 
the level of investment in grassroots 
football it expects to see in future given 
their significant increase in income, and 
we welcome their new commitment that, 
pending the outcome of the Ofcom 
investigation into how the Premier League 
sells its broadcasting rights, they will more 
than double their investment in grassroots 
football over the coming three seasons.’

In the future it should be less a case of 
what can be done for clubs like West Ham 
and Manchester City, and more about 
what can be done for others. ■

Paul Gosling, journalist

‘Those 
organisations that 

are particularly 
reliant on public 

funding for 
their survival 

are increasingly 
at risk’
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The business of statistics
As FD of the Office 
for National Statistics, 
Paul Layland FCCA is 
leading a finance change 
programme that will make 
ONS information key to 
executive decision-making

Michael Scholar, the former chairman 
of the UK Statistics Authority, argued 
that reliable official statistics are as 
important as clean water – without 
it, society starts to fall apart. So, at a 
time when the internet is awash with 
dubious ‘facts’, the Office for National 
Statistics (ONS) is a welcome port in 
the storm – a source of comprehensive 
and reliable information.   

Our GDP and national income figures, 
population and migration statistics, 
consumer prices index and job market 
statistics all come from the ONS. It can 
tell us that people in Northern Ireland are 
happier than the rest of the UK, and that 
Amelia and Oliver are the most popular 
first names for babies born in the UK, 
although Jaxon (for a boy) and Aria (for a 
girl) showed the fastest rise in popularity 
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 VOSA’s MOT computerisation was 
rocky but ultimately successful, and this 
no doubt sowed the seeds for Layland’s 
time at the ONS. When he joined in 
2011 as deputy director of finance, the 
finance function was in a poor state; an 
external assessment found that control 
and governance needed attention and 
the function placed in the bottom quartile 
in terms of financial maturity. ‘The service 
provision to the organisation simply wasn’t 
there,’ says Layland. 

Only months after he joined, the 
director of finance left and, newly 

appointed as acting CFO, Layland set out 
his plans to the board: ‘I said we needed 
to plug the holes in the system before 
we attempted anything innovative.’ The 
finance team’s skills were strengthened, 
and governance and control systems 
improved. A three-year plan, which 
was completed in 2015, saw a major 
restructuring of the finance team. ‘I 
wanted the organisation to own and be 
responsible for financial management,’ 
he says. ‘The plan was to move away from 
the financial management/management 
accounting split and adopt a business 
partnering approach.’  

System overhaul
The next step was to address the 
department’s outdated systems. Its Oracle 
ERP system was struggling to keep up 
with the increasing demands placed on 
it. ‘We wanted to integrate workforce 
planning into the system and it just wasn’t 
capable of handling it,’ says Layland. 
Overall, the system was unloved and 
outdated. ‘We evaluated all our options 
and took the decision to move to a 
cloud-based ERP system, Oracle Cloud, 
with the help of a cloud specialist, Certus 
Solutions, in January this year.’ 

This would be the first time a complete 
Oracle Fusion suite was implemented in  
a UK government department; no 
pressure for the CFO, then. He says ‘it 
wasn’t difficult’ to persuade the board 
to make the investment: ‘The benefits of 
the system are significant, both for the 
ONS financially and our plans to support 
other departments.’

The initial target date for 
implementation of the cloud system was 
an optimistic September 2016. That has 
since been pushed back, but only by a 
couple of weeks. ‘I’m confident we’ll  
go live in October,’ he says. ‘We’ve 
allowed users access to test the new 
system already – it’s very helpful for the 
people who will be using it to get early 
sight of it – and the feedback has been 
very positive.’

As well as overseeing the 
transformation, Layland has spent the 
summer visiting various government 
departments, explaining the new cloud 
system and the benefits it can bring. ‘It 
was a risky decision for us to be the first 
government department to implement 
a cloud-based system,’ he says. ‘But 
there’s huge potential for us to help them 
wherever they decide to go.’

Making financial data more accessible 
has been a priority for Layland. New data 
analytics software (Tableau) is also being 
introduced and there is, he says, a lot of 
excitement about it. He feels this goes to 
the heart of what the ONS is all about – 
data will be accurate and timely, but most 
of all presented in a way that everyone 
can understand. ‘It’s very fast and it allows 
non-financial people to understand our 
data. The board has given us very positive 
feedback – they are able to understand 
the direction of finance and how it aligns 
against our strategic objectives. You can 
take action, make better decisions.’ 

His ultimate ambition is for finance 
to act as a true business partner at the 
ONS. The skills of the finance team are 
already being enhanced with this in 
mind, through a newly launched finance 
learning academy, which emphasises soft 
skills as well as financial acumen. ‘Soft 
skills are critical if you are going to have 
a business partnering role. We have to 
be out there and engaging with people 
across the organisation to understand 
what they need from finance. What we 
are talking about is true stakeholder 
management.’ ■

Liz Fisher, journalist

‘There is now 
alignment of the 

board’s and the 
finance function’s 

strategic direction, 
delivering 
improved 

information’

in 2015. It is also responsible for the 
census in England and Wales.

The aim of the ONS is ‘to promote 
and safeguard the production and 
publication of official statistics that serve 
the public good’. To do that, it is essential 
that the public trusts the ONS and the 
figures it publishes. As part of the non-
ministerial department called the UK 
Statistics Authority, staffed by the civil 
service, the ONS has been independent 
of government since the Statistics and 
Registration Service Act of 2007.

In 2014 the UK Statistics Authority, 
the ONS and the Government Statistical 
Service jointly published a five-year 
strategic plan called Better Statistics, 
Better Decisions. Good-quality, reliable 
statistics, it stressed, were for the benefit 
of the country as a whole, providing 
valuable data and evidence for analysts, 
researchers, public and voluntary bodies 
to use, and allowing the public to hold 
to account all organisations that spend 
public money.

The strategy sets out the plan to 
bring statistical services in the UK into 
the digital age. As the latest ONS annual 
report explains, this means that, by 2020, 
more data will be in real-time, services 
will be digital by default, and ‘the quality 
of our advice and insight will ensure our 
statistics are more relevant than ever and 
earn us a seat at the table when important 
decisions are made’. 

For Paul Layland FCCA, director of 
finance at the ONS, this was a critical 
message. ‘I felt that finance should have 
exactly the same approach,’ he says.

Facts in the cloud
As a result, the ONS finance function is 
transforming the way financial information 
is gathered, analysed and used. At the 
end of October, the organisation goes 
live with the first cloud-based enterprise 
resource planning (ERP) system in a UK 
government department. There will be 
no dry run with the old and new systems 
running in parallel – just D-Day, when the 
system goes live and, with luck, everyone 
breathes again.

For a man with such a deadline, 
Layland is remarkably calm. His time 
with the Vehicle and Operator Services 
Agency (VOSA) prepared him for what 
was ahead. When he joined VOSA in 2002 
it was nearing the end of a 10-year, £240m 
project to computerise MOT testing. The 
plan was to go live with the system in 
2002, but it eventually launched in 2005.
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Yin-yang IT
The latest in our ‘all you need to know but were too afraid to ask’ series, we look 
at the how and why of the bimodal IT department

It may sound a bit like a new 
sportswear fabric but bimodal is an 
increasingly infl uential strategy for 
running an IT department. Bimodal IT, 
a phrase created a few years ago by 
research company Gartner, describes 
an IT function that offers two very 
different types of service. 

One type of service, ‘mode one’, 
delivers stable and reliable technology. It 
is the kind of ‘keeping the lights on’ IT – 
such as server operations and back-offi ce 
HR, sales and fi nance software – that is 
vital for day-to-day business operations. 

The other type of IT service, ‘mode 
two’, is more experimental. It often 
focuses on speed, innovation and 
fl exibility. IT staff working on such services 
may be asked to fi nd a solution to a 
problem or to develop technology that 
can provide a competitive advantage. 

They could be working on big data 
(analysing customer data and market 
trends to develop a new product or 
service), analytics or even blockchain − a 
technology that underpins the virtual 
currency bitcoin (see our Basics article in 
the April 2016 issue of AB). This second 

team takes more risks than traditional IT 
departments. They’re trying to emulate 
the fl exibility and creativity of startups. 
The two teams work separately. 

‘The IT organisation can’t turn 
into a digital startup overnight and, 
besides, there’s a raft of business-critical 
responsibilities that it simply can’t (and 
absolutely should not) divest,’ Peter 
Sondergaard, a Gartner analyst, wrote in 
Forbes magazine in July last year. ‘The 
answer is bimodal IT.’

IT staff who are good at multitasking 
are best suited to mode-one work. Others 

72 Basics | Bimodal IT

Accounting and Business 10/2016

UK_B_ModalIT.indd   72 13/09/2016   09:31



Gear change: Ford case study

Ford has recently changed the structure of its IT function. It now has one set 
of teams working on technology experiments such as ‘robotics telepresence 
systems’ and ride-hailing software, and another set maintaining IT operations.

Marcy Klevorn, the car maker’s chief information offi cer, told CIO.com that the 
company is attempting to reduce bureaucracy and make its IT service delivery 
more effi cient. ‘We’re a setting up a bimodal IT process and adding a group that 
is working on more emerging areas,’ she told CIO.com in December last year. 
‘We’re going to try some things and learn.’

One of the new technologies Ford is using is iRobot’s Ava 500, a robot with a 
tablet computer for a head. The tablet is equipped with Cisco video conferencing 
software that allows the robot to attend offi ce meetings as a proxy for home or 
mobile workers, who could, for example, remotely deliver a presentation via an 
Ava 500 located in a conference room with other workers .

To encourage IT staff to collaborate more, Ford software developers are 
also writing applications side-by-side on the same screen. ‘You get two minds 
thinking about a problem. It gets away from the hero mentality and more into the 
collaborative aspects of developing software,’ Klevorn said.

who prefer to focus on a single task and 
like working to tight deadlines are better 
suited to mode two, or so the theory goes.

Mode-one IT runs traditional IT 
services, emphasising safety and accuracy. 
‘Thus, one organisation can operate at 
two speeds,’ Sondergaard wrote. ‘The 
business coordinates, communicates and 
leverages shared knowledge. More so, it 
focuses on one shared, not competing, 
goal: to improve performance.’

So how do you know whether a project 
is mode one or mode two? One easy 
test, according to Gartner, is whether the 
technology is for systems of record and 
therefore vital to business operations – 
systems such as fi nance software or email. 

If it is, it’s probably mode one. If, 
however, the technology is innovative 
and something that rivals don’t have, it’s 
probably mode two.

For mode-two projects, Gartner 
advises organisations to identify a specifi c 
business outcome, such as improving 
lead conversion by x% based on better 
segmentation of marketing campaigns. 
This outcome should be agreed while the 
business case is being constructed – in 
other words, before the project starts.

An outcome focus may also help 
FDs with the perennial challenge of 
measuring the value of IT and strengthen 
collaboration between both departments.

By 2017 Gartner reckons that 75% 
of IT departments will have a bimodal 
capability. The Hong Kong public 
transport system is one example. One 
part of its IT department keeps the trains 
running, while the other part handles 

interactions with passengers in trickier 
moments, such as how to be safe in a 
weather emergency.

So should companies be re-organising 
their stuffy old IT departments as Gartner 
advises? Not necessarily. 

The bimodal IT theory has been 
criticised, among others by Forrester, 
another research company (and Gartner 
rival). Critics says that bimodal IT may 
cause confusion, probably won’t promote 
innovation and will do little to help IT 
departments be more responsive to the 
needs of the business.

Forrester analyst John McCarthy told 
Information Week in May this year that 
the problem was basic physics. ‘What 
happens when you bring together 
two things spinning at different rates? 
Friction. That brings heat, and that 
brings fi re. That’s the tension we were 
talking about.’ 

He added that bimodal IT gives 
executives the misleading message that 
back-offi ce IT systems can be left as they 
are. ‘It keeps signifi cant portions of the 
IT infrastructure insulated from business 
units and customers.’

Another potential problem of bimodal 
IT, according to critics, is that it may create 
a disjointed service. ‘If you split an IT 
department it’s harder to have a coherent 
IT strategy,’ says Rob Bamforth, principal 
analyst for business communications at 
IT research company Quocirca. ‘If you 
divide IT into two different IT teams, they 
could become silos. There are enough 
challenges in IT. The last thing you want to 
foster in IT is the idea that those people 

over there keep the lights on but we do all 
this interesting stuff.’

Bimodal and the finance function
But could bimodal be useful for fi nance 
directors? Could it, for example, help 
them measure the value of IT and allocate 
IT budgets? Possibly, if they ringfence 
some IT spending for more experimental 
stuff. But taking a pure cost-justifi cation 
approach to IT can be problematic, 
especially for experimental technology, 
which can take years to pay off. ‘Financial 
benefi ts can be very hard to measure,’ 
Bamforth warns.

Forrester recommends that 
organisations use a ‘business technology’ 
strategy to accelerate innovation and 
simplifi cation. Another option is to use 
net promoter scoring – a business metric 
designed to estimate customer loyalty to 
a company’s brand. 

A further approach is to test bimodal 
IT – or a variation of it – on small IT 
projects. If it works, it could then be 
tried out on bigger projects. Companies 
have been doing this since the 1970s, 
particularly in the aerospace industry. 
Companies set up research laboratories 
and ‘skunkworks’ teams (small, loosely 
structured groups of people who research 
and develop a project primarily for the 
sake of radical innovation) to let staff focus 
on technologies and offerings intended 
to grow the business. But, Bamforth adds, 
while you can run separate projects, at 
some point you have to bring them back 
within the department.

IT directors and FDs probably don’t 
much care what a theory is called as 
long as it works. At least now they have 
more choice as to how they run their 
departments and plan investment. ■ 

Nick Huber, journalist

‘The IT 
organisation can’t 
turn into a digital 
startup overnight. 

The answer is 
bimodal IT’
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CV

2013 
Director, financial reporting and 
operations

2011
Director (financial management), 
savings

2008
Head of savings (reporting centre)

2006
Head of group performance reporting

2001
Head of group finance operations

2000
Group financial planning manager

1997
Senior audit and risk manager

1995
Project manager (services finance)

1995
Qualifies with ACCA

1980
Joins Legal & General

Plus ça change…
In a life-long career with insurance group Legal & General, Roger Young FCCA, director 
of financial reporting and operations, has seen his fair share of change

Even when some things 
remain constant, it’s not hard 
to find ceaseless change. 
And when there is ceaseless 
change, it’s important to find 
the things that are constant.

It’s a lesson that can be 
perhaps be gleaned from 
the career of Roger Young, 
director of financial reporting 
and operations at Legal 
& General Group (L&G). 
Young has been with the life 
assurance, general insurance, 
pensions and investments 
group for 35 years, almost 
all of that time in L&G’s 
Kingswood site in leafy Surrey.

But, he says, that doesn’t 
mean he hasn’t experienced – 
and sought out – change and 
new challenges. ‘Companies 
don’t stand still,’ he says. ‘If you 
look at the FTSE 100 now, it’s 
not the FTSE 100 that was there 
10 or 20 years ago. Companies 
evolve. Cultures change, 
the boards and executive 
managements change and 
they bring different ideas 
and different ways of doing 
things. The company I joined 
in 1980 bears absolutely no 
resemblance to the company it 
is now – as you would expect.’

More to the point, Young 

has taken on a succession of 
new opportunities over the 
years. In fact, he started off 
in an actuarial department 
and didn’t switch to the 
accountancy path until several 
years into his career at L&G, 
qualifying with ACCA in 1995. 

‘The new generation want 
to be more mobile, to move 
around. I managed to do that 
within the organisation,’ Young 
says. ‘If I look back on my last 
few roles, my average tenure 
in a job has been two-and-a-
half, three years. So I’ve not 
been doing the same thing 
all that time. And being on 
that journey you get a sort of 
loyalty and a real commitment 
to the organisation.’

One of Young’s most 
significant new challenges in 
recent years was to establish 
a finance shared service 
centre for Legal & General 
Assurance Society (the main 
operating business) and for 
the group. Today he heads a 
team of around 280 people, 
based mostly in Cardiff and 
Kingswood, with a small, 
growing team in Hove in 
West Sussex. The functions 
include payroll, expenses 
and accounts payable, some 

cash management 
functions, 
and agent 
remuneration, 
as well actuarial 
reporting, financial 
accounting and 
Solvency II-related 
risk modelling 
and reporting.

The shared 
services model 
wasn’t just a new 
one for Young, 
but for L&G itself. 
Everyone was 

outside their comfort zone, 
but that’s no bad thing, Young 
believes. ‘You want a career 
with new challenges. You 
want to do something new,’ 
he says. ‘So a role where you 
can set up something from 
scratch and learn new things is 
really attractive.’

But of course he didn’t have 
the luxury of a blank piece 
of paper: ‘You have all these 
functions that you’re bringing 
together and then you have to 
work through how you can do 
things differently, what things 
can you stop doing, what things 
can you merge together.’

‘A role where 
you can set up 

something from 
scratch and learn 

new things is 
really attractive’

The trick is to get the 
dominoes to fall in the right 
order. Young worked out, for 
example, that by merging a 
Birmingham team dealing 
with general insurance agent 
remuneration with a separate 
agent remuneration team 
in Cardiff – along with some 
Lean Six Sigma processes – 
L&G could create a centre of 
expertise in the Welsh capital. 
The Birmingham team would 
then have the bandwidth to 
take on extra finance and 
credit-control duties. 

‘Asking more of people and 
just expecting them to work 
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harder is just unrealistic. You 
have to give them the tools 
to take on more,’ Young says. 
‘It’s about planning and trying 
to fit all those things together 
and work out how you can best 
optimise your use of resources.’

Amidst all the change, 
it’s important to keep all the 
stakeholders and internal 
customers on board and to 
reassure them that service 
levels will remain constant 
– and ultimately improve. 
‘Business operations cannot 
stand still and wait for you to 
catch up,’ he says. ‘You need 
to manage those relationships 
and continue to get the buy-
in. Part of that is doing the 
job well. And part of that is 
demonstrating that the plans 
we have in place are going to 
make a difference.’

Having built the shared 
service centre, Young now has 
the task of moving operations 
out of the Kingswood site, 
which is closing in 2018 having 
been one of L&G’s most 
important locations since 
the 1950s. As for the people 
affected by the redeployment 

that’s with L&G or elsewhere,’ 
Young says. That means the 
more obvious things such as 
helping people with interview 
skills and building their CVs. 
However, there’s more 
to it than that: ‘It’s about 
giving people some tools 
for managing change, and 
personal resilience training,’ 
he says. ‘There is a lot of 
change going on. Moving 
200 roles in my team out 
of Kingswood is quite a 
complex operation. You 

to Cardiff and Hove, Young 
is absolutely committed, as 
is L&G, to ensuring that they 
remain supported through this 
period of significant change. 

‘You work really hard 
in engagement and 
communication, meaningfully 
talking to people and giving 
them the opportunity to ask 
you questions and find out 
what’s going on,’ he says. ‘You 
can’t make this sort of thing 
work in an information vacuum. 
It just creates uncertainty and 
resentment in your employees. 
But if you talk them through it, 
they aren’t necessarily going 
to be happy about it but they 
will start to understand some 
of the commercial rationales 
and some of the plans and 
outcomes.’

Adapting to change
Far from abandoning things 
such as career development, 
it becomes even more 
important. ‘We need to make 
sure that people are equipped 
to do different roles and are 
much more flexible, more 
agile in their career, whether 

need the support of your 
people to achieve that.’

Young himself will be 
splitting his time between 
Cardiff, Hove and head office 
in London – he’s been doing 
so for some time anyway. ‘We 
refer to it as agile working. 
I’m pretty agile now. That will 
continue. I just won’t be going 
into Kingswood any more. 
Things never remain constant.’ 
No change there, then. ■ 

Andrew Sawers, journalist

Tips

* ‘People make things work. It’s not 
systems, it’s not your flowchart, it’s 
not bits of paper, it’s not pressing 
buttons. It’s people who make 
things work and so you have to 
engage and get your people to 
buy into what you’re doing and 
take them with you.’

* ‘Don’t be afraid to do new things and take on 
challenges that you might not know how to deal 
with. I say to my people, if you’re moving into a new 
role and you’re not nervous about it in some way, it’s 
probably not the right role for you. You learn when 
you’re put outside of your comfort zone.’
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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

England

Celebrating 
membership 2016 
During the autumn we are 
recognising the success of 
those who have achieved 
membership as well as 
those who have gained 
full FCCA status during 
the past 12 months.

Join us at one of three 
events across the UK for a 
night to remember as we 
celebrate these landmark 
moments in your career:

* 13 October, Banking Hall, 
London

* 20 October, Hilton Hotel, 
Cardiff

* 27 October, Grand Central 
Hotel, Glasgow.

To book for Cardiff or 
Glasgow search ‘celebrating 
membership’ at accaglobal.
com and book online. 
For London call 020 7059 
5570 or email cminfo@
accaglobal.com

Local government 
summit 2016
17 October, London, £199
Our one-day summit brings 
together experienced local 
government accountants, civil 
servants and politicians to 
discuss how to steer a path 
through these turbulent times. 
Speakers include:  

* Simon Eden, on how 
he brought together 
15 local authorities, 
two local enterprise 
partnerships and two 
national parks to introduce 
devolution on the south 
coast of England

* Faith Boardman, on how to 
confront tough challenges 
and how she delivered 
positive results across local 

and central government 
and the wider third sector

* Paul Tuck, who will lead 
a workshop on outcomes 
and value creation, starting 
from the end result and 
working backwards

* Steve Reed MP – who has 
campaigned on many local 
and national issues – on 

effecting change and the 
vision he had prior to 
standing down as shadow 
minister for communities 
and local government.

A panel Q&A session will give 
you a chance to ask questions 
of the speakers, while the 
formal part of the summit will 
conclude with a facilitated 

discussion sharing the key 
points and helping inform your 
own personal action plan.

Northern counties 
business lunch
14 October, Newcastle, £25
Join other professionals for 
our annual business lunch 
and enjoy a presentation from 

Masterclasses 
with David 
Parmenter

Renowned speaker 
(and AB columnist) 
David Parmenter 
will address the 
key issues that 
can help your 
business make a 
step change in how 
it prepares for two 
critically important 
areas: month-end 
reporting and 
getting KPIs to work.

Rapid month-
end reporting 
11 October 
London, £540
This is the fi rst step 
a fi nance team 
needs to take on the 
journey to becoming 
a lean accounting 
function. Month-end 
reporting by day one 
is being achieved 
by some leading 
organisations 
around the world. 

How to get your 
KPIs to work
21 October
London, £540
This masterclass looks 

at the latest thinking on 
key performance indicators 
(KPIs). Attendees will be 
offered insights and a 
practical, step-by-step 

methodology that will 
help you rediscover your 
critical success factors 
and the winning KPIs that 
underpin them. 
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a guest speaker together 
with a pre-lunch drink and 
two-course lunch.

Moving into 
management
15 October, London, £40
A morning workshop for 
professional women in their 
early careers and of all ages 
to be coached in the skills and 
mindset necessary for future 
leadership and management, 
followed by lunch.

How to implement 
value pricing
15 November, Sheffi eld, free
Mark Wickersham shows 
how to price your accounting 
solutions, including guidance 
on creating a range of 
options and adding value to 
your services. Wickersham 
talks about the exact words 
you can use to convince 
business owners that what 
you do offers signifi cant value 
for money.

NHS 2015 spending 
review – one year on
17 November, London, free
The King’s Fund’s Richard 
Murray looks at progress 
in restoring NHS fi nances 
over 2016 and the future 
outlook, not least in the light 
of Brexit and its potential 
implications for NHS fi nance 
and performance. The 2015 
spending review provided a 
degree of fi nancial protection 
to the NHS, but it’s now clear 
that 2015-16 saw a further 
decline in NHS fi nances, and 
the apparent generosity of 
the settlement is looking 
increasingly inadequate.

Wales

Webinar: Finance Wales 
4 October, 12.30-13.30
Rhian Elston, investment 
director for Finance Wales, 
looks at details of the new 
£136m Wales Business Fund 
managed by Finance Wales. 

The fund supports SME 
businesses in Wales with loan 
or equity investments between 
£50,000 and £2m. The fund 
can support a wide range of 
businesses including start-
ups, technology and growth 
businesses. The presentation 
will also provide wider 
information on Finance Wales 
and the range of funds that 
it has available to support 
Welsh businesses. 

Professional courses 

ACCA charity finance 
conference 2016
12 October, Solihull, £260
ACCA’s annual charity fi nance 
conference provides an 
opportunity to keep up to 
date with the latest 
developments and best 
practice within the sector. 

Sessions include ethics and 
good governance, fi nancial 
reporting update, VAT in the 
last 12 months, charity tax 
and gift aid, and essential 
employment law. Nigel 
Davies will also chair a panel 
discussion, giving attendees 
the opportunity to ask 
questions on anything to do 
with charities and fi nance.

Autumn update for 
accountants
27-29 October, Manchester, 
£1,635
ACCA’s autumn update 
for accountants provides a 
relaxed environment in which 
to update your skills and 
benefi t from the experience 
of your peers and our expert 
speakers. Attendees can 
choose from 11 out of the 
29 sessions. ■

For more information:

Find details of these events at members.accglobal.com
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In your corner
As various government departments begin to formulate plans for leaving the EU, ACCA 
is engaging with politicians while monitoring the potential impact on members 

ACCA is developing a two-
pronged strategy to Brexit 
following the UK vote to 
leave the European Union. 

At a macro level, it is 
building on its already 
close contacts with 
the UK government to 
ensure members’ views 
are represented as the 
government negotiates its 
departure from the EU, while 
ensuring that government 
departments do not lose sight 
of how the vote will impact on 
the national economy.

At a micro level, ACCA is 
all too aware of the need to 
support its members through a 
period of uncertainty. Finance 
professionals will play a critical 
role in supporting businesses 
through the changes. They 
will also be key in helping 
businesses optimise risk and 
identify opportunities, such as 
new exporting opportunities 
created by the weaker pound.

A recent survey has 
revealed that ACCA members 
want the prime minister to act 
fast to remove uncertainty by 
beginning negotiations for 
the UK’s departure. However, 
Article 50, the process of 
leaving the EU, will not be 
activated any time soon, as the 
UK government weighs up its 
options.

‘I expect to see a flurry of 
consultation papers later in 
the year as the government 
attempts to gauge business 
views on the impact of 
different approaches to 
Brexit, and we are working 
to ensure that we have a 
seat at the table when those 
conversations start,’ says 
Anthony Walters, head of 
policy at ACCA. ‘We will 
then use the weight of our 

80,000 UK members to act 
as a barometer on those 
consultations.’

As well as meeting with  
the newly formed Department 
for Business, Energy and 
Industrial Strategy, the 
Department for International 
Trade and HMRC to highlight 
potential implications of 
Brexit, ACCA is also consulting 
with the Department for 
Education (DfE). 

The ACCA Qualification 
is widely recognised as 
a passport that allows 
individuals to take their skills 

across national boundaries. 
‘Some firms can struggle to 
recruit the talent they need, so 
they quite often look beyond 
UK borders,’ say Walters. ‘We 
have flagged this with the DfE;  
for a long time businesses 
have been saying there is a 
skills gap, and Brexit has only 
exacerbated these concerns.’

Walters also observes that 
multinational companies could 
be tempted to set up business 
elsewhere in Europe if it meant 
that they could tap into a 
wider pool of suitably qualified 
employees rather than having 
to deal with an added layer of 

bureaucracy and 
work visas.

Passporting for 
financial services 
is an area of 
particular concern 
for ACCA; as it 
stands, financial 
services companies 

based in the UK are free 
to carry on business across 
the EU under one system of 
regulation. Leaving the EU 
would therefore threaten 
not just the City of London, 
but many other major UK 
cities where financial services 
are an important part of the 
economy. ‘If we lose the 
benefits of passporting, there 
is a risk that international 
firms will relocate to other 
cities, such as Paris, Dublin 

ACCA is all too 
aware of the need 

to support its  
members through 

a period that could 
prove stressful  

or Frankfurt,’ says Walters. 
‘Financial services are a huge 
contributor to GDP. We need 
to ensure the government’s 
new industrial strategy sets out 
a clear vision for the sector in 
the post-Brexit economy.’

In the meantime, prepare 
for a bumpy ride, says 
Walters. ‘While initial fears 
of a post-Bexit recession 
have subsided, it is still early 
days. The government will 
be seeking the expertise of 
professional accountants as 
it starts to negotiate Brexit 
terms. ACCA will ensure the 
view of members are heard by 
government as it begins on 
the long journey of leaving the 
EU.’ ■

Phil Smith, journalist

▲ ‘Brexit means Brexit’
Prime Minister Theresa May kicks off Brexit plans

For more information:

For Brexit-related resources, see bit.ly/ACCA-Brexit
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In the public interest
ACCA’s 80-plus global partnerships help build the profession 
and improve financial capability around the world

A vital part of developing 
a global accountancy 
profession is to protect the 
public interest, says ACCA in 
its recent report Developing 
the profession.

ACCA’s network with 
governments, donor agencies 
and other professional bodies, 
helps to enhance trade, 
grow the investment climate, 
promote ethical practices, 
support the development 
and implementation of 
global accounting standards 
and, above all, protect the 
public interest.

Stephen Heathcote, ACCA’s 
executive director, markets, 
explains: ‘ACCA works in 
collaboration with its partners 
to develop a profession that is 
sustainable, delivers concrete 
value for national economies, 
and which complies with 
international standards 
and ethical practices.

‘It’s through these global 
partnerships that ACCA can 
support the development 
of a robust and sustainable 
accountancy profession 
and help ensure there 
is a strong pipeline of 
professionally qualified and 
work-ready accountants.’

ACCA has more than 30 
years’ experience of working 
on donor-funded development 
projects and on self-funded 
initiatives. These include 
strengthening the national 
Professional Accountancy 
Organization of Rwanda, and 
an initiative supported by the 

Inside ACCA

81 Brexit
ACCA is engaging  
with government 

78 Events
ACCA’s programme 
of talks, lectures and 
workshops

26 President
Help nurture the next 
generation by acting  
as an advocate

British Embassy in Jakarta 
through the South East Asia 
Prosperity Fund programme 
to build the capacity of 
government auditors and 
finance officers in Indonesia to 
implement International Public 
Sector Accounting Standards.

ACCA has also worked 
with the UN Conference on 
Trade and Development 
(UNCTAD) on a number of 
projects including integrating 

environmental, social and 
governance reporting into 
companies, and promoting 
accounting for SMEs.

It has also collaborated 
with national bodies and 
governments in Albania, 
Mauritius, Singapore, UAE and 
Vietnam on a broad range of 
capacity-building projects.

Heathcote concludes: 
‘Capacity-building work 
cannot be done in isolation and 
it’s through our 80-plus global 
relationships that we deliver 
benefits from joint certification 
to capacity development 
tuition support, and many 
other areas of cooperation 
and development.’ ■

About the AGM

A summary of the decisions taken at ACCA’s AGM on 
15 September will be published in the next edition of AB.

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 accaglobal.com/
memberbenefits

For more information:

See the report Developing the profession at  
bit.ly/acca-dev-the-prof 

Find out more about ACCA’s capacity-building work in its 
integrated report at annualreport.accaglobal.com
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