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Editor’s choice
With the opening rounds of the Wimbledon tennis championships just weeks away, we
go court-side with tournament finance chief Richard Atkinson, who tells us why bigger
prizes are on offer – and the inside story of retracting roofs. See page 14

OPEN GAME
It’s not just tennis stars who face intense scrutiny from all manner of
critics over numerous aspects of their performance. Big businesses –
whether listed corporates or Big Four accountancy firms – are finding
themselves under unprecedented pressure to draw back their cloaks
of privacy and tell the outside world more about how they operate
and make decisions.
To borrow from Aesop’s fables, attempts are being made to do
this both by force and persuasion. The House of Commons Public
Accounts Committee, under its chairman Margaret Hodge MP, is
currently playing the role of the North Wind, blasting both companies
and their advisers at the big firms over various aspects of their tax
affairs (see page 28).
Those in the firing line might with some justification protest that
their positions are being misrepresented and over-simplified, and
that they are being made scapegoats for a complex UK and global tax
system. But they should beware of responding with too much moral
outrage. Some 38% of the FTSE 100’s 22,000 subsidiaries around
the world are based in tax havens, according to an ActionAid survey
featured on page 8. While the PAC could perhaps fine-tune its blast, it
is hard to argue that it is entirely misdirected.
Sunnier persuasion is coming from the International Integrated
Reporting Council, with its new integrated reporting framework (see
last month page 18 and this month page 82) painting a vision of
a world where wider, better corporate reporting benefits company
and investor alike. Then there is the new move by Brussels to oblige
companies to report on environmental and social matters (page 22).
And if external forces cannot succeed in opening up what companies
might want to keep hidden, then it has to come from the inside. We also
report in this issue on moves to make whistleblowing easier (page 18).
Whatever the driver, it seems there can be only one response –
greater openness.

Chris Quick, chris.quick@accaglobal.com

CAVEAT EMPTOR
An acquisition
that seems so
right can soon
go very wrong
indeed even when
the due diligence
is done, as our
sorry fable makes
only too clear
Page 36

WHAT AM I BID?
With pressure
mounting on the
government to
boost its coffers
by disposing of
Royal Mail and
other assets, is
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Page 48
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News in pictures

01

New Hollywood
blockbuster Iron
Man 3, starring Robert
Downey Jr, features
an accountant in a
desperate situation

02

Bermuda is
among the
British overseas
territories to sign
agreements on sharing
tax information with a
number of European
countries. See page 10

03

Sir Alex Ferguson
is retiring after
26 years managing
Manchester United
Football Club. The
English club was the first
sports team in the world
to be valued at US$3bn

7

04

For the first
time, the BBC is
considering accessing
bond markets for up to
several hundred million
pounds in order to
finance commercial arm
BBC Worldwide

05

Apple has raised
US$17bn in
the biggest corporate
bond sale ever. The
move will help the
company avoid the
tax costs of bringing
its overseas cash
back to the US,
say commentators

06

Williams Grand
Prix Holdings,
the company behind
British-based Formula
One team Williams –
pictured at the Chinese
Grand Prix – suffered
a £5m pre-tax loss
in 2012, due to an
accounting change

07

Queen Elizabeth
II and her
husband Prince Philip
met the president
of the United Arab
Emirates, Sheikh
Khalifa bin Zayed al
Nahyan, at Windsor
Castle during his state
visit to the UK in April
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News in graphics

HOOKED ON TAX HAVENS

According to research by charity
ActionAid, tax haven structures are
near-universal among the UK’s biggest
listed companies. Every one of the 78
FTSE 100 corporates with operations
in developing countries is a prolific
user of tax havens, and the charity
says that fragile public revenues in
those countries are being undermined
by corporate profit shifting.

38% of

the 22,000 overseas
subsidiaries owned by FTSE 100
companies are based in tax havens

58% of

the 1,780 overseas
companies owned by FTSE 100 banks
are based in tax havens

87%

Most SME
FDs rate a
practice’s
ability to
challenge
them as the
key factor
in their
selection,
according
to a survey
by SKS
Business
Services.

53%

Month
in figures

SME FDs
who would
pay higher
fees for
better
quality,
according
to SKS.

10

FTSE 100 companies
with HQ in a tax haven

98

FTSE 100 companies with
subsidiaries in tax havens

2

FTSE 100s with no
subsidiaries in tax havens

FISHING FOR TALENT GETS EVER HARDER

Some 83% of financial services executives globally are either very or somewhat concerned about their
ability to hang on to top performers (see bottom graphic), according to the latest Robert Half Global
Hiring Report. Outside Asia Pacific, Germany and Canada are among the most anxious, with 87% and
84% net concern scores respectively. Those with finance and accounting expertise are most in demand.

DIFFICULTY OF LANDING SKILLED FINANCIAL SERVICES STAFF
KEY:

Somewhat
challenging

56%

54%
30%

33%

All countries

62%
29%
US

Very
challenging
UK

WORRIED ABOUT LOSING TOP PERFORMERS

KEY:
Somewhat
concerned

31% All countries 52%

48% US 29%

24% UK 59%

Very
concerned
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DIGITAL CONVERSATIONS AND THE C-SUITE

PwC’s 5th Annual Digital IQ Survey shows that strong executive leadership and collaboration are crucial to building
lasting value from information technology. The results show that those companies with strong relationships between
the CIO and other C-suite members are four times as likely as those with less collaborative teams to be top performers
(respondents who said they are in the top quartile of margin growth, revenue growth and innovation).

WHAT IS DIGITAL IQ?

KEY:

Digital IQ is a measure
of how well companies
understand the value of
technology and weave it
into the fabric of their
organisation.

Yes
No
Don’t know

COLLABORATORS

Strong collaborators
think differently and
act differently and were
often found to achieve
stronger results than
other respondents in
the survey.

17% 16% 30%
Public cloud
infrastructure

24% 21% 37%
Public cloud
applications

39% 32% 45% 54% 47% 56% 35% 25% 31%
Private
Mobile
Mobile
cloud
technologies
technologies
applications for employees for customers

46%
37%

39%
30%

Others
61%
51%

46%
37%

Strong collaborators

36%
24%

37% 29% 31%
Social media
for external
comms

18%

32% 26% 33%
Social media
for internal
comms

Asia Pacific

32%

Europe

43%
32%

Americas

59% 26% 16%
Other

A strong collaborator’s roadmap links business and IT efforts. The study asked if a single,
multi-year roadmap for the overall business strategy existed in the firms surveyed?

32%
30%

KEY:

75% 19% 5%
Strong collaborators

37% 36% 43%
Data mining
and analysis

Strong collaborators are more likely to be investing in emerging technologies in areas like mobile, social, cloud and
big data. Which of these technologies are you currently investing in?

KEY:

Americas
Europe
Asia Pacific
More than 1,100 senior executives were surveyed in the PwC study. 48% are based in the Americas, 30% in Europe,
and 22% in Asia Pacific. Visit http://tinyurl.com/aw7pqpu for the full survey.
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News round-up

TERRITORIES TO SHARE INFO

All British Overseas Territories acting
as offshore financial centres have
now signed an information disclosure
agreement with the UK government.
The British Virgin Islands, Anguilla,
Bermuda, Montserrat and the Turks
and Caicos Islands have followed the
Cayman Islands in reaching agreement
with the UK Treasury. Gibraltar has
also signed the agreement, but already
complies with the measures. Under
the new concord, the jurisdictions
will automatically exchange account
information with the UK, France,
Germany, Italy and Spain. The
arrangements will cover accounts held
by individuals, companies and trusts.
The Isle of Man and Guernsey are
expected to join the arrangement.

FRC TO INVESTIGATE KPMG

The Financial Reporting Council is
to conduct two investigations into
KPMG. One relates to its audits of
motor group Pendragon for the 2010
and 2011 years. The investigation
will consider whether the firm was
independent in conducting the audit,
given that a former partner is now
the company’s chairman. A second
investigation relates to an allegation
that a KPMG audit partner held
shares in an audit client and disposed

WORLDSPREADS SUES EY

Ernst & Young is being sued over its
audits of Worldspreads, which is being
administered by two KPMG partners.
Jane Moriarty, special administrator of
Worldspreads and restructuring partner
at KPMG, said: ‘The appointment of
administrators followed the discovery of
accounting irregularities.... We have been
reviewing the reasons for the company’s
failure..... Following our initial review
of this data and consultation with legal
counsel, we have decided to take action
against the firm’s auditors to protect
the position for clients and creditors.’
Ernst &Young responded: ‘We do not
accept that we are liable for any losses
suffered by Worldspreads or any related
party and we will vigorously defend any
proceedings.’

of them in a non-timely manner.
KPMG said it remained of the view
that it was independent in its audit
of Pendragon, but that it was ‘very
disappointed’ that a partner failed
to dispose of shares on a timely
basis and that the firm failed to deal
‘appropriately with that failure’.

NON-FINANCIAL REPORTING BOOST
The European Commission intends
to amend two accounting directives
to assist with greater non-financial
disclosure by companies. The
measures would affect about 18,000
businesses in the EU and improve
reporting transparency on social
and environmental issues. The move
was welcomed by the International
Integrated Reporting Council, whose
chief executive, Paul Druckman,
said: ‘We believe the Commission’s
proposals are an intelligent and logical
milestone on the continuing journey
towards integrated reporting as part
of the evolution in corporate reporting
globally.’ See feature, page 22.

SEVEN IN 10 LOOK BEYOND UK

Seven out of 10 accountants based in
the UK would work abroad, according to
a Marks Sattin survey. The most popular
destination is the US, where 42% of
accountants would work, followed by

Australia, continental Europe, Canada
and Singapore. For 61% of those willing
to move, the most common reason is
to seek improved quality of life. Dave
Way, managing director of Marks
Sattin, said: ‘Despite the lucrative offers
available for accountants overseas,
money is way down the list of their top
priorities for an international move.’
Many young accountants want to work
abroad for life experience, having
missed out on a gap year.

A MILLION RTI USERS

More than a million employers are
using RTI to supply PAYE information.
Ruth Owen, HMRC’s director general
for personal tax, said: ‘This is at the
top end of our expectations. However,
we’re not complacent and are carefully
monitoring submissions, but so far
things are going well. We have had
lots of feedback from many employers
saying that RTI is easy to use. We know
it will take time before all employers
adapt to RTI, but any who haven’t
started reporting in real time should do
so quickly.’

STANDARD FOR UTILITIES

The International Accounting
Standards Board (IASB) has proposed
an exposure draft for industries, such
as transport and utilities, that are
subject to rate regulation. Regulators’
decisions can have substantial impacts
on entities revenues and on the timing
of payments. Existing International
Financial Reporting Standards (IFRS)
do not provide specific guidance on
rate regulated activities. The IASB
is proposing an interim standard
that would allow entities to preserve
their existing accounting policies,
with some modifications designed to
enhance comparability.

REVISED CODE FOR SMES

A revised corporate governance code
for SMEs has been produced by the
Quoted Companies Alliance, with
support from the Financial Reporting
Council. Revisions since the previous
version published in 2010 include a
greater focus on the benefits of how
good governance can improve trust
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Analysis
SHOCK WAVES

The European Commission’s proposed directive for a financial transaction
tax could bring in as much as €57bn annually. But on the flipside are fears
that the tax could trigger a credit crunch with a far-reaching impact

P24

between a company, shareholders
and potential shareholders and the
prime importance of companies
providing good quality reporting on
approach, actions and behaviour. The
new code also emphasises the role the
chairman can play in good governance
and provides greater detail on the
characteristics of an effective board.

FIRMS FAIL TO EXPLOIT DATA

UK companies are failing to use their
data effectively to generate competitive
advantage, according to KPMG. Ninety
per cent of organisations passively
collect data, without using it to provide
market insight, it suggests. Eddie
Short, KPMG’s head of data and
analytics, said: ‘In truth, knowledge
does not always equal power; collecting
information for its own sake increases
the risk of organisations drowning
under a sea of information... In the
current environment – where cashflow
is tight – only if data analytics highlight
what products and services need to
be stopped or improved to delight
customers and consumers, are they
doing a good job.’

LACK OF SKILLS HITS GROWTH

Prioritising initiatives to increase the
skill base of the UK workforce should
be a government priority, according
to a survey of UK CEOs. Some 65%
of CEOs say their businesses’ growth
is being constrained by a lack of key
skills. A global survey conducted by
PwC found that lack of key skills is
a much greater problem in the UK
than elsewhere in Western Europe.
But PwC said that CEOs should be
more consistent and place skills
development amongst their own
workforce as a much higher priority.

BONUSES UNDER STRAIN

More than half of workers in the City
report greater restraint by employers
in the payment of bonuses, reports
recruitment advisers Hays. A survey of
over a thousand workers in the City of
London found 55% had either received
no bonus or a reduced bonus this year.
Experienced workers were more likely to
see a cut in bonus. Almost half of those

Sajjad Karim MEP at a roundtable discussion hosted by ACCA
USA in New York in April, at which audit regulation was debated

EU COMPROMISES ON ROTATION

Firms would be prevented from undertaking audits for clients for more than
14 years under new controls proposed by the EU’s Legal Affairs Committee.
Under specified exemptions, firms would be able to audit clients for up to
25 years. The European Commission had proposed a six year audit rotation
requirement. ‘Big four only’ clauses in contracts would be banned under the
proposal, which has to be approved by the Council of Ministers to be adopted
by the EU. ‘We need to win back the confidence of investors, who are looking for
high-quality and independent auditing to give them the assurance that they need
when investing in Europe’s companies’, said Conservative MEP Sajjad Karim,
responsible for the audit reform package. The compromise was welcomed
by ACCA as a ‘laudable balance’ between different interests. Sue Almond,
ACCA’s technical director, said: ‘Future legislation needs to be workable for
businesses while enhancing investors’ confidence.’ See page 12

who have lost bonuses were interested in
looking for a new job. ‘Without a doubt,
the days of the big bonus culture have
come to an end and they are unlikely to
return anytime soon,’ said Geoff Fawcett,
director of Hays Financial Markets.

ALTERNATIVE FINANCE RISES

The use of alternative sources of
business finance rose by 16% in the
first quarter of this year, according
to peer-to-peer lender West One
Loans. In the last year, some £360m
was provided in short-term secured
lending to businesses through nontraditional finance arrangements.
However, peer-to-peer lenders and
brokers say that more finance
could be obtained if awareness of
alternative finance increased among
SMEs. ‘A growing number of UK firms
are turning away from the inflexible
packages on offer from traditional
lenders,’ commented Duncan Kreeger,
director at West One Loans.

TAX ONSLAUGHT ‘HITS GROWTH’

Economic growth could be constrained
by reputational damage incurred
by government criticisms of tax
planning, a New York conference of
tax advisers has been told. Frédéric
Donnedieu de Vabres, chairman of
Taxand, warned of the dangers of
focusing on the immoral rather than
the illegal. ‘This has led some people
to believe that any sort of supply chain
planning is now a thing of the past,’ he
said, adding that these attacks could
backfire ‘by curtailing investment,
thwarting growth and compressing
innovation across the globe’. Robert
N Lowe, CEO of conference host
Alvarez & Marsal Taxand US, said
that governments are increasingly
interested in transfer pricing as a
way of combating the ever increasing
tax planning efforts being undertaken
by multinationals.
Compiled by Paul Gosling, journalist
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Politics

PAC ATTACKS BIG FOUR

PETROS FASSOULAS
EU MOVE ON AUDIT

The European Parliament’s Legal
Affairs Committee (JURI) has
approved two reports, drafted by
MEP Sajjad Karim (Conservative,
UK), on the European Commission’s
proposal to reform the audit sector
(composed of a proposal for a
regulation and a directive).
According to the EP report, public
interest entities (PIEs) will have
to change auditors after 14 years,
though that limit can be extended to
25 years by the member states if a
public tender has been issued, or if
at least two audit firms have been
named, or if the audit committee
has carried out a full evaluation.
JURI also backed a blacklist of
banned non-audit services, and
called for audit reports of PIEs to
be prepared in accordance with the
international auditing standards
adopted by the European Union. The
role of the audit committee is also
strengthened, and the EC’s proposed
new Article 32(a) limiting the
delegation of tasks to professional
bodies has been deleted.
The dossier will now be discussed
by the member states in the Council
of Ministers.
Petros Fassoulas is head of policy,
Europe and Americas, at ACCA

The Big Four firms play ‘cat and
mouse’ with the tax system, according
to the House of Commons Public
Accounts Committee. Margaret Hodge
MP, chair of the committee, said:
‘The large accountancy firms are in a
powerful position in the tax world and
have an unhealthily cosy relationship
with government. They second staff to
the Treasury to advise on formulating
tax legislation. When those staff return
to their firms, they have the very inside
knowledge and insight to be able to
identify loopholes in the new legislation
and advise their clients on how to
take advantage of them. The poacher,
turned gamekeeper for a time, returns
to poaching. This is a ridiculous
conflict of interest which should be
banned in a code of conduct for tax
advisers, as we have recommended
to the Treasury and HMRC.’ The firms
angrily denied the claims. See page 28.

GOVERNMENT BORROWING

Although the government’s latest
public sector net borrowing figures
are in line with the Office for Budget
Responsibility’s forecast from March,
this is only because of accounting
manipulations, according to the Centre
for Economic and Business Research.
The £86.2bn official figure for the
2012/13 year is significantly above the
previous OBR forecast from December,
which predicted £80.5bn. The CEBR
said the full-year PSNB figure would
be even higher had it not been for
receipts from the quantitative easing
asset purchases now being paid to
the Treasury instead of the Bank of
England, as was previously the case,
and the transfer of £28bn of assets
to the government from the Royal Mail
pension plan – which has also increased
liabilities on the government’s balance
sheet by £38bn. The chancellor was
also helped by the sale of the 4G
telecoms spectrum and an end-of-year
squeeze on departmental spending.

INFO EXCHANGE ‘TO BE COMMON’

Automatic exchange of information
to improve tax collection and to
tackle tax evasion more effectively
will become much more common, the
Organisation for Economic Cooperation
and Development has predicted in a
report on progress on tax cooperation.
‘The political support for automatic
exchange of information on investment
income has never been greater,’ said
OECD secretary-general Angel Gurría.
He argued that the Foreign Account
Tax Compliance Act in the US and
Luxembourg’s acceptance of automatic
information exchange had shifted
the climate among governments.
The report identifies the Multilateral
Convention on Mutual Administrative
Assistance in Tax Matters as the ideal
legal instrument for the automatic
exchange of information. The
convention provides governments with
a variety of means to fight offshore
tax evasion and ensure compliance
with national tax laws, while respecting
taxpayers’ rights.

GREEN TAX TOOL SHARPENED

The UK is one of six countries taking
a lead in their use of green taxation,
says KPMG. Other world leaders in
green taxes are the US, Japan, France,
South Korea and China, according
to KPMG’s first Green Tax Index. The
assessment is based on an analysis
of taxation in key policy areas such
as energy efficiency, water efficiency,
carbon emissions, green innovation
and low carbon construction. Barbara
Bell, head of KPMG’s environmental
tax team, said: ‘Governments are
increasingly using green taxes as a
tool to change corporate behaviour
and to assist with environmental policy
objectives. The UK’s landfill tax, for
example, was introduced in 1996
and has had a marked and widely
acknowledged impact in significantly
reducing the amount of waste going
to landfill.’

WITH BUPA,
IT PAYS TO BE AN
ACCA MEMBER
Every successful business, no matter how big or small, relies
on the health of its employees. Which is why Bupa offers a range
of healthcare solutions to fit all business needs and budgets.
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FD interview
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NET PROFIT

Ahead of Wimbledon 2013, All England Lawn Tennis Club FD Richard Atkinson discusses the
major financial issues driving the sport and the most prestigious tournament in the game

O

ver the last few years tennis
has enjoyed arguably its
greatest period thanks to
some of the best players
ever to grace a court, including Roger
Federer, Rafael Nadal and Novak
Djokovic, all competing for the game’s
top prizes. Among the leading forces
aiming to ensure the halcyon days
keep on rolling is the All England
Lawn Tennis Club, the organisation
that manages Wimbledon, the most
prestigious tournament in the sport.
The All England Club has recently
made several announcements to
cement the status of Wimbledon
and boost elite tennis in general: a
retractable roof will be built over No. 1
Court in time for the 2019 tournament,
and there will be 40% more prize
money for the 2013 Championships,
making it the largest pot in the sport’s
history. Players at this summer’s
grass-court event will receive a total
of £22.6m, an increase of £6.5m over
2012. The winners of the men’s and
ladies’ singles titles will each receive
£1.6m this year – Roger Federer and
Serena Williams each took home
£1.15m in 2012.
As the All England Club’s FD, Richard
Atkinson is the man responsible
for driving the financials of the
business. He is proud of the recent
announcements: ‘The prize-money
decision was the right thing for
Wimbledon to do. We wanted to be
competitive [with other Grand Slam
tournaments] and I think we have
achieved that. We also needed to
show some leadership. The US
tournament announced a 32% increase
two weeks before we made our
announcement and that was the point

we decided on exactly how much we
would increase.
‘We will be a little behind the US
and Australians in terms of singles
prizewinners, but we have skewed our
purse towards the early round losers
and that is where we have shown
leadership. It is about making sure that
the young men and women trying to
make a living in the game are rewarded
for getting into Wimbledon.’
As far as No. 1 Court is concerned,
it is a relatively modern building (less
than 20 years old) and can support
a roof similar to that already on the
Centre Court. ‘It will be simpler in
terms of design,’ explains Atkinson. ‘I
know we have the financial firepower
to fund the thing, but until you’ve got
a relatively advanced design the cost
is just a guess really. We’ve shown the
bank we can comfortably support the

‘I can’t imagine I would have
been truly effective as FD without
a construction background,’ says
Atkinson. ‘At times it was about looking
a quantity surveyor in the eye and
asking questions, watching their body
language and expressions to detect
whether they really knew what things
were going to cost or whether they
were guessing.’

Raising the roof
The Centre Court roof cost ‘many
tens of millions’. The All England Club
borrowed £75m to build it, half of
which has since been paid off.
‘It was easily the most money the
organisation had ever borrowed, so
managing the banking relationship,
putting up a one-of-a kind piece of
engineering and dealing with the
financial implications was quite a task.

‘THE PRIZE-MONEY DECISION WAS THE RIGHT
THING TO DO. WE WANTED TO BE COMPETITIVE
AND I THINK WE HAVE ACHIEVED THAT’
borrowing if indeed we need that. It is
quite possible that we will be able to
do this out of our own resources.’

Building experience
Atkinson, 53, spent much of his early
career in the construction and real
estate industries. This experience will
prove as invaluable as it did during the
four-year construction of the Centre
Court roof. When he arrived at London
SW19 in February 2007, the east side
of Centre Court had already been
demolished and Centre Court itself was
effectively an empty bowl with no roof.

It was not like putting up a routine
six-storey office building in a business
park where someone could tell you
within 2% what it was going to cost
you. Nobody had ever done it before.’
Although the Centre Court roof came
in over budget, it did come in within
the funding arrangements Atkinson
had put in place with the bank. The
amount of money borrowed contained
a little contingency so the All England
Club didn’t have to go back to the bank
and ask for any more – common-sense
financial management on a project of
this nature.
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WIMBLEDON
£37.8m

Record profit (surplus) posted by
Wimbledon last year.

£22.6m

Player prize fund available at
Wimbledon in 2013, an increase of
£6.5m over 2012.

£1.6m

The winners of the men’s and ladies’
singles titles will each receive £1.6m
this year – up from the £1.15m Roger
Federer and Serena Williams each
took home in 2012.

*

‘You’ve got to be technically
strong on the accounting and you’ve
also got to be someone who is
genuinely interested in how business
works – you’ve got to be both. In the
old days you could be either one
or the other. I spent a lot of time in
America and a lot of people there
with MBAs were doing finance jobs
and didn’t really understand how
the accounting worked behind it.
You always felt you were operating
on quite shaky foundations when
you were talking about financial
stuff because you really didn’t feel
they understood the accounting side
of things.’

*

Amount the All England Club borrowed
to build the Centre Court roof.

‘You are better off doing a
relatively senior job at a relatively
small place at the early stage of
your career. I spent most of my
20s working for manageable-sized
organisations where you can get
your mind around it. I think that is
an ideal route to follow.’

‘We will know even more when we do
No. 1 Court,’ says Atkinson. ‘It won’t
be exactly the same, but it will be a
similar set of challenges. I will go into
that with a much higher degree of
confidence and indeed the engineers
will too. When they say costs will be
between x and y, it will cost between
x and y.’
Atkinson has spent the majority of
his career in a place ‘where finance
ends and running a business starts – a
kind of grey area in between’. All of
his jobs have been commercial finance
and FD roles. ‘I can be pretty boring
on technical accounting stuff, but in
my spare time I’m always much more
interested in what’s going on in the
business,’ he confesses.

Another major plus he brings to the
All England Club is his vast experience
with media giant Time Warner in New
York – invaluable for a club eager
to grow and stay at the forefront of
commercial activities within the sport.
And a massive part of that comes in
the form of television contracts.
‘As a business proposition the Centre
Court roof works great for us and from
a financial justification point of view
it has taken away the single biggest
objection to tennis from the television
companies,’ he says. ‘With the new
roof you now know the men’s final
will take place at two o’clock on
Sunday afternoon.
‘We have been able to sign up a
succession of significantly enhanced

£20,000

Amount Bjorn Borg banked for the last
of his five titles in 1980.

£75m

contracts over the last three or four
years,’ Atkinson adds. ‘The roof is
certainly a strong selling point for us in
discussions with television companies
and spectators as well. Our ticket and
debenture sales have been stronger
than ever over the last few years too.’

Business sector
Tennis – and sport in general – has
enjoyed great changes over the last 10
to 15 years, becoming a fully fledged
business sector in its own right. When
Bjorn Borg won the last of his five titles
in 1980 he won £20,000; this year’s
winner will bank 80 times that amount.
Last year Wimbledon posted
record profits of £37.8m (referred
to as ‘surplus’ and which bankrolls
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The CV
2007

Appointed FD of the All England
Lawn Tennis Club.

1992-2006

Various roles at Time Warner: FD of
the European magazine publishing
department, CFO of magazine
publishing division.

1988

Financial controller, Richard Ellis
Chartered Surveyors.

Lloyds Bank.

1987
1984

KPMG Consulting.

1981

John Mowlem Construction.

‘CONSTRUCTING THE CENTRE COURT ROOF WAS
NOT LIKE PUTTING UP A ROUTINE SIX-STOREY
OFFICE BUILDING IN A BUSINESS PARK’
grassroots tennis through the Lawn
Tennis Association). It has changed
from a cottage industry into a slick
operation, and the finance function
should reflect and drive that change.
‘It’s not just the magnitude either,’
explains Atkinson, ‘it’s the complexity
of the thing and that in itself causes
challenges behind the scenes. But it
is a finance job and it should be done
behind the scenes.
‘If you put a new payroll system
in and someone notices, then you’ve

done something wrong. IT is a good
example of how we have raised our
game over the last five or six years
to make sure we have got the right
support functions we need in an
enterprise on this kind of scale.’

Maintaining standards
But while change is a constant at
Wimbledon it is reassuring to know
that some standards remain the same.
‘I want to be professional,’ he says.
‘That has to be engrained in you. You

just do things the right way; that’s an
essential aspect of the job, particularly
in a relatively small place like this
where I don’t have a large team.
‘You have to have people you
completely trust technically and
ethically. In a place like this you can’t
carry passengers. I want people that
will take responsibility. You help them,
advise them and guide them, but in
the end you want them to get hold of
a project and run with it. I’ve always
prized people like that; that is the
culture here and one of the reasons why
we are running our 127th tournament.
But if you want to run the 227th you’ve
got to keep on doing it better.’
Alex Miller, journalist
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ISSUE OF CONCERN

Blowing the whistle on wrongdoing in the organisation is rarely the easy option. Would
you turn a blind eye or do the right thing – and if so, how should you proceed?

I

t is turning into the worst
working day of your life. You’re
sitting at your desk and you’ve
just stumbled across some
information which you know can’t be
right. In fact, it’s very wrong. Possibly
criminal. And you’re not sure what to
do about it.
A fantasy nightmare? Not, if
newspaper headlines are anything
to go by, for a growing number of
employees in companies and public
sector bodies. Scandals such as Libor
rate rigging, falsely labelled food,
cruel treatment of hospital patients,
and many others, indicate that there
are plenty of organisations where bad
things happen.
So if the trouble landed on your
desk, could you blow the whistle?
Michael Woodford did when,
as president and chief executive
of Japanese camera and optical
instruments company Olympus,
he uncovered a billion-pound scam
involving shadowy payments to
anonymous bank accounts in the
Cayman Islands.
The action cost him his job and
he fled Japan in fear of his life. He
was interviewed by Accounting and
Business last year (read it at www.
accaglobal.com/fraud) and has just
started work as a member of the
Commission on Whistleblowing, set up
by corporate governance organisation
Public Concern at Work, to review the
law on whistleblowing and identify
improvements. He took time out
to offer some personal advice to
Accounting and Business readers on how
to blow the whistle and survive.
The first step is to get the facts
right. ‘You can’t make allegations

Stood up, shot down: Michael Woodford
(top) and Paul Moore (above)
without substantiation,’ he says. ‘You
need to be forensic in making sure
that what you have can be supported
by evidence. Otherwise the regulatory
authorities will be able to do very little.’
In Japan, Woodford came up against
colleagues who wanted to hush up
misdeeds and a corporate culture
that preferred to turn its back on
trouble. Woodford has described his
experiences in Exposure: Inside the

Olympus Scandal – not so much a dry
business book as a thriller with real-life
heroes and villains.
In Britain, unlike Japan,
whistleblowers have had some
protection since the Public Interest
Disclosure Act became law in 1998.
Even so, protecting your interests when
you blow the whistle, depends what
you’re blowing the whistle on, says David
Lewis, professor of employment law
at Middlesex University and convenor
of the International Whistleblowing
Research Network. Reporting a corrupt
line manager is easier than exposing an
organisation that is rotten at the top –
Woodford’s dilemma.
‘There is no guarantee you won’t
be hurt and you have to make a
calculation as to how the organisation
is going to respond,’ says Lewis. For
instance, after Paul Moore, former
head of financial risk management at
HBOS bank, warned senior colleagues
that the bank’s aggressive sales tactics
were out of sync with its systems and
controls, he lost his job.
It is only natural that whistleblowers
should worry about losing jobs,
incomes and careers, says Suelette
Dreyfus, principal researcher for the
World Online Whistleblowing Survey,
who is based at the University of
Melbourne. ‘These concerns are often
quite legitimate as many organisations
are really only now beginning to turn
the corner from viewing whistleblowers
as snitches to being part of any
integrity system that prevents
malfeasance and corrupt behaviour.’
Whatever the difficulties, Woodford
maintains that no responsible
employee should ignore wrongdoing.
‘You must investigate, examine and
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com/fraud

‘VERY FEW PEOPLE WILL STAND AT YOUR SIDE
ONCE THE PROVERBIAL HITS THE FAN. THEY WILL
DISTANCE THEMSELVES FROM YOU’
pursue whatever leads you have.
Otherwise, you’re just walking away.’
For accountants, used to teasing the
truth out of figures, quiet investigation
should come as second nature. But
it is not always easy to uncover the
secrets behind the suspicions. ‘Like
many things in life, you have to work at
it,’ says Woodford.
Another problem is that
organisations tend to protect
themselves. ‘Very few people will stand
at your side once the proverbial hits the
fan,’ says Woodford. ‘They will distance
themselves from you. I always thought
I was a good judge of character, but
when I raised my concerns, people I’d
known for 30 years ran with the pack –
although there were exceptions.
‘You’re not going to be liked, and
sometimes the rights or wrongs or
strength of your case makes little
difference. Organisations will protect
themselves and people will protect
their own interests.’
So, if you’ve plucked up courage,
just how should you blow the whistle
in a way which protects you? Much

depends on what arrangements your
organisation has in place.
‘Every company should have a
whistleblowing procedure,’ says John
Davies, head of technical at ACCA.
‘There should be a means whereby
people who have genuine ethical or
conduct concerns can raise them
through a channel that does not expose
them to any sort of recrimination
through line management.’ For a
growing number of organisations,
that means providing a whistleblowing
hotline (see panel, next page).

Discretion or collusion?
As Davies points out, it is strongly
in the interest of an organisation
to provide a means of dealing with
problems in a way that doesn’t expose
those problems to the outside world.
But there is a danger here in that
discretion where criminal activity is
involved may turn into collusion.
People in many walks of life become
whistleblowers, but there are some
reasons why accountants may be in a
better position to blow the whistle –

especially about financial wrongdoing
– than other employees.
‘Accountants are often in the front-line
of whistleblowing,’ says Cathy James,
chief executive of Public Concern at
Work. She points out that accountants
working in industry are protected by the
Public Interest Disclosure Act (PIDA).
This means that if you raise a serious
concern with management and it is not
dealt with, you are entitled to take it
to an outside body – providing you act
honestly and can point to the reasons
why your worries about financial
wrongdoing were valid.
In these circumstances, accountants
should be fully protected if they bypass
management to raise concerns with a
regulatory body such as the Department
for Business, Innovation & Skills,
financial regulators, the Serious Fraud
Office or the Charity Commission.
If you are an accountant employed
in practice, you are also protected
by PIDA if you blow the whistle on
misconduct within your own firm or
one of its clients – subject to the
proviso about honesty and genuine
concern. But the accountancy firm as a
whole and its partners in general don’t
have protection. That is because PIDA
applies to individual workers rather
than partnerships or companies.
James believes it is worth
campaigning to have partners in
accounting (and other firms) covered
by PIDA protection. Public Concern
at Work has also floated the idea of
giving a company’s external auditors
a ‘prescribed person’ role under the
terms of PIDA. This would mean that
an employee of an audited firm could
raise a matter with the auditor and
receive PIDA protection.
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But James concedes: ‘There
would need to be considerable work
undertaken to ensure that this would
work properly. What the law is seeking
to achieve is quite a fine balance
between the legitimate interests
of employers to keep information
confidential in some circumstances
and the public interest in exposing
and investigating wrongdoing and
malpractice.’
And Davies is concerned about
changes which place new requirements
on what accountants should do
when they encounter illegal activity.
‘Those requirements should be laid
down in law rather than in codes of
practice,’ he says. He points out that
commercial law is so complex it is
not always immediately clear whether
some activity is illegal or not. ‘Besides,
something is not illegal until a court
says so,’ he adds.

In a quandary
Organisations need to appreciate
that accountants will be placed in a
dilemma if they encounter suspected
wrongdoing, Davies argues. ‘They have
to accommodate their own professional
obligations as accountants with their
obligations to their employer.’
Many companies still fall short of
the best practice on whistleblowing
recommended by organisations such
as Public Concern at Work.
If it came to it, could you really
blow that whistle? Woodford admits
that it takes personal and professional
courage – especially as colleagues and
friends distance themselves from you.
‘You mustn’t let that affect your
resolve,’ he says. ‘If you think you’re
right, and have the evidence, you
mustn’t feel there is something wrong
with your actions just because you
are out of the mainstream. It is the
opposite of that.
‘If you believe that something
is wrong and you don’t investigate
and report it, you become complicit
yourself. You can be held liable – and
the more senior your role, the more
likely that is to be the case.’
Peter Bartram, journalist

caption style

*HOW TO SET UP A HOTLINE

Centrica is a FTSE 100 company that has a whistleblowers’ hotline. It set it
up as an external hotline with the aid of Expolink, a specialist call centre
firm that runs hotlines for more than 400 organisations around the world.
Centrica has a set of business principles which it expects employees to
follow. It also has a group anti-bribery and corruption policy. But if any
employee sees activity which they believe needs reporting, either among fellow
employees or Centrica’s business partners, they can call the hotline.
Since the line opened, calls have triggered investigations which have resulted
in disciplinary action and, in a small number of cases, dismissal. Centrica
believes issues reported to the hotline have helped it make improvements in
areas such as health and safety, and security.
Scott Bridgen, global hotline manager at Expolink, says the first step in
establishing an effective whistleblowing policy is for senior management to
understand what the goal of the hotline is. ‘It’s not a magic wand for solving
problems,’ he warns.
But it can make a big contribution to ensuring that issues get looked at
rather than brushed under the carpet. Bridgen says that it is important to
make sure that the whistleblowing policy and the hotline are designed to fit
with the culture of the organisation and the kind of people who work in it.
Then it has to comply with all relevant legislation in the territory it is
operating in. That could involve observing data protection laws or consulting
with works councils.
He says there is no point in having a hotline unless there are effective ways
to investigate complaints. ‘You must make sure you have the mechanisms and
controls in place to investigate complaints in a confidential way,’ he says.
That means having a clear investigations policy. ‘Whistleblowers want to
know what happens,’ he says.
In the past, whistleblowers have been worried about the consequences of
their actions. But companies such as Centrica recognise that a well-run
whistleblowing policy can have benefits for both the company and employees.
‘Attitudes are beginning to change and people are starting to celebrate
whistleblowers,’ says Bridgen.

Workplace pensions law has changed, and it affects all employers. Some have already
enrolled their workers into a pension. It could take you up to 18 months to prepare.
Find out what you need to do and when at tpr.gov.uk/actnow

Workplace pensions. We’re all in.
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DIRECTIVE CHANGE

Brussels now wants environmental and social information disclosed by large companies.
We investigate the repercussions of the proposed reporting amendments

J

ust as the International
Integrated Reporting Council
(IIRC) was launching its
consultation on the draft
international integrated reporting
framework in London, the European
Commission in Brussels was
pushing for large companies to
disclose information on social and
environmental matters.
The European Union’s internal
market commissioner Michel Barnier
tabled on 16 April an amendment to
the EU’s fourth (78/660/EEC) and
seventh (83/349/EEC) directives on
annual and consolidated accounts. The
reforms will oblige firms with over 500
employees to disclose information on
policies, risks and results regarding
environmental, social and employee
aspects, respect for human rights,
anti-corruption and bribery issues, and
diversity on boards of directors.
The proposals have been made
because existing legislation only asks
companies to provide non-financial
information in their annual reports
‘where appropriate and to the extent
necessary for an understanding of the
company’s development, performance
or position’. Meaning it is optional and
Brussels thinks not enough companies
have been playing ball.
‘The requirements of the existing
legislation have proved to be unclear
and ineffective and applied in different
ways in different member states,’ an
EC statement acknowledges, noting
that fewer than 10% of the largest
European companies disclose nonfinancial information regularly.
Barnier, a Frenchman, thinks this is
a bad thing: ‘This is about providing
useful information for companies,

investors and society at large – much
demanded by the investor community,’
he says, noting that companies which
report on both financial and nonfinancial performance ‘have lower
financing costs, attract and retain
talented employees and, ultimately, are
more successful.’

Logical milestone
Carmel Dunne, a spokesperson at the
EC, says the proposal was not directly
inspired by the work of the IIRC. But
Brussels was following it closely,
she adds. And the IIRC seems to be
keeping an eye on the EU: ‘We believe
the Commission’s proposals are an
intelligent and logical milestone on the
continuing journey towards integrated
reporting as part of the evolution in
corporate reporting globally,’ says Paul
Druckman, IIRC CEO.

All this aside, Brussels is still
avoiding a rigid accounting law on
non-financial reporting. It wants
flexibility and ‘non-intrusiveness’ about
how companies can report their nonfinancial information. ‘Companies may
use existing national or international
reporting frameworks and will retain
their margin of manoeuvre to define
the content of their policies, and
flexibility to disclose information in
a useful and relevant way,’ says an
EU memorandum. The proposals
say reporting guidelines that can be
followed include those of the UN Global
Compact, the International Organisation
for Standardisation’s sustainability
standard ISO 26000, or the German
Sustainability Code, among others.
Companies will also only have to
report information relevant to their
business. ‘When companies consider

‘THE EXISTING LEGISLATION HAS PROVED TO BE
UNCLEAR AND INEFFECTIVE AND APPLIED IN
DIFFERENT WAYS IN DIFFERENT MEMBER STATES’
‘The production by businesses
of non-financial information is the
essential first step in equipping
providers of financial capital with the
data they need to make efficient and
effective capital allocation decisions.’
he continues, adding: ‘For investors
to have confidence in the resilience
of the business model, companies
need the right reporting framework to
enable them to integrate processes
and decision-making, reduce silos
and trigger board discussions that
reduce risks and improve the long-term
prospects of the business.’

that some policy areas are not relevant
for them, they will be allowed to explain
why this is the case, rather than
being forced to produce a policy,’ the
Commission’s memorandum explains.
‘All efforts have been made to avoid
an undue administrative burden,’ says
the EC. This explains why small and
medium-sized enterprises (SMEs) have
been spared by this proposal. ‘The
costs for requiring…SMEs to apply the
new rules could outweigh the benefits,’
explains Barnier.
Investors have welcomed Barnier’s
announcement as a step in the right

MORE ON IIRC CONSULTATION
DRAFT, AB, MAY EDITION
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Bright tomorrow? Larger companies
may be forced to assess how social
and environmental factors will affect
their business going forwards

direction. ‘Pressuring companies to
provide investors with more transparent
information on sustainability is an
important step in putting sustainable
development at the heart of capital
markets,’ says Steve Waygood, chief
responsible investment officer at Aviva
Investors and member of the EC’s
expert group on narrative reporting.
‘We believe that it’s really a positive
push and good management practice,’
Ilse Moens, director at PwC Belgium,
tells Accounting and Business. She
believes such reporting prepares
companies for the future, forcing them
to assess how different social and
environmental elements can affect their
business. This prompts companies
to develop strategies beyond reacting
to markets, she adds. ‘Companies
are thus looking at risks that are not
materialised today, but can be in the
next five to 10 years and be prepared.’
‘We have a lot of companies that
have gone through this type of
reporting,’ adds Marc Daelman, PwC
Belgium partner. And once they do,
they start seeing the added value, he
says. ‘In the past they had more silo
thinking, with departments focusing
on the environmental or social side.’
Holistic reporting requires corporate
maturity, he believes. ‘Some companies
are afraid of being more transparent,
putting quantitative measures on social
and environmental issues – are we not
shooting ourselves in the foot because

we don’t meet those objectives,
although for good reasons?’
According to Moens and Daelman,
the costs of reporting will be minimal
for most companies, although it will
take investment, say the two executives.
Executives will also need to work to
convince doubters: ‘Some company
leaders can prove that it has a positive
effect, and others equally say that it
doesn’t have any impact,’ Moens says.

Burden not benefit
And indeed, some companies only
see added administrative burdens,
not added value. ‘The proposed
regulatory approach to corporate
social responsibility [CSR] is running
the risk of demotivating all companies
that have embarked on genuine
CSR activities on their own, says
Jürgen R Thumann, president of
BusinessEurope, which represents both
small and large European companies.
‘Instead of applying a ticking-thebox approach, the business-driven
purpose of CSR – to contribute to
business goals by addressing social
and environmental challenges over and
above what is required by law – must
be safeguarded,’ he adds.
Wim Bartels, KPMG sustainability
partner at KPMG Advisory in the
Netherlands, adds: ‘The proposed
legislation by the EC will imply an
additional burden for those big
companies who haven’t paid much

attention yet to the topics referred
to in the legislation.’ And he predicts
the legislation will not convince
sceptical companies of non-financial
reporting benefits. ‘They will treat [it]
largely as a compliance requirement
and will not see any additional benefit.’
However, he welcomes the opt-out
for companies not having to provide
information for areas where they have
no policy.
And it will help already supportive
companies, says Bartels, as they ‘will
be able to demonstrate their efforts
and focus now, supported by formal
legislation, and can showcase their
leading position’.
The cost-benefit ratio depends on
each company’s profile and strategy,
he adds, predicting some companies
will use the new reporting requirement
to promote organisational change. ‘All
other companies who follow their peers
in reporting only, or believe reporting
is ‘just needed to keep up the image’,
already suffer from current reporting
practice,’ Bartels notes.
The legislation will now be debated
by the European Parliament and the
EU Council of Ministers. If passed,
the proposal should force 18,000
companies to undertake non-financial
disclosure, with their 2017 annual
reports being the deadline.
Carmen Paun, journalist based
in Brussels
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T

o listen to
opposing sides
in a polarised
debate, 14 February 2013
could go down as a St Valentine’s Day
Massacre of Europe’s capital markets or
the start of a love affair with regulation
that could help prevent speculative
trading turning boom to bust.
Presented on that date, the European
Commission’s revamped draft directive
for a financial transaction tax (FTT) in
11 participating EU member states
is expected to generate as much as
€57bn annually for the EU and the ‘FTT
zone’ countries as they deal with the
economic fallout for which many EU
politicians blame the financial sector.
In the real economy, it has led to
warnings of a credit crunch with
consequences beyond the FTT zone
nations – Austria, Belgium, Estonia,
France, Germany, Greece, Italy, Portugal,

treasury companies,
pension funds, and other nonfinancial sector entities with a
significant average value of financial
transactions.
The risks extend to other nations
because any entity falling into
these definitions would be taxed on
transactions with parties based in the
FTT zone or for transactions in financial
instruments issued there. It would also
apply, with some exceptions, to each link
in a chain of transactions – for example
when parties use a blend of instruments
(contracts-for-difference, swaps, futures,

‘IF THE PROPOSALS GO AHEAD AS FRAMED, I THINK
THERE WILL BE CAPITAL FLIGHT FROM THE EU AND
SERIOUS PROBLEMS IN RAISING CAPITAL’
Slovakia, Slovenia and Spain – if it
comes into effect as proposed in
January 2014.
The proposed FTT would tax
transactions in equities, bonds, fund
units and derivatives at minimum
rates of 0.1% for bonds and shares
and 0.01% on the value of derivatives.
Superficially, these rates look low, but
the devil is in the detail of what Ernst
& Young has dubbed ‘the tiny tax with
big effects’.
In a recent alert to clients, EY
describes how the tax would apply to
buyers and purchasers where each
was defined as a financial institution
(FI). The definition is broad and, in
EY’s view, will probably encompass

options, etc) to cover risks involved in
price movements.
EY highlights the financial risks
inherent in FTT provisions on liability
to pay. Each party to a transaction,
including non-FIs, would be jointly and
severally liable for unpaid FTT. So a
seller paying FTT could also be liable if
the purchaser did not.
New compliance systems will be
needed to pay the FTT on the same
day the liability arises (three days in
the case of paper transactions). In
practice, EY says, compliance will
mean separating financial transactions
by location, counterparty status (FI/
non-FI), and place of issuance of the
financial instrument. It will also require

systems
to report to,
and account to,
tax authorities in the
participating member
states. Tax authorities in
different states could set
different FTT rates (though
the proposed rates are the
minumim permissible) and
implementation procedures.
EY reckons that FIs will pass
on some €35bn (US$45bn)
annually in FTT costs. The likely
results are higher borrowing and
hedging costs, lower returns on pension
and investment fund assets, and higher
energy and commodity costs.
Alarming predictions have been
made about the effect on the market for
repurchase agreements (repo), where
banks raise short-term funding and put
up government bonds as collateral.
The FTT as currently framed could
see repo in Europe contract by at least
66%, says a study for the International
Capital Market Association (ICMA). Repo
and securities lending should be exempt
from the FTT, according to Richard
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RUFFLING
FEATHERS

The EU’s controversial financial transaction tax has led
to warnings that if it comes into force as currently framed
it could trigger a credit crunch that goes far beyond the
11 countries pledged to implement it

Comotto of the ICMA Centre,
who authored the study.
‘Some corporate treasuries
invest cash in the repo market
either directly with borrowers or
through third parties and that
would stop,’ Comotto says.
‘There are doubts about whether
there would be any other money
market instruments left but
unsecured deposits.’
He foresees lending to companies
drying up because FTT zone banks get
their funding through the repo market
and from large money market depositors
such as corporate treasuries and mutual
funds which, if they invest with banks
at all, prefer to do so via repo because it
is collateralised.
‘An FTT zone company seeking
to invest cash would probably set
up a subsidiary abroad to invest in
markets outside the zone and to issue
company bonds and shares which would
otherwise be subject to the FTT. If the
proposals go ahead as framed, I think
there will be capital flight from the EU
and serious problems in raising capital.’
The City of London Corporation,

which provides local
government for the heart
of the UK’s financial
epicentre, has warned
that the FTT could
increase the cost of
issuing sovereign
debt because
purchasers
would demand
higher interest
on government
bonds to
compensate for
the FTT.
While companies
and the accounting
profession ponder change, the FTT has
fuelled robust academic debate.
Some focus on likely economic
benefits to the FTT zone nations.
The EU FTT would be ‘minuscule
relative to the impact of the austerity
measures currently pursued by some
EU governments’, according to UK
professors Philip Arestis and Malcolm
Sawyer in a soon-to-be-published paper.
‘GDP could even increase once the
potential positive effects of the FTT

materialise – like,
for example,
preventing crises by
reducing speculative
activities. To the extent
that the proceeds of the FTT are
properly reinvested by the relevant
governments, a positive impact on
GDP could very well materialise.’
Some academics believe the FTT is
a blunt instrument that needs refining.
‘The EU is taking the wrong path in
designing the FTT, given that it is not
calibrated on any assessment on the
relative toxicity of the different financial
instruments (at which it is aimed),’
says professor Donato Masciandaro of
Bocconi University, Italy.
While arguments continue, FDs and
accountants cannot ignore what is
happening. ‘Although there is a growing
anti-FTT lobby, businesses shouldn’t
assume the FTT will automatically go
away,’ says Rod Roman, London-based
partner in the global tax services team
at EY. ‘Many large financial institutions
are working through the detail to see
how it will specifically affect them, their
customers and the overall financial
landscape. If the starting gun does ever
get fired, it has put them ahead of the
game when it comes to commercial and
operational impact.’
EY’s checklist for non-FI companies is:
review banking relationships, including
with London, New York and Singapore
branches of FTT zone banks;
consider FTT’s impact on treasury,
financing vehicles and pension funds;
review contracts with banks to see
where FTT liability sits, bearing in
mind joint and several liability;
consider your hedging strategy for
interest rate, currency and commodity
risks – all will be taxable if executed
with FTT zone counterparties.

*
*
*
*

Robert Stokes, journalist

Where better
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Growth pains
[

The best hope of turning the economy around lies with the small business sector, suggests Peter Williams,
but a lack of high-calibre leaders and entrepreneurs makes this an unlikely propect in the near future

It has become abundantly clear since
the financial crisis and subsequent
economic malaise that politicians
of every hue have no idea how to
stimulate economic growth or even
create the conditions that give growth
a chance. Government can’t do the
growing and big business seems
unlikely to provide enough of the
economic impetus required across the
developed economies to mop up the
pools of unemployment.
That only leaves the small business
sector, and one programme underway
in the UK claims it offers evidence that
small business can be a major source
of jobs in the developed economies, as
well as drive growth through innovation
and market expansion.
According to Goldman Sachs,
its 10,000 Small Businesses UK
programme is producing businesses
that can grow and thrive. Working with
people who have proved they have an
appetite for success, the aim is to
make interventions in terms of learning
and networking that generate business
growth and employment creation.
It is early days for the programme,
with 500 businesses so far, but a
survey of those taking part reveals
encouraging numbers: a large
majority, 77%, had increased the
number of people they employed with
participants reporting a 23% increase
in employment over a year. Two thirds
said that turnover had gone up with an
annual increase in revenue of 16% and
53% had increased profitability.
The softer figures are perhaps
equally interesting: 92% said they
were more confident in their ability
to grow their business than before
joining the scheme. In particular,
they were relishing the opportunity to
work closely with other entrepreneurs,
to provide mutual support and to
join a community of like-minded

entrepreneurs, which increased
confidence, morale and resilience.
While applauding the Goldman
Sachs initiative, it is fair to say that
some questions remain over how far
this could be rolled out. First, in this
technology-rich digital age, startups
and small businesses can survive and
establish themselves while offering
little in the way of conventional, fulltime and well-paid jobs. The so-called
jobless recovery must be a likely
outcome. The second concern is a longstanding complaint, the contradictory
attitude of government. One side of
government tries to be entrepreneurial,
exhorting business leaders to take risk,

and offering well-meaning advice. But
if you make a mistake in your dealings
with government – especially when
accounting for VAT and PAYE – then
mercy may not automatically flow.
However, the biggest hurdle is the
lack of individuals with the right
combination of leadership, drive
and vision to turn out the number of
businesses required. According to
the Office for National Statistics 2.56
million people are unemployed. It’s a
tall order, but if the Goldman Sachs
programme could champion 4,000
entrepreneurs to create businesses
that employed on average 75 people,
300,000 would come off the dole.
If one of our best hopes in turning
the economy is a small flotilla of
tiny firms and entrepreneurs, then
achieving this elusive growth is not an
immediate prospect.
Peter Williams, accountant
and journalist
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The tax maelstrom
[

MPs and the public are getting aerated over tax issues which they don’t fully understand, making it difficult
for the public and private sectors to work together for better outcomes, says Robert Bruce

Suddenly tax is at the top of the
news agenda. This is no surprise in
the short term. In austere times the
issue of maximising tax revenues
always comes to the fore. But this time
there is a feeling of whole arguments
unravelling. Immense tax settlements
are under court scrutiny. MPs are
finding their popularity increases
the more they shout at accountants.
Companies which operate globally can
easily be embarrassed at where their
tax appears to be paid. Charities see
an opportunity to call for international
tax to be paid more evenly across rich
countries and poor countries. Those
who wish to sling mud at the concept
of globalisation have an easy target.
With any issue this would become a
potent and confusing maelstrom. With
an issue as complex and misunderstood
as tax, the possibility of a swirling,
opaque cloud of argument becomes
inevitable. Hence, the current chaos.
‘I am fretting quite a lot about how
the misreporting of tax is becoming

a real issue’, says George Bull, senior
tax partner with Baker Tilly. ‘Tax is
extremely complicated and sometimes
the truth is lost if it is reduced to the
simplest argument.’

Hard time
He cites a hearing in late spring of the
Energy Select Committee of the House
of Commons. Several energy companies
were given a hard time for showing
large profits in the UK, while at the
same time paying low amounts of UK
tax. The truth was that the profits had
mostly been covered by large UK capital
allowances. ‘The companies were doing
exactly what the government wanted
them to do,’ says Bull. ‘They were
building power stations.’

All of this has created real difficulties.
And it is not just a UK issue. A leading
US academic pointed out that in a recent
manoeuvre by Apple, the computer giant,
in a massive bond issue which brought
them favourable tax breaks, ‘the culprit
was not Apple, it is the over-complex
US tax system’. It was another version
of the Starbucks case in the UK where
the company followed what government
tax policy and rules suggested they
should do and found themselves publicly
excoriated for doing so. The whole world
is getting aerated over issues about which
it has only a marginal understanding.
And so have MPs in the form of the
Public Accounts Committee (PAC). For
generations, lawyers and accountants
have gone on secondment to the public
sector, Her Majesty’s Revenue and
Customs (HMRC), in particular. And it is
common practice in the US, for example,
where people in law and accounting
firms regularly become the heads of
regulatory bodies like the SEC and then,
their term over, move back to their firms.
Suddenly the PAC, in a series of
hearings, has decided that this is not
about cooperative actions bringing better
outcomes for both sides, but a case of
letting the evil empire root about amidst
the state secrets.
The roots of this argument are in the
perennial dysfunction of the purpose
of taxation. If it was purely raised to
provide revenue for the state, then
all would be fine. But it is not. Peter
Wyman, a retired partner of PwC, has
had career-long experience of this point
where the objectives of taxation collide.
He argues for the benefits of public
sector/private sector cooperation. ‘The
issue is the creation of tax policy,’ he
says. ‘Most of tax is not just charged
to raise revenue. It is about changing
behaviour and social engineering and if
these are the purposes of the legislation,
how much better to have it influenced
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News agenda: tax issues are
making frequent headlines

*POACHERS OR GAMEKEEPERS: THE PAC DISPUTE

There was one exchange during the Public Accounts Committee (PAC)
hearing with tax partners from the Big Four accounting firms that summed
up the dispute. It was between the veteran critic of the accountancy world,
Austin Mitchell MP and John Dixon, head of tax policy with Ernst & Young.
Dixon: ‘There are benefits in the work that we do with government and with…’
Mitchell: ‘Benefits to you.’
Dixon: ‘No, benefits to the country at large. If you look at the quality of the
legislation that we now have in front of us, recognising it is complicated, it
is a lot better than it was 10 years ago. Why is that? Because we are working
actively with government, at our cost, to make sure the legislative footprint we
are working with is as clear and concise as it can possibly be. With respect, I
do not think it is a one-way street.’
Mitchell: ‘But there is also a gain to you, isn’t there?’
Dixon: ‘Absolutely. The more we can understand the mind of government,
the more we can help shape policy. It means that policy will be attuned to our
clients, essentially, who are simply the businesses of this country. Therefore, it
is hopefully win-win for everybody.’
Margaret Hodge, naturally, disagreed.

by people on the other side.’ This is why
secondment has been the norm over the
last forty-odd years, he says.
Working together also produces better
outcomes. ‘It is much better when you
can have a seat on the same side as
the Revenue and be honest about the
effects of drafting legislation,’ says
Wyman. But for the PAC and its chair,
Margaret Hodge, who herself worked
as a consultant for PwC, this is far from
being helpful. It is a disgrace. And it is
compounded by HMRC being so poorly
resourced by government. As the PAC
report points out: ‘HMRC has 65 transfer
pricing specialists, whereas the Big Four
firms alone have around 250.’
The result of this is a clamour for
some sort of action. It is time for
explanations. Chas Roy-Chowdhury,
ACCA’s head of taxation, says: ‘It is
vital that tax professionals are able to
articulate effectively and transparently
what they have done and why they have
done it. They cannot allow others to
continue to write the narrative for them.’
And the Confederation of British
Industry has published a guide to
‘misunderstood concepts’ in the
UK corporation tax system. ‘We
are encouraging all companies to
explain why they pay what they do
in a straightforward and accessible
narrative,’ it says. Ernst & Young
has also published a report on tax
transparency calling on companies to
explain more. ‘The issue of tax has
become much higher up on the social
spectrum,’ says tax partner Chris
Sanger, ‘and companies should take the
opportunity to explain.’
The worry is, as recent events have
shown, there is much less fun in trying
to understand when there is so much
public support for half-truths.
Robert Bruce is an accountancy
commentator and journalist
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ACCOUNTANTS FOR
SMALL BUSINESS
www.accaglobal.com/
smallbusiness

Perfect pairing

[

The alliance between a small business and
its accountant is good for both – and for the
economy, says ACCA president Barry Cooper

While the role of the CFO in the major listed company or the
work of the auditor in a multinational company may be the
areas which dominate the headlines, ACCA has never lost
sight of the fact that the work thousands of our members
do in helping the development of SMEs is hugely significant
for the health and growth of all economies around the world.
With 45% of our members having at some point worked for
an SME, the finance professional clearly plays a major role
in this sector. As a body which has long called on regulators
and standard setters to ‘think small first’, we’re now focusing
our attention on small businesses themselves to make them
aware of the value of the professional accountant.
Our ‘Accountants for small business’ campaign also
aims to raise awareness of how new or young businesses
can build professional finance teams and why there is such
a need for complete finance professionals who can develop
with these businesses. ACCA will also be working to build
partnerships with business associations, government agencies
and service providers to provide practical resources and
support for SMEs looking to invest in internal finance functions.
There is a wider benefit to this campaign that goes beyond
ACCA’s desire to ensure that businesses are aware of the skills
our members can bring them. The campaign will emphasise the
importance and benefits of having more formalised businesses in
driving economic development, particularly in emerging markets,
where a growth in such businesses will enable governments not only
to achieve predictable revenues but also to develop and implement
policy more effectively because such businesses have a greater voice
and presence.
The accountancy profession is a natural ally in this process.
ACCA wants to play its role fully by ensuring that stakeholders in
SMEs, whether they are business owners and management, finance
providers, government agencies or employees, have the information
they need presented in a way they understand to enable them to
take the right action.
I have seen at first hand the work that our members
do for SMEs and I know they can meet the
challenges and take the opportunities that
this new campaign will bring.
Professor Barry J Cooper is
head of the School of
Accounting, Economics
and Finance at
Deakin University,
Australia

32

Comment

33

Much ado about going concern
[

The Financial Reporting Council’s draft proposals to reform going concern and liquidity risk have been
roundly criticised by some, but their main thrust is eminently reasonable, says Jane Fuller

In the post-crisis angst, one of the
most awkward questions has been:
why were all the banks that needed
rescuing by the taxpayer given a clean
bill of health in their last annual
reports as going concerns?
The cry that something must be
done was irresistible – cue last year’s
masterful report from Lord Sharman.
And it did contain some radical
suggestions: directors should focus
on solvency, as well as liquidity; they
should think about threats to the
company’s existence over the business
cycle; and they should be more open
with investors about the risks.
While the reform case is compelling,
the implementation guidance from the
Financial Reporting Council (FRC) was
never going to be as elegantly written.
Nevertheless, it should have been a
simple exercise in putting into practice
the principles that most had agreed.
So why has it caused a fuss? Some
have declared the proposals will hit
business growth, while others have
fretted they will hinder UK companies
in raising capital because potential
investors will not understand the
amplified reporting of uncertainties.
My sympathies lie with the FRC on
this, although it has again committed
the sin of over-prescription. Sharman
may have had radical elements,
but there is no proposal for the
UK unilaterally to lower the bar
for preparing the accounts on the
assumption that the business is
a going concern rather than on a
liquidation basis.
It is more tricky where there are
‘material uncertainties’ about the
company’s viability for the ‘foreseeable
future’. This aims to get directors to
think more carefully about the resilience
of the business model and capital
structure in the context of whatever cycle
it is subject to. If they spot anything

likely to threaten viability, it should be
declared – and presumably accompanied
by an ‘emphasis of matter’ (EoM) item
in the auditor’s report.
This, too, is a high hurdle. We are
talking about potential insolvency, not
just a profit warning. If it nudges up
the number of EoM paragraphs from a
very low level, so be it.
But the most important reason for
not getting hung up on the gone, or
nearly gone, end of this debate is that

the bulk of the improved disclosure
will be in the narrative report. Users
of accounts want better risk reporting.
This includes prioritising the most
serious risks and being much more
transparent about how these might
crystallise and their potential severity.
The proposed stress tests are welcome
on this count.
Practice is already improving – and
so it should after all the other reforms
on stewardship and governance. Take
a look at the risk reporting of Premier
Foods, a heavily indebted company
operating under a lender agreement.
The one thing missing from its helpful
risk and risk-mitigation layout is the
specifics of the loan covenants.
So we get to the core of the issue:
how does a board demonstrate good
stewardship of a company’s assets
and liabilities? Not by glossing over
uncertainties for fear that investors
will flee. On the contrary, honesty
is the best policy. This includes
being honest about the limitations
of both going concern and risk
reporting. The guidelines refer to
‘reasonably predictable’ shocks and
‘the inherent ability to predict future
events’. As ACCA’s response points
out: ‘There will always be events that
cannot be foreseen.’
The overreaction to the FRC’s
guidelines stems from concern that
the regulator is asking too much of
directors’ ability to predict. Strip
away the unnecessary detail, however,
and the main demand is reasonable:
show us how you manage the known
unknowns. As for the unknown
unknowns, despite appearances, it is
OK not to predict the unpredictable.
Jane Fuller is former financial editor
of the Financial Times and codirector of the Centre for the Study of
Financial Innovation thinktank
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FINANCE FURNISHES THE CEO

Most chief executives of the
largest companies have a finance
background, according to the latest
Robert Half FTSE 100 CEO Tracker.
There has been a strong trend in
recent years for finance professionals
to take the top jobs – in 2008 only
31% of CEOs had a background
in finance. ‘The risk and regulation
agenda is driving demand for
those with finance skills who can
oversee all operational reporting
groups within a business,’ said Phil
Sheridan, UK managing director of
Robert Half. The report also found
a fall in the number of FTSE 100
women CEOs to just three compared
with four in 2012. The research
chimes with the Ernst & Young UK
chairman Steve Varley’s comment
at a women’s network event that
progress was frustratingly slow: ‘Is
this just one of those areas where
change comes slowly, where we have
to be patient?’ he asked.

Phil
Sheridan

EFG FINE FOR LAUNDERING FAIL
The Financial Conduct Authority has
fined EFG Private Bank £4.2m for
failing to operate effective moneylaundering controls. An EFG review of
its 3,342 customer accounts found
that around 400 presented a higher
risk of money laundering, and 94 of
these were held by politically exposed
individuals. Despite identifying 17
customer files representing significant
money-laundering risks – with
allegations or charges of criminal
activity – an investigation by the
financial regulator found insufficient
records to show how the bank had
mitigated those risks.
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The view from:
Coaching and consultancy:
Andi Lonnen FCCA, owner,
Andi Lonnen Business Services
Q You recently set up your
own company. What services
do you provide?
A I provide part-time finance
director services, access to
finance as a growth coach for
the national Growth Accelerator
Scheme, I train aspiring
ACCA accountants at Leeds
Metropolitan University, and
I provide business finance
training and coaching nationwide.
Q What lessons have you learnt in setting up your
own business and what are your long-term plans?
A The key lessons I have learnt so far are to focus on
the paid work, get the cash in, get as much support
as possible, and build in some fun/rest time – it’s
a seven-day-a-week job! My long-term plans are to
continue to grow the business. My mission is to
train the nation in basic finance skills.
Q What are the main skills and attributes you
need to drive your business forward?
A Huge passion, belief in what you do, confidence,
high energy, a positive attitude, and being organised,
disciplined, focused, mentally tough and resilient.
Q As a growth coach for the Growth Accelerator
Scheme, ACCA’s Yorkshire Women’s Network
president and an ACCA trainer at Leeds
University, where do you find the time and
motivation to fulfil these roles?
A I simply love what I do! I love a challenge, variety
and making a positive difference in people’s lives,
particularly where ‘scary finance’ is concerned.
Q In 2012, you cycle-toured across France and
Switzerland. What was your motive?
A As a keen cyclist, it was something I’d always
wanted to do, primarily to see if I could, and I loved
it! I’ve since written a book about the adventure,
which is available on Amazon (My Summer
Sabbatical: Cycling Across Switzerland and France).

FAST FACTS

Location: Ilkley, Yorkshire.
What makes you proud: A job truly well done.

35 Corporate The view
from Andi Lonnen of Andi
Lonnen Business Services;
what can go wrong when
you buy another business
39 Practice The view
from Omar Mahmood
of KPMG, Doha; how
to make a difference
with entrepreneurial
business clients
45 Public sector The
view from Iain Hasdell of
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government sizes up the
last of the family silver
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Acquiring another business
In the final article in our series looking at options for SMEs in difficult times, Steve Bailey
and Steve Priddy tell a salutary tale of what can go wrong when buying another business

There are very few serial business
acquirers. Most purchasers find
the experience a step in the dark,
with a steep learning curve and
no guarantees.
For reasons of confidentiality, we
have combined a number of situations
recently encountered into a scenario
highlighting the pitfalls of buying a
business and ways to avoid them.
In August 2012 John owned an
established and successful engineering
design business. It had a 50-strong
loyal workforce, housed in one building,
turning over £4.5m, and generating a
consistent 7% profit margin. The order

book was good, the customer base
focused on repeat business, and it had
weathered the recession well.
John was keen to grow the business.
However, his local competitor seemed
to be doing better in a range of ways.
Smarter offices, a highly visible CFO,
and a CEO announcing tales of new
acquisitions and profit margins double
those of John’s. This larger-than-life,
charismatic leader inspired total loyalty
from his staff. John learned in
confidence about their development of
a ground-breaking variable speed motor
product. It would revolutionise existing
domestic and commercial plumbing

arrangements and would save on
energy and water bills with a payback
of less than two years.
To John’s surprise he received an
approach, was he interested in
acquiring this competitor’s business?
Due to personal problems the CEO
needed to release cash from the
business. He’d committed to the
development and launch of a new
product and agreed to an earn-out
arrangement. John’s initial scepticism
was allayed after long and deep
conversations concerning his postacquisition role in the business. John
even explored whether a joint venture
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arrangement might be preferable, but
decided on a full acquisition.
So John proceeded to due diligence,
something he had never done before.
The competitor’s management accounts
showed a profit margin of around 20%.
The businesses were approximately the
same size in terms of staff numbers
and turnover. The competitor’s business
had been fuelled by rapid growth over
the previous three years, acquiring
niche consulting organisations in
related environmental and sustainability

acquisition appeared to proceed apace,
although John did not fully understand
some of the myriad documents and
questions involved. The advisers
submitted substantial professional fees
which were settled on completion, after
which they effectively disengaged. The
combined business entity formally
began trading in the autumn of 2012. It
included over 100 staff, had a potential
combined turnover of £9m, potential
margins of 15-20% and was located
over two premises. John’s own CFO

POST-MERGER INTEGRATION WAS ALWAYS GOING
TO BE A CHALLENGE DUE TO THE LACK OF
EXPERIENCE AND A BUDGETED PROGRAMME
sectors. Management accounting profits
were transformed into statutory
accounting losses. This was achieved
primarily through use of the research
and development tax credit regime,
mainly in connection with the new
product development costs. The R&D
credits claimed by John’s company
were trivial by comparison.

Combined adoption
A management information system had
been introduced at the competitor’s
business and it was determined this
would be adopted by the combined
organisation post acquisition.
Reviewing the respective order books
and client lists showed an encouraging
complementarity. The review of the
terms of office leases indicated that the
competitor had more efficient space
utilisation. The reduced accommodation
overhead was one reason for the higher
margin achieved.
The ‘brains’ behind the variable
speed motor was the technical director.
It was agreed that there would need to
be considerable effort expended in
order to secure intellectual property
rights to the motor, and that this would
be a top priority post acquisition.
Although both parties were used to
working in a project-focused
environment, this was a bigger, more
multi-faceted project than either had
experienced before.
Advisers gathered around and the

opted to take a redundancy package
as he was not comfortable with
the acquisition.
The vendor, who had not taken a
holiday for the last two years and was a
keen outdoor person, went cycling in
the Pyrenees with several friends.
Things started to fall apart. The
vendor was killed in a head-on collision
in the mountains. After the shock and
the grief, John realised that the key man
insurance did not cover extreme
sporting events and that there were no

financial arrangements in place to
enable a replacement to be recruited.
John then also realised that insurance
arrangements for himself were also
hopelessly inadequate and he incurred
costs putting in place appropriate cover.
Work in progress began to increase
significantly, which was to combine with
a sharp rundown in the cash position of
the business. The CFO was frequently
unavailable and confirmed that there
were some ‘minor’ problems in getting
invoices out the door.
HMRC then made contact. They
wished to discuss the basis of the
claims for the R&D tax credit that had
been submitted by the acquired
company over the last three years.
Specifically, the CFO had sought to
recover overheads in addition to salary
and payroll costs, something explicitly
excluded in the legislation. The
resulting correspondence, meetings and
negotiations ran on for another year
before being resolved via a costly
financial settlement.
The work-in-progress debacle then
came to a head over Christmas with
staff coming into the office to manually
type invoices and mail them to clients.
John then showed the CFO the door and
took back his former CFO.
His review of the financial statements

**

   ESSENTIAL STEPS

*
*
*
*
*
*
*

Prepare a funded budget to enable the post-deal integration process to
proceed in a timely manner
Ensure you understand the on- and off-balance sheet assets and liabilities
being purchased: in particular, intangibles and their potential for impairment
Cumulative cash flow will normally converge with cumulative profitability.
If not, understand why
Beware excessive, long-term profit margins: they are often too good to be true
Taxation issues can run their course over many years – beware their long tail
Businesses depend on key men and women – who are yours?
Use multi-skilled and experienced professional resources for the integration
The new company should be set up as a scalable new entity, rather than a
larger version of the acquirer.

APRIL EDITION: SELLING YOUR
BUSINESS, PAGE 52
www.accaglobal.com/dragons2
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was startling. Two issues
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the cumulative profits
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and
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to help ACCA members meet
their CPD
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from operations; and the

asset base was dominated by intangible
assets largely consisting of goodwill,
To subscribe, go to
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systematic impairment exercise.
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Gain skills or technologies faster
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eleni.perry@accaglobal.com
For further information please contact
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technical director. Reduced staff
numbers increased the accommodation
overhead and depressed the profit
margins of the combined business.
Post-merger integration was always
going to be a challenge due to the lack
of experience and a budgeted
programme. However, the pain and
uncertainty were much more than John
expected or was equipped to handle.
Unfortunately, the vast majority of
acquisitions fail to create value or
achieve a successful outcome. There are
key steps that should be taken to
increase the long-term chance of a
successful acquisition. Some of these
are set down in the boxout on page 37.
Steve Bailey FCCA is a director of
Mergers, Acquisitions and Integration,
and an ACCA Council member.
Dr Steve Priddy FCCA is head of
research at the London School of
Business and Finance
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KPMG BUYS MAKINSON COWELL
Equity markets advisory firm
Makinson Cowell has been
bought by KPMG to meet growing
demand from its clients for
combined independent debt and
equity capital advice. Simon Collins,
KPMG’s UK chairman, explained:
‘Makinson Cowell’s insights into the
market views of the shareholder
community will help provide
independent and objective equity
advice linking the boardroom and
investors, which can only be to the
benefit of all those involved in the
capital markets.
‘At a time when companies are
increasingly looking to ensure
advice is independent from the
underlying sources of finance,
the combination of KPMG’s debt
advisory business with the equity
services provided by Makinson
Cowell will create a market-leading
independent capital advisory
business. This innovative transaction
will establish a unique offering in
our marketplace.’
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The view from:
Qatar: Omar Mahmood, head of
financial services (Middle East and
South Asia), KPMG, Doha
Q What are the major
challenges in Qatar?
A For banks and investment
companies, it’s mainly about
the impact of changes in global
regulation, as well as foreign
tax compliance. They have the
technical capability for local
regulations and tax rules – but
it’s on the international side
that they call on us for help.
From an advisory perspective, they increasingly
need advice on corporate strategy.
Q How would you describe competition for talent?
A It’s not difficult to attract interest; it’s more a
question of finding the right mix of skills. The Big
Four firms in the region look to their own global
mobility programmes; I’m on secondment from
London. Qatar has been successfully promoting itself
on the world stage; it’s open, stable and flourishing.
Q What advice would you give new accountants?
A Acquire international experience. While emerging
markets provide great career opportunities, they
need people who can assimilate culturally, adapt
to local business practices and understand the
complexities of local and regional economies.

FAST FACTS

KPMG Qatar: Established for over 40 years, now
employing 140 people.
MESA network: More than 1,700 people at 14
locations throughout Middle East.

39 Practice The view
from Omar Mahmood
of KPMG, Doha; how
to make a difference
with entrepreneurial
business clients
35 Corporate The view
from Andi Lonnen of Andi
Lonnen Business Services;
what can go wrong when
you buy another business
45 Public sector The
view from Iain Hasdell of
the Employee Ownership
Association; has
privatisation worked for
Hinchingbrooke Hospital?;
government sizes up the
last of the family silver
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Dynamic adviser
When it comes to working with entrepreneurs, Maria Pinelli, Ernst & Young’s global vice
chair of strategic growth markets, knows how to make a difference
Maria Pinelli is sitting in Ernst &
Young’s global headquarters on London’s South Bank with the Thames and
the Palace of Westminster glittering
behind her. It’s the ideal backdrop for
a woman who is the perfect global citizen. She is clearly very bright, is fluent
in three languages (English, French
and Italian) and has an encyclopaedic
knowledge of entrepreneurial markets
around the world, not to mention the
ability to rattle off a string of impressive statistics at the drop of a hat.
But what is most striking is her
obvious passion for entrepreneurial
businesses. Her eyes light up as
she talks about them, the way most
people’s do when they are describing
their children (of which, incidentally,
she has two – plus a grandchild). ‘You
are operating in and on the business
rather than as an outside adviser,’ she
explains. ‘It really is a labour of love.’
Now, Pinelli holds the illustrious title
of EY’s global vice chair of strategic
growth markets. But her career was
not necessarily destined to head in
that direction. By her own admission,
she ‘didn’t fall into accounting easily’
despite being good at mathematics
and having strong analytical skills.
And as a newly qualified accountant,
she seriously considered leaving
the world of practice for a plum
job in industry because she wanted
more strategic work and a change
from audit. In the end, however, she
heeded the advice of her mother
whose philosophy was: ‘Never sell
the farm in winter’. So instead she
took on a special assignment that
involved the acquisition of a business,
negotiating the final purchase price
and helping to create the financing
behind it. ‘It was one of the most
exciting assignments I had been on,’
Pinelli recalls. ‘I’m so glad I stayed
with Ernst & Young. I’ve learned some
of the most critical operational and

process skills that are so important to
understanding business.’

Top of the ladder
To say that Pinelli hasn’t looked back
since making that formative decision is
an understatement. She has notched
up 26 years with EY and that special
assignment was the first rung on a
career ladder that has taken her to the
top of the advisory world for highgrowth businesses. Over the years, she
has helped entrepreneurs to expand
internationally, undertake capital
transactions and carry out initial public
offerings in Canada, China, the UK
and the US. She was made partner in
1997, less than 10 years after joining,
and in 2006 left Canada to take up the
role of EY’s Americas leader – strategic
growth markets, based in New York.
Here, she had responsibility for the
firm’s North American, South American
and Israeli entrepreneurial practices,
a role she describes as ‘working with
tomorrow’s market leaders today’.
Since 2011, she has been based in
London with a global remit.
The turnover among the constituents
of the indices listing the world’s most
valuable companies is surprisingly high.
More than 55% of the global Forbes
2000 list (the pre-eminent ranking of
the world’s biggest public companies)
turns over every five years while the
FTSE 350 has turned over 50% since
2008 and in Bombay the top public
companies turn over at a rate in excess
of 90%. ‘The market leaders of today
are not the leaders of tomorrow and
change is inevitable,’ observes Pinelli.
EY’s strategic growth markets practice
is focused on working with new entrants
to indexes around the world before they
become market leaders. Many of the
internet giants that feature in Fortune
magazine’s Most Admired companies
list are clients that the firm has
nurtured to date.

Working with entrepreneurial
companies, often in emerging markets,
sounds pretty exciting (and it generally
is) but it is also a challenge. ‘We have
to think globally and act locally,’ says
Pinelli. ‘We can’t lose sight of the fact
that our business is done every day
on the ground in communities, with
people and with clients.’
Entrepreneurs also face myriad
challenges themselves, as Pinelli
points out. They want to maintain their
entrepreneurial spirit and innovation
while sustaining their growth and
building processes, infrastructure and
controls to support that growth. Then
there are the questions of where and
how to grow ‘because the choices
are abundant’. She cites access to
capital and the right use of capital as
particular issues in the current economic
climate. Then there is the search for
talent – people who will bring with them
industry expertise and the ability to
take innovative ideas and turn them into
actionable services and products.

Cultural sensitivity
Entrepreneurs from developed markets
also have plenty of hurdles to jump when
looking to expand their businesses into
the developed world. ‘It’s naïve to think a
Western company can just drop into an
emerging market and teach it about the
Western way to be successful,’ observes
Pinelli. ‘Everything from research and
development, to customer insight, to the
business model has to be developed with
a local lens.’ She believes that Western
entrepreneurs have plenty to learn from
their peers in the developing world, not
least techniques for delivering products
and services to the masses at a low
price. ‘How they innovate is different,’
she says. ‘It’s a concept we call frugal
innovation.’
And expansion into new markets
doesn’t just work in one direction.
‘Emerging markets are coming into
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The CV
2011

Appointed global vice chair of
strategic growth markets at EY,
based in London.

2006

Moved to New York to take up the
role of Americas leader – strategic
growth markets.

1997

Made a partner in the Canadian
practice of Ernst & Young (Worked in
Hamilton, Toronto and Vancouver).

developed markets and taking over,’
says Pinelli. ‘Already we are seeing
the influence of the emerging market
buyer in the big brands now.’ She says
the countries to watch in future are
the BRIC economies of Brazil, Russia,
India and China, as well as the next
tier of emerging markets including
Indonesia, Vietnam, Thailand and
Turkey, which are showing excellent
growth projections. ‘Africa is a very hot
market,’ she points out. ‘Seven African
countries are among the 10 fastestgrowing economies.’
Turning to the business sectors
that are set to perform best over the
next decade, Pinelli says: ‘We are very
bullish on real estate and infrastructure.
In the developed economies, we are
seeing those markets come back. We
are also bullish on healthcare and the
need for more innovative services.’ She
points out that retirement facilities are
set to become big business in China
where the one-child policy means
that families can no longer take care
of ailing parents. She also says that
technology is important because it will
drive innovation in financial services
and mobile, while clean technology and
sustainability will impact on energies.

Pinelli oversees EY’s prestigious
Entrepreneur Of The Year programme,
which was established in 1986 to
celebrate successful entrepreneurs,
so that they could share their stories,
inspire others and receive the
recognition they deserve. Globally,
EY commits more than US$100m
annually to entrepreneurship. ‘We
are committed to advising, guiding
and recognising the world’s best
entrepreneurs,’ says Pinelli, ‘because
they use their fresh thinking and hard
work to create positive social change –
bringing new concepts and products to
market, and creating jobs and wealth.’
In 2008, Pinelli founded EY’s
Entrepreneurial Winning Women
programme after noticing that few
women ever featured in Entrepreneur
Of The Year. A keen advocate of
encouraging women to achieve in
business (on a personal level, she
supports quotas to get more women
onto company boards), she’s surprised
that it took her many years to get
round to it. ‘I don’t know what took me
so long,’ she reflects now.

Drive, determination, passion
Female entrepreneurs tend to have

1986

Joined Clarkson Gordon, an Ernst &
Young predecessor firm, in Hamilton,
Ontario after studying commerce and
French at McMaster University.
drive, determination, passion and
vision, notes Pinelli. They are also
more willing than men to give up the
economic comfort of certainty to
aspire to something uncertain. ‘Women
entrepreneurs do very well. They tend to
pay down debt quicker, hire more and,
according to some early research, be
more transparent,’ she adds. By 2028,
women will control around 75% of
discretionary spend worldwide and they
already own approximately a third of all
businesses in the world, nearly half of
which are in developing markets.
Over the next decade, the impact
of women on the global economy (as
producers, entrepreneurs, employees
and consumers) will be at least
as significant as that of the huge
populations of China and India, if not
more so.
Tapping into women’s economic
potential would be the equivalent of
having an extra billion individuals
in business and in the workforce,
contributing to the global economy and
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‘WOMEN TEND TO PAY
DOWN DEBT QUICKER,
HIRE MORE AND,
ACCORDING TO SOME
EARLY RESEARCH, BE
MORE TRANSPARENT’
stimulating growth, Pinelli explains.
But the challenge for women comes
with building scale. ‘They don’t think
big,’ Pinelli observes. ‘And they need
to think big. They need to work on the
business, not in the business. That’s a
key mind shift.’
Entrepreneurial Winning Women
is now in its sixth year. Through the
programme, EY identifies a select
group of female entrepreneurs with
established, successful businesses and
clear potential to scale – and then helps
them to do it. ‘Women who have been
part of our programme have grown
their sales by an average of 50% a year,’
Pinelli reveals with obvious satisfaction.
‘By providing the right information,
networks and guidance, we’re able
to help these talented women access
mentors, networks and capital. If women
started businesses with the same capital
as men, we would have six million more
jobs in the US alone.’ She continues:
‘We’ve had some phenomenal stories.
We’ve had scientists and women in
trucking, hazardous waste, energy and
consumer products.’
Pinelli is a keen user of social media

The tips
*
*
*

‘Always keep a positive attitude.
Fear, uncertainty and doubt can kill
your spirit.’
‘Have a passion for what you do,
but never let perfect get in the way
of great.’
‘If you’re an entrepreneur,
have a plan but know that plan will
change. Make sure that innovation is
at the core of everything you do so
that you can differentiate.’

*

‘If your business fails, try
again because it’s important to fail.
Most people don’t make it on their
first try.’

*

‘Surround yourself with the
right mentors. When choosing
advisers, make sure that they can
understand your plan.’

and has over 1,000 followers on Twitter.
She describes the site as her main
‘source of news’. ‘I love the fact that
I can get my news in 140 characters,’
she says. ‘It’s good for my breadth of
knowledge.’ Her advice for other users
is to ‘communicate something that’s
worth communicating about’.
Meanwhile, there’s no doubt that
Pinelli herself has plenty to say. In
fact, she’s a fountain of knowledge on

The basics
ENTREPRENEURS
AND EY

*

In 2012, EY’s international
network enjoyed combined revenues
of US$24.4bn and employed over
167,000 people around the world.

*
*
*

In 2012, the firm launched its
Global Centre for Entrepreneurship
and Innovation.
It has committed US$100m
annually to helping entrepreneurs.
The Entrepreneur of the Year
programme is held in more than
140 cities and over 50 countries
worldwide. The awards cover 94% of
the global economy.

entrepreneurs and owners of high-growth
businesses would probably struggle to
find a more passionate adviser.
‘Someone once said to me that you
can make a difference just by how you
show up,’ she reflects. And you can’t
help getting the feeling that Maria
Pinelli is a woman who has made a big
difference over the years.
Sally Percy, journalist

DATA PAGE
Bank Base Rates

Date
7.8.97
6.11.97
4.6.98
8.10.98
5.11.98
10.12.98
7.1.99
4.2.99
8.4.99
10.6.99
8.9.99
4.11.99
13.1.00
10.2.00
8.2.01
5.4.01
10.5.01
2.8.01
18.9.01
4.10.01
8.11.01
6.2.03

Rate
7.00%
7.25%
7.50%
7.25%
6.75%
6.25%
6.00%
5.50%
5.25%
5.00%
5.25%
5.50%
5.75%
6.00%
5.75%
5.50%
5.25%
5.00%
4.75%
4.50%
4.00%
3.75%

Retail Prices Index

Date
10.7.03
6.11.03
5.2.04
6.5.04
10.6.04
5.8.04
4.8.05
3.8.06
9.11.06
11.1.07
10.5.07
5.7.07
6.12.07
7.2.08
10.4.08
8.10.08
6.11.08
4.12.08
8.1.09
5.2.09
5.3.09

Rate
3.50%
3.75%
4.00%
4.25%
4.50%
4.75%
4.50%
4.75%
5.00%
5.25%
5.50%
5.75%
5.50%
5.25%
5.00%
4.50%
3.00%
2.00%
1.50%
1.00%
0.50%

Source: Barclays

Mortgage Rates
Date
1.6.01
1.9.01
1.10.01
1.11.01
1.12.01
1.3.03
1.8.03
1.12.03
1.3.04
1.6.04
1.7.04
1.9.04
1.9.05
1.9.06

Rate
7.00%
6.75%
6.50%
6.25%
5.75%
5.65%
5.50%
5.75%
6.00%
6.25%
6.50%
6.75%
6.50%
6.75%

June 2013

Figures compiled on 13 May 2013

Date
1.12.06
1.2.07
1.6.07
1.8.07
1.1.08
1.3.08
1.5.08
1.11.08
1.12.08
1.1.09
1.2.09
1.3.09
1.4.09
4.1.11

Rate
7.00%
7.25%
7.50%
7.75%
7.50%
7.25%
7.00%
6.50%
5.00%
4.75%
4.50%
4.00%
3.50%
3.99%

Existing Borrowers - Source: Halifax

January
February
March
April
May
June
July
August
September
October
November
December

1998
159.5
160.3
160.8
162.6
163.5
163.4
163.0
163.7
164.4
164.5
164.4
164.4

1999
163.4
163.7
164.1
165.2
165.6
165.6
165.1
165.5
166.2
166.5
166.7
167.3

13th January 1987 = 100

2000
166.6
167.5
168.4
170.1
170.7
171.1
170.5
170.5
171.7
171.6
172.1
172.2

2001
171.1
172.0
172.2
173.1
174.2
174.4
173.3
174.0
174.6
174.3
173.6
173.4

2002
173.3
173.8
174.5
175.7
176.2
176.2
175.9
176.4
177.6
177.9
178.2
178.5

2003
178.4
179.3
179.9
181.2
181.5
181.3
181.3
181.6
182.5
182.6
182.7
183.5

2004
183.1
183.8
184.6
185.7
186.5
186.8
186.8
187.4
188.1
188.6
189.0
189.9

2005 2006
188.9 193.4
189.6 194.2
190.5 195.0
191.6 196.5
192.0 197.7
192.2 198.5
192.2 198.5
192.6 199.2
193.1 200.1
193.3 200.4
193.6 201.1
194.1 202.7

2008
4.1%
4.1%
3.8%
4.2%
4.3%
4.6%
5.0%
4.8%
5.0%
4.2%
3.0%
0.9%

2009
0.1%
0.0%
-0.4%
-1.2%
-1.1%
-1.6%
-1.4%
-1.3%
-1.4%
-0.8%
0.3%
2.4%

2010
3.7%
3.7%
4.4%
5.3%
5.1%
5.0%
4.8%
4.7%
4.6%
4.5%
4.7%
4.8%

2011
5.1%
5.5%
5.3%
5.2%
5.2%
5.0%
5.0%
5.2%
5.6%
5.4%
5.2%
4.8%

2012
3.9%
3.7%
3.6%
3.5%
3.1%
2.8%
3.2%
2.9%
2.6%
3.2%
3.0%
3.1%

2013
3.3%
3.2%
3.3%

Source: ONS

HM Revenue & Customs Rates
“OFFICIAL RATE”*

Effective Date
6.3.99
6.1.02
6.4.07
1.3.09
6.4.10

Rate
6.25%
5.00%
6.25%
4.75%
4.00%

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

INTEREST ON UNPAID / OVERPAID
INHERITANCE TAX

Effective Date
27.1.09
24.3.09
29.9.09

Rate
1.00%/1.00%
0.00%/0.00%
3.00%/0.50%

INTEREST ON LATE PAID
INCOME TAX, CGT, STAMP DUTY
AND STAMP DUTY RESERVE

Effective Date
6.12.08
6.1.09
27.1.09
24.3.09
29.9.09

Rate
5.50%
4.50%
3.50%
2.50%
3.00%

INTEREST ON OVERPAID
INCOME TAX, CGT, STAMP DUTY
AND STAMP DUTY RESERVE

Effective Date
6.11.08
6.12.08
6.1.09
27.1.09
29.9.09

Rate
2.25%
1.50%
0.75%
0.00%
0.50%

w.e.f. 6.3.09
0.00% (0.00%)
0.00% (0.00%)
0.75% (0.00%)
0.75% (0.00%)
0.75% (0.00%)
0.75% (0.00%)

w.e.f. 6.2.09
0.00% (0.00%)
0.00% (0.00%)
1.00% (0.50%)
1.00% (0.50%)
1.00% (0.50%)
0.75% (0.25%)

w.e.f. 9.1.09
0.00% (0.00%)
0.00% (0.00%)
1.50% (0.75%)
1.25% (0.50%)
1.25% (0.50%)
1.25% (0.50%)

Encashment rates shown in brackets. Above rates are paid gross but are liable to tax.

Late Payment of Commercial Debts
From
1.7.11
1.1.12

To
31.12.11
30.6.12

Rate
8.50%
8.50%

From
1.7.12
1.1.13

To
31.12.12
30.6.13

Rate
8.50%
8.50%

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

LIBOR
January
February
March
April
May
June
July
August
September
October
November
December

2010
0.62%
0.64%
0.65%
0.68%
0.71%
0.73%
0.75%
0.73%
0.74%
0.74%
0.74%
0.76%

2011
0.77%
0.80%
0.82%
0.82%
0.83%
0.83%
0.83%
0.89%
0.95%
0.99%
1.04%
1.08%

2012
1.08%
1.06%
1.03%
1.01%
0.99%
0.90%
0.74%
0.68%
0.60%
0.53%
0.52%
0.52%

2013
0.51%
0.51%
0.51%
0.50%

3 MONTH INTERBANK - closing rate on last day of month

2009
210.1
211.4
211.3
211.5
212.8
213.4
213.4
214.4
215.3
216.0
216.6
218.0

Courts
ENGLISH COURTS

2009
-1.7%
-5.7%
-1.1%
1.7%
0.9%
1.1%
0.3%
0.3%
0.9%
0.7%
0.8%
0.7%

January
February
March
April
May
June
July
August
September
October
November
December

2010
217.9
219.2
220.7
222.8
223.6
224.1
223.6
224.5
225.3
225.8
226.8
228.4

Whole GB economy unadjusted
*Provisional

2010
0.6%
5.2%
6.6%
0.4%
1.1%
2.1%
1.8%
2.1%
2.3%
2.1%
2.1%
1.3%

2011
229.0
231.3
232.5
234.4
235.2
235.2
234.7
236.1
237.9
238.0
238.5
239.4

2012 2013
238.0 245.8
239.9 247.6
240.8 248.7
242.5
242.4
241.8
242.1
243.0
244.2
245.6
245.6
246.8

Source: ONS

2011
4.3%
1.0%
2.4%
2.5%
2.4%
3.4%
3.1%
2.1%
1.8%
2.1%
2.1%
2.0%

2012
0.1%
0.7%
0.9%
2.4%
1.8%
1.4%
1.6%
2.3%
1.8%
1.3%
1.3%
1.3%

2013
1.1%
-0.2%*

2011
522.6
523.3
524.8
525.3
525.4
529.6
533.1
524.6
525.5
531.8
520.4
510.7

2012
514.2
514.3
528.9
521.7
523.6
528.3
526.3
518.5
519.3
517.2
521.1
524.0

2013
519.8
524.3
530.6
540.6

Figures include bonuses and arrears
Source: ONS

House Price Index
2009
517.2
515.3
508.3
508.6
520.7
514.0
520.1
524.1
533.5
535.4
536.0
541.3

January
February
March
April
May
June
July
August
September
October
November
December

2010
535.7
537.2
543.1
552.7
547.6
538.5
544.8
546.6
529.6
534.9
528.4
522.7

All Houses (January 1983 = 100)

Exchange Rates

Certificates of Tax Deposit
up to £100K
£100K+ 0-1 mth
£100K+ 1-3 mth
£100K+ 3-6 mth
£100K+ 6-9 mth
£100K+ 9-12 mth

2008
209.8
211.4
212.1
214.0
215.1
216.8
216.5
217.2
218.4
217.7
216.0
212.9

% Change Average Weekly Earnings

% Annual Inflation
January
February
March
April
May
June
July
August
September
October
November
December

2007
201.6
203.1
204.4
205.4
206.2
207.3
206.1
207.3
208.0
208.9
209.7
210.9

2007
2008
2009
2010
2011
2012
2013

YEN
233
198
142
142
133
132
143

MARCH
US$ SFr
1.97 2.39
1.99 1.97
1.43 1.63
1.52 1.60
1.60 1.47
1.60 1.44
1.52 1.44

Source: Halifax
on last working day

€
1.47
1.25
1.08
1.12
1.13
1.20
1.18

2007
2008
2009
2010
2011
2012

DECEMBER
YEN US$ SFr
222 1.99 2.25
130 1.44 1.53
150 1.61 1.67
127 1.57 1.46
120 1.55 1.45
139 1.62 1.48

€
1.36
1.04
1.13
1.17
1.20
1.23

Income Support Mortgage Rate
Effective Date Rate

Effective Date Rate

Effective Date Rate

17.12.06
18.2.07
17.6.07

12.8.07
13.1.08
16.3.08

18.5.08
16.11.08
1.10.10

6.58%
6.83%
7.08%

7.33%
7.08%
6.83%

6.58%
6.08%
3.63%

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

SCOTTISH COURTS

Judgment Debts: High Court (& w.e.f. 1.7.91 County Courts) 8% w.e.f. Decrees: Court of Session & Sheriff Courts 8% w.e.f. 1.4.93 (previously
15% w.e.f. 16.8.85).
1.4.93 (previously 15% w.e.f. 16.4.85).
Funds in Court: Special Rate (persons under disability) 0.5% w.e.f.
NORTHERN IRISH COURTS
1.7.09 (previously 1.5% w.e.f. 1.6.09). Basic Rate (payment into court) Judgment Debts: High Court: 8% w.e.f. 19.4.93 (previously 15% w.e.f.
0.3% w.e.f. 1.7.09 (previously 1% w.e.f. 1.6.09).
2.9.85). County Court 8% w.e.f. 19.4.93 (previously 15% w.e.f. 19.5.85).
Interest in Personal Injury cases: Future Earnings - none. Pain &
Interest on amounts awarded in Magistrate Courts 7% w.e.f. 3.9.84.
Suffering - 2%. Special Damages: same as “Special Rate” - see Funds
in Court above (½ Special Rate payable from date of accident to date ADMINISTRATION OF ESTATES
of judgment).
England & Wales: Interest on General Legacies: 0.3% w.e.f. 1.7.09
Interest Rate on Confiscation Orders in Crown & Magistrates Courts: (previously 1% 1.6.09). Interest on Statutory Legacies: 6% w.e.f.
1.10.83 (previously 7% w.e.f. 15.9.77).
same rate as applies to High Court Judgment Debts.

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

Data specially compiled for

by

the adviser’s portal

www.moneyfactsgroup.co.uk

The UK’s largest provider of savings and mortgage data

Tel: 01603 476 476
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INFRASTRUCTURE ‘WISHLIST’

The government’s Infrastructure Plan
is just a wishlist without funding
or, for most of the schemes, any
realistic prospect of construction,
says the House of Commons Public
Accounts Committee. ‘The Treasury’s
Infrastructure Plan is simply a
long list of projects requiring huge
amounts of money, not a real plan
with a strategic vision and clear
priorities,’ said committee chair
Margaret Hodge MP, who noted that
more than 200 individual projects
were said to be priorities. She added:
‘Most of the £310bn of investment
needed will come from the private
sector, with households shouldering
the cost through higher energy bills
and fares. The government may have
to use taxpayers’ money to attract
investors through direct grants,
guaranteed incomes or agreeing to
bear certain risks.’

Margaret
Hodge MP

CHARITY RATE RELIEF CHOP

Charity shops in Wales would lose
much of their existing rates relief under
proposals from an independent review.
Under the plans – which are out for
consultation – relief for larger charity
shops would be capped at 50%, down
from the current 80%. In addition,
relief could be restricted to properties
with a low rateable value. A tougher
qualifying criterion would be introduced
of ‘demonstrable social or community
benefit’. However, credit unions and
social enterprises, currently excluded
from the relief, would be eligible to claim
in future. The proposed reforms are
intended to protect commercial retailers
and are strongly opposed by charities.
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The view from:
Employee ownership: Iain Hasdell,
chief executive, Employee
Ownership Association
Q Do you support the
‘mutualisations’ of public
services such as MyCSP
and the Behavioural
Insights Team?
A There have been quite a
few, most of which have spun
out of the health service.
We support these spinouts
because of the significant
employee stake in them.
Q Will they achieve the full benefits of a mutual,
employee-owned business?
A I very strongly believe they will achieve
the benefits that their business plans have
set out to achieve; I am very close to this
as a member of the Mutuals Taskforce. All
the evidence is that spinouts overachieve
against objectives. So the service gets better
and the value for money for the commissioners
goes up.
Q What will be the financial benefits of
the programme?
A The financial benefits are mostly to do with
better value for money for the commissioners.
The spinouts must rely on public sector
contracts, at least initially, so this is about the
‘doing-more-for-less’ agenda. These spinouts
will achieve more for similar, and in some cases
less, funding.
Q How did you become involved in
employee ownership?
A I used to be a senior partner at KPMG, where
I examined competitiveness and productivity in
many parts of the UK economy. That is how I got
involved in employee ownership and my interest
grew from there.

FAST FACTS

£30bn: UK employee-owned businesses’
annual turnover.
‘Considerable’: Scope for public service
transformation through the formation of mutuals,
according to the Mutuals Taskforce.

45 Public sector The
view from Iain Hasdell of
the Employee Ownership
Association; has
privatisation worked for
Hinchingbrooke Hospital?;
government sizes up the
last of the family silver
35 Corporate The view
from Andi Lonnen of Andi
Lonnen Business Services;
what can go wrong when
you buy another business
39 Practice The view
from Omar Mahmood
of KPMG, Doha; how
to make a difference
with entrepreneurial
business clients
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Is the franchise medicine working?
In a bid to tackle its £40m deficit, Hinchingbrooke became the first NHS hospital to be
run by an independent provider. We explore whether the cure has been successful
Economies of scale have made the
financial going difficult for all small
district general hospitals in recent
years. But for Hinchingbrooke Hospital
in Cambridgeshire, when its deficit
hit £40m, finding a solution became
essential to avoid closure.

In 2006, Mark Millar, managing
partner of Millar Management
Associates and non-executive director
of Papworth Hospital NHS Foundation
Trust, was asked to look at why the
hospital was losing so much money.
Millar was to go on to become chief

Not everyone agrees with the route Hinchingbrooke has taken; a bandaged
toy bear is carried on a general protest against the privatisation of the NHS,
with a sticker that reads ‘Save our hospitals’

executive of Hinchingbrooke the
following year.
He attributed the causes to a number
of factors. The first was that
Hinchingbrooke had just opened an
impressive treatment centre, financed
under the private finance initiative (PFI),
on the assumption that it would attract
a significant number of patients who
would otherwise go elsewhere. ‘Those
activity assumptions weren’t realised,’
Millar told delegates at a recent ACCA
event in Cambridge. ‘As often happens,
in the period between when the plans
were agreed and the facility opened,
circumstances changed.’
However, the major contributor to the
hospital’s financial problems related to
changes in the mid-2000s to the way
that hospitals in the NHS were funded.
They had moved from an incremental
contract based on local prices and the
money received in the previous year to
a national tariff, so that everybody was
paid the same according to the
national average.
Every hospital in the country went
through an exercise of multiplying its
activities by the tariff to establish what
it was due under the new system.
Hospitals gaining under the new
arrangement were required to make
repayments to support other hospitals
that were losing funds to achieve an
eventual net zero sum gain across the
board. To avoid the destabilising effect
of huge amounts of money moving
around the NHS, a transitional period
of four years was agreed.
‘The problem was that
Hinchingbrooke had made a mistake in
its calculations,’ Millar explained. ‘So it
was giving money back that it had
never actually had the benefit of. That
accounted for most of the £40m. And
then there was a problem about unit
costs just being too high. But that was
a relatively small amount.’
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But by now solutions to the
hospital’s financial problems were
being explored. Despite the inevitable
political nervousness surrounding the
prospect of the public getting a whiff
– real or imagined – of a privatisation
agenda, a decision was reached to
advertise an operating franchise. In
October 2009 bids were requested, in
November 2011 Circle was appointed
preferred bidder, and on 1 February
2012 the franchise contract began.

Perpetuating uncertainty
‘The expectation was that the contract
would be signed fairly swiftly and the
franchise operation begin,’ Dean
Westcott, past CFO at Hinchingbrooke
and current CFO at West Essex Clinical
Commissioning Group, told ACCA
delegates. ‘But that didn’t actually
happen and it wasn’t very helpful,
because all it did was perpetuate the
uncertainty in the organisation. And
that led to all sorts of difficulties, not
least in recruiting to all disciplines
within the organisation.
‘During this period, we faced Chinese
walls. Circle clearly had its own plan and
vision on how it was going to meet its
aim of saving £311m over the 10 years
of its tenure, but we were fast
approaching the next contracting rounds
with our commissioners and we had to
start putting business plans in place.
‘But because those contracts hadn’t
been signed, we couldn’t be certain
what Circle’s plans were and we had to
very quickly get into a practical
working arrangement so that we could
understand the direction that Circle
wanted to try and move in.
‘We obviously had our own plan of
how we were going to deal with the
ongoing requirements in order to
provide the year-on-year 4% efficiency
requirement. So that was quite a
challenge. But I have to say that when
we did actually sit down around a table,
the ideas that the Hinchingbrooke
executive team were working on and
the ideas that Circle then had were not
terribly dissimilar.’
Under the terms of the contract that
was eventually signed, Circle was

‘THE EXPECTATION WAS THAT THE CONTRACT
WOULD BE SIGNED FAIRLY SWIFTLY AND THE
FRANCHISE BEGIN. BUT THAT DIDN’T HAPPEN’
required to continue to deliver the
services provided at Hinchingbrooke,
which remained an NHS hospital. Its
buildings and assets stayed in the NHS
and the hospital’s staff continued to be
employed by the NHS, retaining their
NHS terms and conditions.
When Circle took over, 1,200 of the
1,700 staff got together to draw up a
16-point transformation plan. That
plan included putting clinicians – ‘the
staff closest to patients’ – in
leadership roles. It also set a goal for
Hinchingbrooke to become one of the
top 10 district general hospitals in the
country within two years.
After six months, the company
boasted that major improvements had
been made at Hinchingbrooke. It
pointed to its rise up the NHS rankings
from one of the ‘lowest-graded
hospitals’ to fifth out of 46 in the
Midlands and East. Direct nursing
contact time with patients had been
significantly increased, £1.1m banked
from procurement savings and the
inaugural ‘friends and family
recommendation’ poll of 46 hospitals
placed Hinchingbrooke at the top.

Acid test
In terms of service enhancements and
patient experience, the future looked
promising for what some saw as an
acid test for large-scale private sector
involvement in the NHS.
Less encouragingly, however, the
Hinchingbrooke trust had generated an
in-year deficit of £4.1m by September
2012, which was £2.2m higher than
planned to that point.
As a November 2012 report from the
National Audit Office (NAO) noted, this
meant that the company would now
have to generate savings at an
‘unprecedented level’.
It added: ‘The final judgment on the
value for money of the franchise will

depend on how successfully Circle
makes the projected savings and
repays the cumulative deficit, while
maintaining clinical quality.’
In its February 2013 report, the
House of Commons Public Accounts
Committee was unforgiving: ‘We are
concerned that Circle’s bid was not
properly risk-assessed and that Circle
was encouraged to submit overly
optimistic and unachievable
savings projections.
‘While some financial and demand
risk has been transferred to Circle,
the NHS can never transfer the
operational risk of running a hospital,
leaving the taxpayer exposed should
the franchise fail.’
However, Circle’s recently published
accounts for 2012 show a brighter
picture, with the company’s investment
in Hinchingbrooke last year standing
at £3.7m. ‘That means we’ve reduced
the £10m deficit projected at the
beginning of the year to £3.7m,
and the taxpayer hasn’t had to pay
any of it,’ a spokesman for the
company points out, adding: ‘The
deficit reduction was two-thirds in
the first year, which is pretty
much unprecedented, and we’re
expecting to remove the deficit
altogether next year.’
There have also been further
improvements in key quality indicators,
with the hospital featuring in the top
10 (out of 46) for patient experience,
becoming cancer target-compliant for
the first time, and Care Quality
Commission-compliant for the first
time since inspections commenced.
Jill Wyatt, journalist
Mark Millar FCCA is an ACCA Council
member and Dean Westcott FCCA is
immediate past president of ACCA
and a Council member
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Sizing up the family silver
Mired in debt and with little sign of growth, pressure is mounting on the government to
embark on more privatisation. What, then, are the candidates for the auction block?
In chancellor George Osborne’s
Budget speech in March one word
stuck out by its very omission –
privatisation. Yet just days later, the
Financial Times reported the Treasury
was in negotiations to generate an
expected £3bn in capital receipts from
the sale of the government’s share
of the tri-national Urenco uranium
enrichment company.

Back on the agenda
It may be true that the easy – and
some not so easy – privatisations
have been completed but pressure is
mounting on the government to embark
on a new round of privatisations. Partly
this is because of the size of the debt
and deficit crisis, partly in the hope
that outsourced functions will operate
more cheaply and efficiently, and partly
because many in the Conservative
Party are determined to reduce the
size of the state still further.
The high profile of Margaret
Thatcher’s ceremonial funeral in April
also helped to give the privatisation
campaign a boost as the triumphs
of the former prime minister most
closely associated with the policy were
extensively rehashed.
Urenco is apparently at the top of
the list for privatisation, although the
Treasury did not respond to requests
for confirmation of the intended sale.
The UK owns a third of the business,
with the Dutch government owning
another third and German energy
companies RWE and Eon the rest.
Urenco is one of the few parts of the
nuclear energy business in which the
UK government retains an equity stake.
Given the state of the government’s
finances – public sector net debt was
£1,162bn at the end of February – it
should come as no surprise that asset
sales are on the agenda. A second
currently active disposal is a portfolio

of £900m of loans issued by the
Student Loans Company.
Royal Mail is another sale target,
having last year been separated from
the Post Office, which is itself to be
mutualised and staff given an
ownership stake in the business.
Goldman Sachs and Bank of America
Merrill Lynch were engaged at the end
of last year to advise on the Royal Mail
sale, which is expected to see staff
given a 10% ownership stake when the
business is privatised.

Institute, shows the extent to which
there remains a privatisation agenda in
parts of the Conservative Party. The
Adam Smith Institute strongly
influenced the Thatcher government
and the report’s author is Nigel
Hawkins, a former senior official at 10
Downing Street for Thatcher and senior
fellow at the institute.
The report proposed the privatisation
of dozens of public bodies, of varying
degrees of political controversy.
Possible sell-offs it listed include BBC

‘BEYOND RBS, LLOYDS, ROYAL MAIL AND URENCO, I
DON’T SEE A PRIVATISATION PROGRAMME ON THE
SCALE OF THE LAST CONSERVATIVE GOVERNMENTS’
The separation from the Post Office
was a key preparatory step for Royal
Mail’s privatisation, as was making
the business profitable. Royal Mail
reported an operating profit of
£144m on revenue of £4.4bn for the
half year ending September 2012.
All its main businesses are now
profitable, after several years of
focused business transformation.
The most desirable and rewarding
privatisations would be the
government’s stakes in banks RBS and
Lloyds Banking Group, which cost
£66bn to rescue. While some divisions
and activities – including portfolios of
RBS and Lloyds TSB branches and
RBS’s Direct Line insurance operation
– are being sold, this is largely the
result of demands from the European
Commission, implementing state aid
regulations. It had been hoped that
privatisations of the banks could begin
in 2014, but given the slow progress in
returning the banks to profit this now
looks unrealistic.
A 2010 report, Privatization Revisited,
from thinktank the Adam Smith

Worldwide, Channel 4, Scottish Water,
Network Rail, the remaining stateowned shipping ports, CDC (formerly
known as the Commonwealth
Development Corporation) and, in the
longer term, London Underground and
Northern Ireland Water. The report also
points to the book value of £337bn of
property assets held by government,
some of which might be sold.

A bold road
One possible asset sale flagged by the
institute, but not regarded seriously by
it, is the road network, although the
CBI supports the idea.
The CBI’s report Bold thinking: A
model to fund our future roads, published
at the end of last year, calculated that
the UK economy loses £8bn a year
through road congestion and that this
could rise to £22bn a year by 2025
without adequate improvement and
investment. The CBI proposes
introducing road-user charges in place
of road taxes, with the charges
controlled by a new independent
regulator. The user charges might over
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the longer term be supplemented by
additional tolls to attract private
investment and pay for borrowing.
CBI director-general John Cridland
argues: ‘With public spending checked,
the case for new funding solutions is
even more compelling and the
government recognises this.
Infrastructure matters to business, and
delivering upgrades to our networks is
one of the highest priorities for the CBI
to get the economy moving again.
‘It’s clear we need a gear change in
how we manage and pay for our road
network in the 21st century. A lack of
investment means we are really
struggling to increase road capacity, let
alone adequately maintain what we
already have.’
But while the government is
interested in road privatisation, Chris
Paton, a director in Deloitte’s corporate
finance advisory practice, doubts
whether the various piecemeal
proposals add up to a coherent and
realistic agenda that can address the
scale of public debt.
‘Beyond the sale of government’s
stakes in RBS and Lloyds TSB, the
proposed sale of Royal Mail and
possibly government’s stake in Urenco,
I don’t see there being a privatisation
programme on the scale of the last
Conservative administrations,’ says
Paton. ‘There are relatively few

government-owned businesses that
could easily be sold ahead of the
2015 general election. Equally there
are few businesses that, if sold, would
make a significant dent in the public
sector net debt.’

Greater involvement
He adds: ‘What I do see is the
increasing involvement of the private
sector in providing public services –
be it through a form of private sector
business partner arrangement, as
seen with Defence Infrastructure
Organisation; the retendering of the
rail franchises, which will return the

*RIGHT TO BUY

East Coast franchise to the private
sector; and continued support for the
public service mutuals programme.’
There are also signs that government
departments are looking keenly at
property asset disposals. Admiralty
Arch in London was recently sold for
£60m to a Spanish property
development company that wants to
convert it to a hotel. The Old War Office
in nearby Whitehall is also expected to
go on the market soon, with an asking
price of around £100m.
Paul Davies, a corporate finance
partner at PwC, believes that as well as
disposals of government property

One in three former council homes sold in the 1980s under the right to buy
legislation introduced by the Thatcher government is now owned by a private
landlord, according to a Daily Mirror investigation. Most of those homes are
now let at above social housing rents, with a large proportion of those rents
subsidised by taxpayers through housing benefits, the Mirror reports. The
transfer of properties from public to private ownership has contributed to a
doubling in size of the private rented sector in the past decade.
In many cases, right-to-buy purchasers bought the leasehold of flats, with
the council retaining freehold ownership. This enabled the Mirror to use the
Freedom of Information Act to find the percentage of leasehold properties
bought under right to buy that are now owned by absentee landlords.
In the borough of Kingston 46% of leaseholds are owned by absentee
owners; in Kensington and Chelsea, the figure is 43%; in Nottingham it is 42%.
While the right to buy has enabled many long-term social housing tenants to
become owner-occupiers, it has also contributed to a significant increase in
taxpayer subsidies to private landlords in the form of housing benefit.
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assets, there could be increased
pressure on local authorities to engage
in sale and leaseback arrangements of
their office accommodation. This will
reflect a trend towards re-evaluating
existing business models and to
restructure operations to generate
capital receipts.
‘When you are selling assets unless
they are positive revenue generators
you won’t get much positive return
from them,’ Davies stresses. ‘There are
still things to sell, but it’s slightly hard
work,’ he adds, pointing to the
difficulties in restructuring public
sector activities.
While some observers speculate that
the roads network could be sold for
£90bn to £100bn, the reality is, says
Davies, that it has no value to a
potential buyer unless it can be
restructured to produce a revenue
stream. ‘Railtrack was only able to be
sold because of the revenue streams
created under franchising,’ he explains.

Costs not capital
Today, suggests Davies, the focus on
privatisations is increasingly on
reducing revenue costs rather than
generating capital receipts. ‘The
question is much more about whether
there are things that would be much
better served by the private sector
delivering it. Should we be running
hospitals or courts? Should we own the
student loan book when the
opportunity costs are so high?’
Davies believes that it is clear from
experience that privatisation works in
cases like the utilities, where there is
certainty, clear rules and a regulator,
with this framework leading to
competition and investment that
benefit consumers. But privatisation
has failed to work where the
government has sought flexibility from
contractors that involves repeatedly
changing requirements, as with the
outsourcing of major IT projects.
Yet even if the privatisation agenda
today is much smaller than it was in
the 1980s, in one respect Conservative
ministers are trying to connect directly
with the past. Almost two million social
housing tenants bought their homes
under the right-to-buy programme that

Margaret Thatcher at the
1983 Conservative Party
conference at the height
of her power

A HISTORY OF PRIVATISATIONS
*1981
British Aerospace

1983 Associated British Ports
1984 British Telecom
1986 British Gas
1987 British Airways
1987 British Airports Authority
1989 English and Welsh regional water companies
1990 English electricity companies
1993 British Rail
Thatcher introduced in the 1980s. This
was described by housing academics
Ray Forrest and Alan Murie as ‘the
biggest privatisation of them all’.
Under Labour, the right to buy
became less important, with purchase
incentives cut back. Now, though, the
government is keen to accelerate it
again, supported by much stronger
incentives announced in the Budget.
More social housing tenants are to be
able to buy their homes, with the
tenancy qualification period dropping
from five years to three and the
maximum discount cash cap in London
rising to £100,000 from £75,000 –
itself a big increase from the cap under
Labour, which ranged from £16,000 to
£38,000. The additional capital receipts

– projected in the Budget papers at
£185m to the end of the 2017/18 year–
will be used to pay down housing debt
and help finance new home building.
Whether the right to buy is an
example of successful privatisation
that supports an aspirational society,
or merely undermines a socially
important public sector role while
indirectly boosting the private rented
sector is a political faultline between
right and left. But the right-to-buy
revival does underline the reality that
privatisations are returning to the
headlines – and that many Conservative
politicians will very happily invoke the
memories of Thatcher in doing so.
Paul Gosling, journalist

Technical update
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Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly
round-up of the latest developments in financial reporting, audit, tax and law
appropriateness of
* the
the suggested

FINANCIAL REPORTING
IFRS FOR SMES
The latest update on support
made available by the IFRS
Foundation on IFRS for SMEs
can be found at www.ifrs.
org. It includes the latest
translations and educational
material for you to take and
use. The training material
on IFRS for SMEs, Module 19
– Business Combinations and
Goodwill, has been updated.
It provides guidance and
training and tests knowledge
with a short multiple-choice
question section. Details on
the UK’s standards can be
found at www.accaglobal.
com/uk/members/technical
PUBLIC SECTOR
The International Public
Sector Accounting
Standards Board (IPSASB)
has issued Conceptual
Framework Exposure Draft
4, Conceptual Framework for
General Purpose Financial
Reporting by Public Sector
Entities: Presentation in
General Purpose Financial
Reports. The exposure draft
(ED) builds on the earlier
work in the development of
International Public Sector
Accounting Standards and
Recommended Practice
Guidelines and aims to
define the concepts to be
applied when presenting
general purpose financial
reports. Proposals and areas
to consider and comment
on are:

descriptions of
‘presentation’, ‘display’
and ‘disclosure’, and how
they interact;
the identification and
interaction of three
presentation decisions
(selection, location and
organisation);
the approach in arriving
at presentation decisions;
the description of
information in the
financial statements and
general purpose
financial reports.
The ED is open for public
comment until 15 August
and can be found at http://
tinyurl.com/ed-ifac

*
*
*

SOLICITORS
The Solicitors Regulation
Authority (SRA) is consulting
on what it describes as
‘a second round of “red
tape initiatives”,’ aimed at
‘cutting back on bureaucracy
in line with a risk-based
approach to regulation.’ It
proposes that any changes
would be implemented in
the October 2013 update of
the SRA Handbook. You can
find the consultation at www.
sra.org.uk
The April update of the
SRA Handbook incorporated
10 proposals resulting from
the first round of the Red
Tape Initiative. There were
no significant changes to the
SRA Accounts Rules 2011.
However, changes reflecting
the SRA’s relocation have
been made to the form of
accountant’s report at
Appendix 5. You can find a
summary of the changes to
the handbook at www.

accaglobal.com/uk/
members/technical
INTERNAL CONTROL
In its publication
International Good Practice
Guidance: Evaluating and
Improving Internal Control
in Organizations, the
International Federation
of Accountants states that
‘Internal control is a crucial
aspect of an organisation’s
governance system and
ability to manage risk.
It is also fundamental to
supporting the achievement
of an organisation’s
objectives and creating,
enhancing and protecting
stakeholder value.’ The
importance of establishing
and maintaining high-quality
internal control reinforces an
organisation’s commitment
to ethics and governance,
and the guidance states
that effective internal
control ‘creates a
competitive advantage,
as an organisation with
effective controls can take
on additional risk’ and
‘can actually save time and
money’ and promote ‘the
creation and preservation
of value’.
The statements in the
guidance are backed by
practical support that aims
to help answer key
questions. The guidance
lists these questions as:
What should the scope of
internal control be?
Who should be responsible
for internal control?
How should controls be
selected, implemented
and applied?
How can internal control
be better integrated into

*
*
*
*

the DNA of the
organisation?
How should the
organisation report on
internal control
performance?
It can be found at http://
tinyurl.com/eval-ifac

*

TAX
GIFT AID
Guidance has been
published on how the
scheme works and the
conditions that apply.
The scheme:
allows eligible charities
and Community Amateur
Sports Clubs (CASCs) to
claim top-up payments
on up to £5,000 of
small cash donations in a
tax year;
applies to cash donations
of £20 or less;
applies to cash
donations received after 6
April 2013; and
has simplified recordkeeping requirements.
The guidance can be
found at http://tinyurl.com/
hmrc-gift

*

*
*
*

CLASS 2 NIC
HMRC is sending payment
requests for outstanding
Class 2 National Insurance
contributions. HMRC states
that ‘the payment requests
also say that not paying
may mean HMRC will
collect the debt through
their PAYE code from April
2014 or pass it to a private
debt collection agency for
recovery.’ It also states
that ‘if you’re an agent
whose client is no longer
self-employed they may not
owe HMRC Class 2 National
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Insurance contributions.
Check your clients’ payment
requests and let HMRC know
if they’re wrong.’

*IR 35

Assuming that the Finance Bill remains unchanged and receives Royal Assent, IR35
tax legislation will be extended to office-holders for the 2013-14 tax year. This change
applies where an individual supplies their services via an intermediary to perform the
duties of an office from and including 6 April 2013. The draft clause amends the part
of ITEPA 2003 that contains the IR35 provisions. In particular, the clause replaces
section 49 (1) (c) so that the IR35 legislation will apply where:
A an individual (‘the worker’) personally performs, or is under an obligation personally
to perform, services for the purposes of a business carried on by another person
(‘the client’),
B the services are provided not under a contract directly between the client and the
worker but under arrangements involving a third party (‘the intermediary’), and
C the circumstances are such that:
i if the services were provided under a contract directly between the client and the
worker, the worker would be regarded for income tax purposes as an employee of
the client or the holder of an office under the client, or
ii the worker is an office-holder who holds that office under the client and the services
relate to the office.
As highlighted in last month’s Accounting and Business, HMRC’s FAQs on the area provide
example scenarios, including the following: a non-executive director who also provides
consultancy services to an organisation will always be subject to IR35 for National
Insurance contributions and will be brought under IR35 for tax from 6 April 2013 when
performing their duties as holder of the office of non-executive director. However, IR35 will
not apply to the consultancy services, unless they are provided in circumstances when the
worker would be regarded as an employee if they had been engaged directly by the client.
The FAQs go on to state that ‘prior to 6 April 2013 the IR35 tax legislation only applied
to office-holders when a worker would also have been regarded as an employee if
engaged directly by the client. Therefore if the worker’s only relationship with a client was
as an office-holder, then the IR35 tax rules do not apply for any services performed before
6 April 2013.’ Further details and how you can comment on this at www.accaglobal.com/
uk/members/technical

REPAIRS AND RENEWALS
HMRC has issued Revenue
and Customs Brief 05/13,
Direct tax: Guidance on
repairs and renewals of assets,
its draft guidance on what
is a repair for direct tax
purposes. HMRC states
that the guidance will be
included in the Business
Income Manuals (BIMs) later
in the year and that it will
also issue further guidance
for tax professionals. The
draft changes to BIMs can
be found at www.accaglobal.
com/uk/members/technical
RESIDENCE
A series of articles is
available for you to take and
use. They provide guidance
on the following:
the new legislation on
residence and domicile;
the abolition of the
concept of ordinary
residence and its
continued relevance;
what qualifies as a
remittance; and
the relevance and use of
double tax agreements.
They can be found at
www.accaglobal.com/uk/
members/technical

*
*
*
*

INSOLVENCY
HMRC has reissued Notice
700/56, Insolvency. It
explains HMRC’s treatment
of insolvent businesses
and the procedures it asks
insolvency practitioners
to follow.
The notice is effective now
and replaces the short-lived
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HMRC has issued an Excise Information Sheet relating to
Croatia’s accession to the European Union next month

March 2013 edition. The
changes are a rewording of
section 17 which refers to
Law of Property Act (LPA)
receivership. Details at
www.accaglobal.com/uk/
members/technical
IHT QUOTED SECURITIES
Where an estate includes
quoted securities and they
are sold within a 12-month
period after the death,
the value, if less, can be
substituted. The list of
recognised stock exchanges
has been updated and the
following have been added:
With effect from 25 April
2013 the ICAP Securities
& Derivatives Exchange
Ltd (ISDX)
With effect from 18
January 2013 the
European Wholesale
Securities Market
A full list of recognised
stock exchanges and details
of interaction with other tax
areas can be found at
http://tinyurl.com/hmrc-sec

*
*

CROATIA
Excise Information Sheet
(13) 04, Accession of Croatia
to the European Union on 1
July 2013 and its effect on the
exportation and importation
of excise goods, considers
the treatment of imports
and exports around the

accession date. http://
tinyurl.com/hmrc-croatia
SDLT TOGC CLAIM
Following the Tax Tribunal
decision in Robinson Family
Ltd [2012] UKFTT 360 (TC),
TC02046, HMRC issued
Revenue & Customs Brief
30/12 (see www.accaglobal.
com/uk/members/technical)
and invited claims. It has
now issued Revenue &
Customs Brief 08/13 which
provides guidance on the
adjustment of Stamp Duty
Land Tax (SDLT). HMRC
states that ‘there may be
situations where for a variety
of reasons, not just those
discussed in Brief 30/12, tax
was charged on the grant of
an interest in land when in
fact the transaction qualified
as the transfer of a going
concern (TOGC), and no VAT
was chargeable. This would
have resulted in SDLT being
assessed on a VAT-inclusive
value rather than a VATexclusive one. If a business
believes that it has overpaid
SDLT on such a transaction,
it may make a claim for
overpayment relief.’
PENSION CONSULTANTS
In Revenue & Customs Brief
09/13, VAT: Corporate
pensions – FSA’s Retail
Distribution Review –

treatment of ‘consultancy
charges’ for services supplied
to employers, HMRC states
that ‘businesses (such as
EBCs [employee benefit
consultants]) that advise
and assist employers and/
or employees in connection
with contract-based group
personal pension plans’ in
the majority of cases should
be charging VAT on the
service they supply.
It states that ‘businesses
that advise and assist
employers in relation to the
setting up and/or ongoing
administration of group
personal pensions should
charge standard-rated VAT
to employers on services
provided to them in return
for “consultancy charges” or
other fees’ and that ‘in order
to fall within the finance or
insurance exemptions, it is
necessary for the provider to
act as an intermediary (or
one of the intermediaries)
between the individual
employees and the pension
provider with a view to the
conclusion of an individual
pensions contract.’ We know
that many consultants are
altering the way they charge,
so if you work with
consultants, highlight that
the way that they provide
and charge for services will
impact the VAT treatment.

You can see more at www.
accaglobal.com/uk/
members/technical
DISCLOSURE FACILITIES
Details of new and existing
disclosure facilities and
campaigns, including
notification and disclosure
timeframes, can be found
at www.accaglobal.com/uk/
members/technical

LAW AND FINANCE
TRADE SECRET
The Intellectual Property
Office publishes a monthly
update, IP Insight. The latest
update includes a useful
read, ‘Keeping a Trade
Secret’ – a reminder that
trade secrets are a very
useful form of protection
but that the risk of loss is
significant. It also looks at
the physical, technical and
legal barriers that can be
put in place. You can find
links via www.accaglobal.
com/uk/members/technical
ENGAGEMENT LETTERS
Engagement letters should
be updated for societies
registered under the Friendly
Societies Act 1974 and/
or under the Industrial and
Provident Societies Act
1965, and for credit unions
to reflect the change brought
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*COMPUTER USE POLICIES

The Information Commissioner report, Bring your own
device, highlights that the increasing use by employees
of their own devices at work raises a number of data
protection concerns. It states that this is because
‘the device is owned by the user rather than the data
controller’.
The report also highlights that:
It is crucial that the data controller ensures that
all processing for personal data which is under his
control remains in compliance with the Data
Protection Act.
Protecting data in the event of loss or theft of the
device will need to be considered but not to the
exclusion of other risks.
Data controllers must also remain mindful of the
personal usage of such devices, and measures used to
protect personal data must remain proportionate to,
and justified by, benefits that will be delivered.
You can find a link to the report at www.accaglobal.
com/uk/members/technical
Also, the ACCA suite of Employment Law factsheets
have been updated to reflect recent case law. They
include revised pro-forma contracts of employment and
computer usage policies.
You can find the suite of factsheets at http://www2.
accaglobal.com/members/publications/technical_
factsheets

*
*
*

about by the Financial
Services Act 2012 (see last
month’s ‘Technical update’,
page 69).
The Financial Conduct
Authority (FCA) is
responsible for registration
and annual returns,
having taken over from the
FSA, and engagement
letters should reflect
this change.
Engagement letters for
credit unions should also
reflect that they fall within
the supervisory powers of
the Prudential Regulation
Authority (PRA).
You can find guidance
issued by the FCA for mutual
societies, as well as updates
to ACCA engagement letters,
at www.accaglobal.com/uk/
members/technical
CREDIT UNIONS
Credit unions should change
letters and emails to reflect
the change in authorising
body brought about by
the Financial Services Act
2012. The wording should
state: ‘Authorised by the
Prudential Regulation
Authority and regulated
by the Financial Conduct
Authority and the Prudential
Regulation Authority.’ The
Prudential Regulation
Authority (PRA) has stated
that ‘there is a transitional
period of 12 months from
1 April 2013 to allow credit
unions to use up old stocks
of stationery and make
suitable arrangements to
include the new wording’
but have also advised that
emails should be amended
immediately. You can find
the guidance at http://
tinyurl.com/pra-credit

SCOTTISH INDEPENDENCE
The Office of the Scottish
Charity Regulator has
published guidance for
trustees to help them
understand how they
can participate in the
Scottish referendum on
independence. It reminds
trustees of four basic charity
principles:
A charity must not carry
out political activity if its
governing document
prohibits this.
Charities must only
advance their charitable
purposes.
Charities must not
advance a political party.
Charity trustees have a
duty to act only in the
charity’s interests.
You can find the guidance
at http://tinyurl.com/
scot-ref

*
*
*
*

COMPANY ARTICLES
Companies House has
updated the model articles
for companies to remove the
clauses that ‘provided that
a director’s appointment
could be ceased if “by
reason of that person’s
mental health, a court
makes an order which
wholly or partly prevents
that person from personally
exercising any powers or
rights which that person
would otherwise have”.’
It states that this change
applies to incorporation or
where companies change
to model articles but that
they ‘will not apply to
companies incorporated
prior to this date and there
is no requirement for those
companies to amend their
articles; however, they may
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wish to do so.’ Links to
the article can be found at
www.accaglobal.com/uk/
members/technical
COPYRIGHT
The Intellectual Property
Office (IPO) has produced a
short note that aims to clarify
the impact of the Enterprise
and Regulatory Reform Act
2013 on copyright. The
note looks at the use of
photographs and the rules for
‘orphan works’. It highlights
that the act will not remove
copyright for photographs
or any other works subject
to copyright, and that the
act will not allow anyone to
use a copyright work without
permission and free of
charge. It goes on to state
that ‘a licence will be needed
to use a work as an “orphan”.
This requires an applicant to
undertake a diligent search
for the copyright holder,
which the governmentappointed independent
authorising body will have
to verify, and then pay a fair
price for the licence.’
You can find a link to the
note, which the IPO states
will highlight ‘some of
the more common
misunderstandings of the
act’ in its myth and fact

information document, at
www.accaglobal.com/uk/
members/technical
‘SUPERFAST’ PATENT SERVICE
The Intellectual
Property Office has
issued a consultation to
introduce a ‘superfast’
patent processing
service. It highlights the
following features:
All stages of the patent
application process will
be accelerated with the
aim of granting a patent
within as little as 90 days.
The service will be
subject to a fee in the
region of £3,500 to
£4,000 (in addition to the
usual statutory
application fees). No
reasons for acceleration
will be required.
Granting within 90 days
will be dependent on the
applicant complying with
significantly shortened
deadlines and the
application meeting all
the usual necessary
legal requirements.
There will be a minimum
period of one month
between publication of
the application and grant
of a patent to allow third
parties to make

*
*

*

*

observations on
the patentability of
the invention.
As can happen with
existing acceleration
options which result in
early grant of a patent,
the search for some prior
art will be completed
after grant, and the
patent revoked or
amended if necessary.’
The consultation
concludes on 12 June 2013
and can be found at http://
tinyurl.com/ipo-superfast.
Guidance on tax on patents
can be found at www.
accaglobal.com/uk/
members/technical

*

GUIDE TO EFG
The Department for
Business, Innovation and
Skills has brought together
its material on the Enterprise
Finance Guarantee (EFG),
including eligibility, the
types of finance available,
a list of potential lenders,
details of the government
guarantee, information
on security and personal
guarantees, and application
materials. The section,
Understanding the Enterprise
Finance Guarantee, can be
found at accaglobal.com/
en/business-finance.htm

CYBER SECURITY
The Department for
Business, Innovation and
Skills has published a short
guide, Small businesses: What
you need to know about cyber
security. The guide provides
a starting point to help
establish a protection plan
by highlighting a number
of key questions that the
business should ask. It can
be found at http://tinyurl.
com/bis-cyber
An ‘Innovation Voucher’ is
also available from the
Technology Strategy Board.
Applications can be made
from now until 17 August.
These can be used ‘to
secure specialist consulting
and services to help:
Businesses looking to
protect new inventions
and business processes
Businesses looking to
‘cyber audit’ their
existing processes
Businesses looking to
move online and develop
a technology strategy
Business startups looking
to develop an idea into a
working prototype and
needing to build cyber
security into the business
from the very beginning.’
Details at https://vouchers.
innovateuk.org/cyber-security

*
*
*
*
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Tax breaks for tech innovators
Peter Denison-Pender FCCA explains how a quiet tax revolution is under way for
technology innovators that is going to change corporate behaviour in the UK

A foundation of new technology
tax incentives is now in place that
will transform the tax culture for
technology innovators in the UK.
The highest-profile new tax relief is
the ‘patent box’, which started in April
and allows a reduced 10% rate of
corporation tax on profits generated by
products incorporating patents. The
patent box is designed to promote the
commercialisation of UK innovation. It
is complementary to the research and
development (R&D) tax incentives
which encourage companies to
undertake their R&D in the UK.
Companies calculate their qualifying
patent box profit from qualifying
revenues derived from products
incorporating qualifying patents. This
process will require care and attention.
However, the forecast net benefit for
companies will be several percentage
points of earnings, which will definitely
catch the attention of CEOs.

Research and development
R&D tax relief was introduced in
2000, and has steadily increased in
generosity to help businesses invest in
new ideas and technologies.
In his March Budget, the chancellor
continued this trend by confirming a
new R&D credit for large companies
and increasing the payable rate to 10%
for R&D expenditure incurred after 1
April 2013. This new credit is known as
the R&D expenditure credit and is an
‘above the line’ credit when it comes to
the financial statements. It is designed

to make R&D relief more visible to
those making R&D budgeting and
investment decisions. It should also
provide better cashflow for companies
with no corporation tax liability, and
thus promote the UK as the preferred
location for multinational corporations
to site their R&D operations.
This improvement in the large
company R&D tax relief scheme follows
an increase in the rate of the SME R&D
tax credit from 175% to 225% in
Budget 2011.

investment in the production of
animation, high-end TV and video
games that would not necessarily
otherwise take place in the UK.
Both the additional deduction and
the payable credit for the new reliefs
are calculated with qualifying
expenditure comprising a maximum of
80% of total UK production costs. The
additional deduction is 100% of
qualifying expenditure and the payable
tax credit is 25% of qualifying
expenditure (so, effectively, the payable

THE NEW TAX FRAMEWORK AIMS TO INCENTIVISE
BY PARTICIPATION, RATHER THAN AVOIDANCE
As a result, there is now a coherent
policy to support all companies
that are investing in R&D and
commercialisation in the UK.
Companies are incentivised to spend
on R&D, and then incentivised again
to make profits by commercialising
the R&D.

Creative sectors
The creative industries have not been
left out because they can benefit from
new tax reliefs that also started in
April. Qualifying companies (from the
animation, video game and high-end
TV production sectors) can now choose
between an additional deduction of
qualifying expenditure or a payable tax
credit where they are loss-making.
These reliefs are modelled on film
tax relief and are designed to support

credit is a maximum 20% of total
production cost).
There are several other initiatives to
capitalise on the UK’s position as a
global centre of excellence in digital
media production, such as a new £15m
competition managed by the
Technology Strategy Board for digital
content production.

Technology investors
Meanwhile, individual investors are
being encouraged to support highrisk early-stage companies with
generous reliefs on the demand side
– for example, the extension of the
original capital gains tax holiday for
investors taking up the seed enterprise
investment scheme. Any investors
making capital gains in 2013/14 will
receive a 50% capital gains tax relief
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when they reinvest those gains into
seed companies in either 2013/14
or 2014/15. This is in addition to the
conventional 50% income tax and full
capital gains relief from the scheme.

Innovation triggers
All of this sits alongside smaller
initiatives, some direct, others indirect,
designed to kick-start more corporate
innovation in the UK, such as:
R&D capital allowances, with 100%
relief on eligible R&D capital
expenditure, complemented by the
tenfold increase (from £25,000 to
£250,000) in the annual investment
allowance to support capital
investment in the economy for two
years from 1 January 2013;
expanding the small business
research initiative, where small
businesses compete for initial
government contracts to develop
new ideas which might subsequently
turn into large-scale public sector
contracts. The value of contracts
awarded under the scheme is being
increased from £40m in 2012/13 to
over £100m in 2013/14 and over
£200m in 2014/15;
creating in partnership with industry
an Aerospace Technology Institute
(ATI) to provide £2.1bn of R&D
support to the aerospace sector
over seven years. The UK currently
has the second largest aerospace
sector in the world and the ATI is
designed to keep the UK in the
forefront of development of

*

*

*

next-generation aerospace
technologies;
new tax allowances for shale gas
and unconventional gas
technologies, and consulting on new
planning frameworks for these
emerging sectors.
And, of course, by April 2015 the
equalisation of UK corporation tax at
20% means that the UK will not only
have the joint lowest rate of
corporation tax in the G20, but a rate
that is significantly lower than that in
France, Germany, Japan and the US.
Finally, this is all linked to the new
controlled foreign companies legislation
introduced last year to protect the UK
tax base by incentivising companies to
site their high-value activities in the UK,
and then tightening the rules to ensure
the profits from those high-value
activities stay in the UK.

*

Optimising performance
Overall, the UK now has a very
generous technology tax foundation
with direct technology tax reductions
and incentives, and indirect technology
enterprise initiatives.
In effect, the government’s fiscal
policy is sacrificing short-term
corporation tax receipts for longer-term
tax receipts from other parts of the
corporate tax base, such as PAYE, VAT,
employment taxes, and so on. The
intention is clear – to encourage
innovation and wealth creation, thereby
generating higher tax receipts across
the spectrum. The various working

groups and consultation exercises for
this new technology tax framework
have had extensive input into the
macro and micro details of each
scheme, but the momentum behind the
changes has undoubtedly been
deliberate and co-ordinated
government policy.
In time, these policies will change UK
corporate behaviour. The new
technology tax framework is designed
to incentivise by participation rather
than avoidance. With base rates so low,
companies will see the logic in
investing for the future. This investment
will be in R&D because it will cost less
and will generate innovation.
Subsequent investment in
commercialising this innovation will
stimulate profit and wealth creation.
With greater investment in R&D and
commercialisation comes a greater
emphasis on getting the underlying
business processes working effectively,
by recruiting the right people, investing
in the right equipment, and
understanding market needs and the
innovation process.
Companies in future must focus on
optimising operating performance and
tax performance.
Peter Denison-Pender FCCA is a
director of MMP Tax, which provides
technology tax consulting services,
and sits on the government working
groups for both the patent box and
R&D tax relief
www.MMP-Tax.co.uk
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Equity accounting: where’s it at?
With IAS 28 now in force, it’s a good time to consider how it affects you. But be prepared –
not everything in the standard is as cut and dried as might be hoped, says Graham Holt

In May 2011, the International
Accounting Standards Board (IASB)
issued a new version of IAS 28,
Investments in Associates and Joint
Ventures, that requires both joint
ventures and associates to be equityaccounted. The standard is effective
from 1 January 2013 and entities
need to be aware of its implications,
although the EU has endorsed IAS 28
from 1 January 2014.
An associate is an entity in which the
investor has significant influence, but
which is neither a subsidiary nor a joint
venture of the investor. ‘Significant
influence’ is the power to participate in
the financial and operating policy
decisions of the investee, but not to
control those policy decisions. It is
presumed to exist when the investor
holds at least 20% of the investee’s
voting power. If the holding is less than
20%, the entity will be presumed not to
have significant influence unless such
influence can be clearly demonstrated.
A substantial or majority ownership by
another investor does not preclude an
entity from having significant influence.

Loss of influence
An entity loses significant influence over
an investee when it loses the power to
participate in the financial and operating
policy decisions of that investee. The
loss of significant influence can occur
with or without a change in absolute or
relative ownership levels.
A joint venture is defined as a joint
arrangement where the parties in joint

control have rights to the net assets of
the joint arrangement.
Associates and joint ventures are
accounted for using the equity method
unless they meet the criteria to be
classified as ‘held for sale’ under IFRS
5, Non-current Assets Held for Sale and
Discontinued Operations.
On initial recognition, the investment
in an associate or a joint venture is
recognised at cost, and the carrying
amount is increased or decreased to
recognise the investor’s share of the
profit or loss of the investee after the
date of acquisition.

Investments in associates or joint
ventures are classified as non-current
assets inclusive of goodwill on
acquisition and presented as one-line
items in the statement of financial
position. The investment is tested for
impairment in accordance with IAS 36,
Impairment of Assets, as single assets,
if there are impairment indicators
under IAS 39, Financial Instruments:
Recognition and Measurement.
The entire carrying amount of the
investment is tested for impairment as
a single asset – that is, goodwill is not
tested separately. The recoverable

A SUBSTANTIAL OR MAJORITY OWNERSHIP BY
ANOTHER INVESTOR DOES NOT PRECLUDE AN
ENTITY FROM HAVING SIGNIFICANT INFLUENCE
IFRS 9, Financial Instruments, does
not apply to interests in associates and
joint ventures that are accounted for
using the equity method.
Instruments containing potential
voting rights in an associate or a joint
venture are accounted for in
accordance with IFRS 9 unless they
currently give access to the returns
associated with an ownership interest
in an associate or a joint venture. An
entity’s interest in an associate or a
joint venture is determined solely on
the basis of existing ownership
interests and, generally, does not
reflect the possible exercise or
conversion of potential voting rights.

amount of an investment in an
associate is assessed for each individual
associate or joint venture, unless the
associate or joint venture does not
generate cashflows independently.
IFRS 5 applies to associates and
joint ventures that meet the
classification criteria. Any portion of
the investment that has not been
classified as held for sale is still
equity-accounted until the disposal.
After disposal, if the retained interest
continues to be an associate or joint
venture, it is equity-accounted.
Under the previous version of the
standard, the cessation of significant
interest or joint control triggered

TO GET THE QUESTIONS GO TO
www.accaglobal.com/abcpd

remeasurement of any retained
investment even where significant
influence was succeeded by joint
control. IAS 28 now requires that any
retained interest is not remeasured. If
an entity’s interest in an associate or
joint venture is reduced but the equity
method continues to be applied, then
the entity reclassifies to profit or loss
the proportion of the gain or loss
previously recognised in other
comprehensive income relative to that
reduction in ownership interest.

Consolidation parallels
The IASB states that many of the
procedures appropriate for equity
accounting are similar to those for
consolidation of entities and the
concepts used in accounting for the
acquisition of a subsidiary are also
applicable to the acquisition of an
associate or joint venture.
However, it is not always appropriate
to apply IFRS 10, Consolidated Financial
Statements, or IFRS 3, Business
Combinations. There is disagreement
over whether equity accounting is a
one-line consolidation or a valuation
approach. When an associate is
impairment-tested, it is treated as a
single asset and not as a collection of
assets as would be the case under
acquisition accounting.
Additionally as associates and
joint ventures are not part of the
group, not all of the consolidation
principles will apply in the context of
equity accounting.

There is no definition of the cost of an
associate or joint venture in IAS 28.
There is debate over whether costs
should be defined as including the
purchase price and other costs directly
attributable to the acquisition such as
professional fees and other transaction
costs. It might be appropriate to include
transaction costs in the initial cost of an
equity-accounted investment, but
IFRS 3 would require these to be
expensed if they relate to the acquisition
of businesses. IFRS 9 includes directly
attributable transaction costs in the
initial value of the investment.
IAS 28 states that profits and losses
resulting from ‘upstream’ and
‘downstream’ transactions between an
investor (including its consolidated
subsidiaries) and an associate or joint
venture are recognised only to the
extent of the unrelated investors’
interests in the associate or joint
venture. Upstream transactions are
sales of assets from an associate to
the investor and downstream
transactions are sales of assets by the
investor to the associate.

Elimination
There is no specific guidance on how
the elimination should be carried out
but generally in the case of
downstream transactions any
unrealised gains should be eliminated
against the carrying value of the
associate. In the case of upstream
transactions any unrealised gains
could be eliminated either against the
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carrying value of the associate or
against the asset transferred.
The standards are currently unclear on
whether this elimination also applies to
unrealised gains and losses arising on
transfer of subsidiaries, joint ventures
and associates. An example would be
where an investor sells its subsidiary to
its associate and the question would be
whether part of the gain on the
transaction should be eliminated.
There is an inconsistency between
guidance dealing with the loss of
control of a subsidiary and the
restrictions on recognising gains and

venture should be partially recognised.
However, any gain or loss arising from
the sale of an asset that does
constitute a business between an
investor and its associate or joint
venture should be fully recognised.
IFRS 3 defines a business as an
integrated set of activities and assets
that is capable of being conducted and
managed for the purpose of providing
a return directly to investors or other
owners, members or participants.
Under the equity method, the
investment is initially recognised at
cost and adjusted to recognise the

THERE IS DISAGREEMENT OVER WHETHER
EQUITY ACCOUNTING IS A ONE-LINE
CONSOLIDATION OR A VALUATION APPROACH
losses arising from sales of nonmonetary assets to an associate or a
joint venture. IFRS 10 requires
recognition of both the realised gain on
disposal and the unrealised holding
gain on the retained interest. In
contrast, IAS 28 requires gains or
losses on the sale of a non-monetary
asset to an associate or a joint venture
to be recognised only to the extent of
the other party’s interest.
The IASB accordingly issued an
exposure draft in December 2012
stating that any gain or loss resulting
from the sale of an asset that does not
constitute a business between an
investor and its associate or joint

investor’s share of the profit or loss
and other comprehensive income (OCI)
of the investee. Additionally, the
investment is reduced by distributions
received from the investee. However,
IAS 28 is silent on how to treat other
changes in the net assets of the
investee in the investor’s accounts,
which might include:
issues of additional share capital to
parties other than the investor;
buybacks of equity instruments
from shareholders other than the
investor;
writing of a put option over the
investee’s own equity instruments to
other shareholders;

*
*
*

units on the web

or sale of non-controlling
* purchase
interests in the investee’s

*

subsidiaries’
equity-settled share-based payments.

Inconsistent
The IASB proposed in an exposure
draft issued in November 2012 that an
investor’s share of certain net asset
changes in the investee should be
recognised in the investor’s equity. The
draft contains an alternative view by
one board member who believes the
amendment to be inconsistent with
the concepts of IAS 1 and IFRS 10,
and would cause serious conceptual
confusion. This board member believes
this short-term solution would not
improve financial reporting and
would undermine a basic concept of
consolidated financial statements.
The draft notes that an investor may
discontinue the use of the equity
method for various reasons including
where the investment in the investee
becomes a subsidiary or a financial
asset. The draft proposes that an
investor should reclassify to profit or
loss the cumulative amount of other
net asset changes previously
recognised in the investor’s equity
when an investor discontinues the use
of the equity method for any reason.
Graham Holt is associate dean and
head of the accounting, finance and
economics department at Manchester
Metropolitan University Business
School
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Theoretically speaking
In the first of a series of five articles on management theories, Dr Tony Grundy looks at
the role these theories play generally, before kicking off with competitive strategy theory

Accounting is merely one strand of
the management of any business,
and there are many others, including
strategy, marketing, economics,
operations, technology and
organisation. While the training of
accountants increasingly looks beyond
the narrower borders of accounting, it
is still not as broad as, say, an MBA.
Most business issues and problems
have many dimensions and can be
looked at from a variety of
perspectives. Management theories
can help us to open up the ways in
which we see things: it can thus be
both important and useful to draw

in decline, not helped by tight capital
constraints that inhibited renewal.
This example is useful because it
highlights the need to be eclectic in the
use of management theories, and also
because a theory may cease to apply
as the situation changes.

The theories
We explore some of the most prevalent
and informative theories in this series
of five articles. The theories are
grouped as follows:
strategic – already partially covered
in a five-article series in Accounting
and Business last year (available at

*

MOST BUSINESS ISSUES AND PROBLEMS HAVE
MANY DIMENSIONS AND CAN BE LOOKED AT
FROM A VARIETY OF PERSPECTIVES
from such theories to solve problems.
An example of an earlier theory in
performance management was
financial ratio analysis. In the 1970s,
the conglomerate GEC in the UK
practised a tight system of financial
control based on a hierarchical series
of financial ratios that are still a key
part of management accounting today.
Ratios such as return on capital
employed (ROCE) put great emphasis
on conserving capital and helped
produce efficiencies.
For well over a decade, GEC was very
successful financially until its markets
and products were in late maturity and

www.accaglobal.com/abcpd) and
now developed more here;
performance management, eg the
balanced scorecard;
knowledge-based, eg brainstorming,
systems thinking;
operations management, eg Six
Sigma, lean management;
leadership, eg organisational
transformation.
First let us take a brief look at the
role that management theories play in
business, and the issue of whether
they always add value or not. In my
own management career of over 30
years, I have seen the rise, maturity

*
*
*
*

and sometimes the decline of theories
such as:
total quality management (TQM);
business process re-engineering
(BPR).
Many CEOs and management teams
believe that theory is a panacea for an
organisation’s issues and offers quick
fixes. They seem to believe that they
can be applied like a paint roller and
that as long as there is a superficial
effect, then that is good enough. But
these theories come and go, and we
need robust, sustainable management
theories instead, which are elusive.
For instance, in my research for
these articles I came across a rather
interesting paper on management
theories, Bad Management Theories are
Destroying Good Management Practices,
by Sumantra Ghoshal, a one-time
management guru. Ghoshal suggests
that there can be a strong element of
faddism in management theory and
that this can lead to malpractice. He
blames business schools for putting
out these management products
without sufficient empirical testing to
ensure they do what they are supposed
to do.
In particular, Ghoshal criticises the
naive adoption of theories from the
traditional natural sciences which are
based on very deductive thinking. For
instance, in BPR organisational
inflexibility is attributed to business
process complexity and is curable with
a series of techniques of processsimplification, badged ‘re-engineering’.

*
*
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He suggests that such overly
mechanistic theories really do not do
justice at all to the fact that any
management issue is embedded in a
very rich context. Thus, generic
treatments alone through a single,
set-piece management framework are
unlikely to be effective. Indeed, in the
wrong hands and with inexperience
they could be positively dangerous.
I agree totally with Ghoshal, who
sadly is no longer with us. Incidentally,
I do remember that about 10 years ago
I was doing a strategy lecture on a US
company, broadcast live globally by
satellite. You couldn’t see your
audience, but the audience could see
you. Ghoshal had done the talk before
me. He had arrived to be told that the
organisational issues he thought
existed didn’t really apply: he tore up
his talk and spent the entire night
redoing it to focus on the real ones;
that was a man after my own heart. He
did look ragged the next day, though!

Strategic thinking
Coming back to our first set of
theories, strategic theory, in the series
of articles last year we made the
general points that:
strategy is about how you move
from where you are now to where
you wish to be in the future;
that move needs to be innovative
and something that could be
characterised as ‘a cunning plan’;
to develop an effective strategy, one
needs to know where one is now

*
*
*

*

*

(strategic positioning) and also to
develop some key strategic options
to get there;
this should be arrived at not just by
brainstorming, but by a more
systematic look at the different
‘degrees of freedom’ or ‘lines of
enquiry’ available, in order to open
up many more strategic options;
these options should be evaluated
systematically using clear and
predefined decision criteria (eg the
Strategic Option Grid).

rivalry;
* competitive
substitutes (products or services);
* supplier power.
*We introduced these in the article
‘Unpeel your competitive onion’ last
year, but now develop further.
Where these forces are favourable, it
generally increases operating profit
margin, ROCE and economic value
added (see the series on the latter). So
in determining strategy it is crucial to
look at the five forces past, present and
future. Other things being equal, one

AS SOMEONE SAID OF SCENARIO STORYTELLING:
‘WHY THINK ABOUT THE FUTURE? BECAUSE WE ARE
GOING TO SPEND THE REST OF OUR LIVES IN IT’
Three kinds of strategy theory
The rest of this article will now look at:
competitive strategy theory;
blue and red ocean theory;
scenario theory and game theory.
Competitive strategy is a term first
coined in 1980 by Harvard professor
Michael Porter, who was an economist.
In his work Competitive Strategy, Porter
looked at a number of different
industries and their structures and
found that some were inherently more
profitable (and thus attractive) to be in
than others. He identified five ‘forces’
that were the key indicators of superior
performance:
the bargaining power of the buyers,
ie customers;
entry barriers;

*
*
*

*
*

should migrate out of markets or areas
of a market that do not look attractive
or which are worsening, vis-à-vis
Porter’s five indicators.

Multicoloured oceans
In 1985 Porter’s second major work
(both of which still rank as classics)
was Competitive Advantage. Here he
addresses the issue that ‘other things
are not equal’, especially companies’
competitive positions. Porter’s two
books thus highlight two key variables
that determine strategic position (past,
present and future):
A ‘inherent market attractiveness’
– mainly the five forces;
B relative competitive position
– roughly speaking, strategic
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attractiveness = A plus B, or the
sum of these two variables.
This is interesting to accountants
because strategic attractiveness is a
strong indicator of ROCE longer term.
HMV would be a graphic case of a
business failure waiting to happen on
account of these two factors becoming
seriously adverse.
Later theorists have tried to surpass
Porter’s forces by suggesting that the
best strategy should be to bypass
competitive intensity altogether
through identifying market opportunity
where there is uncontested space.
Quite simply, these are markets where
either ‘no one is doing it’ or ‘no one is
doing it well’, often in an emergent
state. Craftily, these are called ‘blue
oceans’ to suggest clear space, in
contrast to ‘red oceans’ (Blue Ocean
Strategy, Kim and Mauborgne), which
are mature markets with lots of sharks
and blood. This simplicity appeals to
many managers.
This colour analogy may seem
catchy and appealing, but where
exactly is this new space to be found?
Maybe 5% tp 10% of the economy at
best is of that nature, so for the
majority of us that isn’t very helpful.
And isn’t much of that idea already
wrapped up in the notion of the
‘cunning plan’ that I emphasised last
year – for example, through finding new
and clever ways to compete?
Having just two market states also
seems a rather crude division. Indeed,
in my book, Demystifying Strategy, I

suggested three other oceans: green,
brown and black:
green: new markets, old forms of
competing;
brown: mature markets, aggressive
players, profitable;
black: perfect competition in
contracting market conditions
(HMV-land!).
So what kind of market is your
business in – blue, green, brown, red or
black – and does your strategy deal
with it well?
Again, it is necessary to be watchful
of oversimplifications of reality in
management theory.

*
*
*

Scenarios and game theory
The final branches of strategy theory
are scenarios and game theory.
Scenarios are simply self-consistent
storylines of the future. They are not
projections, but focus on market
dynamics, such as new entrants,
changes in regulations, product
maturity, and shifting methods of
competition and distribution.
Scenarios are useful for planning
over the horizon – for instance, to help
support cashflow projections for
long-term business valuations (eg for
terminal value). Without them, there
should be real concerns around
sustainable shareholder value creation.
Scenarios are constructed around:
assumptions about the future,
particularly those that are very
uncertain or of high importance and
thus unstable;

*

events that take you from
* particular
one state of the world to another
– the transitional events;
storylines with a chain of events and
a cause-and-effect process;
role-playing.
In the case of role-playing, this
brings in game theory, which combines
economics and maths through
probabilities and payoffs. For example,
one might well need to imagine oneself
as a new entrant to the market, or the
regulator, or maybe as a key customer,
and one by one, the key competitors in
the market. Here, one has to imagine
actually being those competitors.
Without going overboard on the
maths, one can actually get some very
interesting insights from scenarios –
especially ones informed with very
simple role-playing from game theory.
If you want to learn more, see my
Demystifying Strategy, particularly on
the scenario dealing with the next
London riots – suitably updated for new
organisational strategies and tactics by
the rioters! I did take the precaution of
sending this to the Met police.
As someone once said of scenario
storytelling: ‘Why think about the
future? Because we are going to spend
the rest of our lives in it.’
So maybe we should account for that
management theory at the very least.

*
*

Dr Tony Grundy is an independent
consultant and trainer, and lectures
at Henley Business School
www.tonygrundy.com
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The compliance crew
[

As the regulatory winds blow strong, the banks have been forced to alter course and are creating a
slew of compliance and risk-control posts that accountants seem perfect candidates to fill

In the olden days before the credit
crunch many international investment
bankers and fund managers used to
regard themselves as buccaneers of
high finance – flying over the high
seas in aggressive search of adventure
and treasure in New York, London

and Singapore. Since then, though,
their escapades have been curtailed
as it transpired that they had been
collecting poisoned pearls.
One of the big changes is that a
buccaneer’s ship is now likely to have a
hefty headcount of compliance officers
in its crew – and many of them will be
qualified accountants. A good number
of the investment bankers, meanwhile,
are being made to walk the plank.
The growth in numbers of UK
financial services staff in
compliance and other
risk-control roles is
largely a response to

a host of new rules that have been
imposed by the UK government and
international bodies. It is also a
response to a markedly greater
willingness than before the credit
crunch to enforce these rules.
The alphabet soup of rules and
regimes that have come into force or
will do so in the coming years include
the international Basel III accords on
capital adequacy; stress testing and
market liquidity risk; the EU’s Markets
in Financial Instruments Directive,
which covers investment services; and
tougher regulation of the capital
requirements for UK banks. These
changes come on top of existing
pressures for banks to make more
effort to meet existing rules, such as
those on money laundering.
In response, financial services
companies have boosted the number of
staff engaged in compliance and other
activities that involve checking what
other parts of the bank do. HSBC, hit
by a money laundering scandal, has
further beefed up this function –
the cost of its compliance
department has doubled to
$500m and the number of
compliance workers has
grown to 3,500.
Recruiters see HSBC’s
expansion as part of a
broader trend. Craig
McNicol, chief
operations officer at
Morgan McKinley UK,
says: ‘With increased
governance in the

A BUCCANEER’S SHIP IS NOW LIKELY TO
HAVE A HEFTY HEADCOUNT OF COMPLIANCE OFFICERS
IN ITS CREW – AND MANY OF THEM WILL BE QUALIFIED ACCOUNTANTS
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sector, particularly in financial crime,
there is even more need for people who
can interpret and apply regulations.
The recent huge fines are making
banks realise this is an increasingly
important area.’
Simon Lindrea, director at
recruitment company Michael Page
Financial Services, estimates that
recruitment for compliance and
risk-control posts is up 20% on this
time last year. Richard Aldridge,
director at another recruiter, Black
Swan Group, says: ‘When light-touch
regulation in the UK ended a few years
ago financial services companies
suddenly had to get serious. There
seem to be a lot more jobs in the
control function, including audit and
regulatory review. Financial services
companies are making sure everything
is under day-to-day surveillance.’
Recruiters report that financial
services companies are recruiting
across the board, from big banks to
small hedge funds. Lindrea says the
‘biggest bottlenecks’ in terms of high
demand relative to supply are at
assistant vice president, vice president
and junior director level.

*WHAT’S IT LIKE?

What would a career in compliance and risk control actually be like for a
qualified accountant? Here are the recruiters’ pitches:
Richard Aldridge, director at Black Swan Group, says a switch to the field
would suit ‘if you have an interest in investigation and an inquisitive mindset’
– if you are, in other words, a modern-day Miss Marple or Hercule Poirot of
the financial services world. He rebuts the conventional wisdom that
compliance and risk control is, within financial services firms, a far-off
country about which the rest of the company knows little. These days, it has
‘become much more integrated with the business’, as compliance and risk
control have moved up the political and financial agenda. Recent meetings of
the G8 and G20 – get-togethers of international leaders designed to agree
common policies – ‘have been about regulation, regulation, regulation’.
Craig McNicol, chief operations officer at Morgan McKinley UK, says it is an
interesting field because there is ‘always going to be evolution in this area’.
He cites the new concern about conduct risk, a previously unclassified risk,
which involves making sure staff are conducting themselves in the correct
manner. The constant changes of rules mean that ‘roles are not going to be
the same day to day – people are always going to have to learn new
regulations and how to apply them in the most commercial sense’.
McNicol adds that the UK could be a world leader in this field, making
accountants who go into it globally potentially very competitive. This
leadership comes partly from the huge size of the UK as a financial centre,
but also from the fact that ‘in some areas of regulation the UK is a bit further
along the line’. An example is the stricter rules on capital and on ring-fencing
different operations from each other that were adopted by the UK government
at the recommendation of the Vickers Commission on banking. ‘This area is a
really good place to be’, concludes McKinley. ‘People with accounting
qualifications can go on to have long and distinguished careers.’

Perfect candidates
So where do accountants fit into this?
There is certainly strong demand for
them in compliance and risk-control
positions, say recruiters – particularly
in regulatory reporting, which involves
tasks such as calculating and reporting
capital levels to the regulator.
McNicol sees regulatory reporting as
‘one area that’s big right now’, and one
that ‘would lend itself to people with
an accounting background’. He adds:
‘We’re seeing an increase in
accountants going into compliance as
well as regulatory reporting.’
Recruiters say accountants who have
worked for the consulting arms of the

Big Four accountancy firms are suited to
the advisory side of compliance and risk
control, not merely reporting figures and
monitoring day-to-day activity but also
interpreting the broad implications and
wider consequences of new rules.
On the other hand, ‘if those
accountants in more audit-style roles
within financial services go into
monitoring roles within compliance, the
skillsets are transferable’, says McNicol.
Recruiters say they are well suited to risk
control, which includes checking that
traders don’t exceed their risk limits.
For accountants prepared to make
the jump into the great unknown of

compliance and risk control, what are
the rewards for the risk taken? The
question is most appropriate for
relatively junior accountants, say
recruiters – because people appointed
to senior roles in compliance are
generally required to have previous
experience within the existing field.
A newly qualified accountant with a
strong CV might be able to earn £50,000
to £55,000. People with the ACCA and
other accounting qualifications are, says
Aldridge, in ‘a very desirable hunting
ground’ for recruiters.
David Turner, journalist
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Top of the class
[

What makes someone a successful finance professional in the 21st century? At a recent event on success
hosted by ACCA and Deloitte, we get some top tips from those who have made it to senior roles

Celebrity hairdresser Vidal Sassoon
once observed that ‘the only place
where success comes before work is
in the dictionary’. Indeed, it is difficult
to dispute the correlation between
success and work, however you
earn your living. Most people would
agree that hard work is an important
ingredient of success, but it is not –
as a litany of self-help books remind
us – the only ingredient. People who
have climbed to the top of the ladder
in their field also tend to have defining
qualities, ranging from technical
expertise to communication skills
and, perhaps most vital of all, a
positive attitude.
Many finance professionals are
ambitious and they measure their
success by the speed and extent of
their career progression. How much

*SECRETS OF SUCCESS

Besides working hard, what can you
do to further your career?
Add value – Look outside your
current role and responsibilities
and be proactive. How can you
help your organisation to achieve
its goals?
Build relationships – Keep in
touch with as many colleagues
and peers as possible as they
move on in their careers. They
may turn out to be useful
contacts or a future employer.
Learn constantly – Don’t be afraid
to try new things. You’ll be
amazed by what you can do.
Be different – Find a way to stand
out from the crowd, whether
that’s through voluntary work or
an interesting hobby.
Get a mentor – They can bring a
fresh perspective to business
problems and let you develop.

*
*

*
*
*

responsibility do they have? How
prestigious is their firm or company?
Have they made partner by the age of
30? If the CFO were to leave tomorrow,
would their name be on the shortlist as
a replacement? As finance professionals
tend to have a natural affiliation with
money, they can also associate success
with the size of their house, the
amount of cash in the bank and the
make of their car. But there are other
individuals who see success in simpler
terms, perhaps as managing to stay
married to the same person after a
long career involving late nights, lots of
stress and interrupted family holidays.
Whatever your definition of success,
there are some important things to
bear in mind as you map out your
career in finance. First of all, you need
to understand where you fit into the
bigger picture within your organisation
and work out how you can leverage that
to your advantage. ‘Finance is not just
about churning out numbers,’ said
Mary Reilly, a senior partner in
Deloitte’s consumer business division
and a panellist at a recent event on
success in finance hosted and
organised by Tracey Johnson of ACCA
and Rosica Solunova of Deloitte. ‘If you
do it properly, you can add real value to
a business.’
You must also continually invest in
your relationships with colleagues and
peers both inside and outside your
workplace. The proverb ‘it’s not what
you know, it’s who you know’ is as
applicable to finance as any other
business function. ‘The relationships
that you build are real currency,’ said
Kay White, a communication expert
and author of The A to Z of Being
Understood, who also spoke at the
event. ‘You need to build the
relationships as you go along rather
than on the day that you need them.
And you never know who’s going to be

your next boss so keep yourself on
people’s radars.’
It is essential for ambitious finance
professionals to have a good awareness
of the opportunities presented by their
ACCA Qualification and the
transferability of their skills. ‘You
should never underestimate how
valuable your qualification is,’ says
Debbie Thomas, a senior advisory
partner at Deloitte and another
panellist at the event. Meanwhile, ACCA
Council member and fellow panellist
Sharon Burd believes that to succeed
finance professionals must be open to
new ideas and prepared to challenge.
‘Don’t just accept what someone has
told you at face value,’ she said. ‘Know
that through that you are growing.’

Self-examination
To make the most of your full potential,
there will inevitably be occasions when
you need to take a good, hard look at
yourself to identify areas that require
improvement. Be honest: what are your
strengths and weaknesses? Which skills
can you build on to make yourself
more successful in future? ‘There’s a
theory that a constant learner is a high
earner,’ White explained. ‘Be prepared
to invest in yourself rather than wait
for corporate training.’
‘If there’s an area that you know you
are weak at – for example, if you’re
afraid of public speaking – take
advantage of coaching and mentoring
to help gain those skills,’ said Tara
Ridgeway FCCA, finance director of
Guoman Hotels, who chaired the
success event. ‘Otherwise people will
bypass you just because they have
superior communication skills and can
manage relationships better.’
It’s not easy finding a good mentor,
but mentoring can make a significant
difference to your career progression.
The key is to find someone who is at
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Panellists at success in finance event: (from left to right) Sharon Burd, Debbie Thomas, Tara Ridgeway, Kay White and Mary Reilly

‘IF THERE’S AN AREA THAT YOU KNOW YOU ARE
WEAK AT, TAKE ADVANTAGE OF COACHING AND
MENTORING TO HELP GAIN THOSE SKILLS’
the right level to advise you at this
point in your career and with whom you
have personal chemistry. ‘I’ve been a
mentor with young people,’ said Burd.
‘Sometimes it works; sometimes it
doesn’t. But you can get a lot out of it.’

Out of hours
Being successful in your career isn’t
just about what you do in a professional
context. What you achieve outside the
office has an important bearing as
well. Do you make time for voluntary
or community work? Are you involved
in any clubs and societies? Do you
have an interesting hobby? By leading
a fulfilling life outside the workplace,
you will become a broader person and

stand out from your peers. ‘Having
depth differentiates you,’ said White.
Thomas said that when she’s
interviewing graduates for the training
scheme at Deloitte, she focuses on
candidates who are different. ‘I’ve hired
graduates who worked on a gap year
and spent time in a mine driving
trucks.’ She also noted that the
graduates who are most proactive tend
to be those who go furthest at the firm.
‘Some just float along. Others really
take charge and are hungry to get to
the next level and better themselves.’
There are lots of pointers to bear in
mind when planning for career success.
But as you scale the ladder, it is worth
reflecting on what success means to

you. You may find that what mattered
when you were 25 matters less 15 years
later. In 2005, Eugene O’Kelly, the
former CEO of the US firm of KPMG,
died from a brain tumour aged 53. In
Chasing Daylight, the book he wrote
during his last days and which was
published posthumously, he reflected
on some of the experiences he missed
out on during his pursuit of corporate
glory. O’Kelly was a very successful
man, but he only had
lunch with his wife on
a weekday twice in a
decade. As Rabbi
Harold Kushner once
noted: ‘Nobody on
their deathbed has
ever said, “I wish I
had spent more time
Event co-organiser at the office”.’
Rosica Solunova,
Sally Percy,
assistant
manager, Deloitte journalist

Careers

70

Celebrating new members
[

We continue our quarterly listing of new ACCA members, here showing those who
achieved membership in the first three months of 2013. Congratulations to all!

Sharanjit Kaur A/P Amar
Singh
Qaisar Abbas
Zaheer Abbas
Naveed Abbasi
Abdul Hafiz Chaklader
Abdul Rehman
Ismail Abukon
Susanne Adams
Rafiu Abiodun Adebambo
Adebanke Temitope
Adebayo
Adewole Adebayo-Oyetoro
Adeladun Bamikole
Olajide Farouq Adenrele
Mary Mosope Adeyemi
Bishwo Adhikari
Isaac Adigu Gyimah
Suborna Afrin
Delalie Agbodjan
Essenam Kwami Michel
Agbodjinou
Chinedu Christopher
Aghanenu
Ugochukwu Aghanenu
Ribhu Agrawal
Abdul Ahad
Ahad Mohammed
Mohammed Ahmed
Shubel Ahmed
Syed Mohsin Ahmed
Ahsan Javed
Rebecca Ainslie
Akinwale Oluwaseun Ajao
Fahima Akhtar
Abayomi Akinwale
Halil Alagoz
Helen Alderson
Lucy Diane Alderson
Katsiaryna Aleksandrovich
Musharof Ali
Jevon Allen
Thomas Allen
Kim-Elayne Allsopp
Richard Amalou
Chris Amey
Miten Amin
Deborah Andrew
Ralitsa Angelova
Lydia Amanda Angundaru

Adrienn Angyal
Raheemah Abisola
Animashaun
Josh Ansbridge
Serina Aranir
Nadeem Arif
Olugbenga O Aromiwura
Ajevuawa Arubasa
Onorame Bidemi Arubayi
Hollie Ash
Aftab Asif
Claire Atkins
Simon Atterby
Stuart William Auger
Kevin Avery
Neil Peter Aylott
Paul John Ayscough
Piotr Babiak
Matthew Badger
Lucy Bagnall
Sarah Bailey
Mohammed Abdullah
Salim Bakhareba
Katarzyna Alicja Bakota
Pravesh Balkaransing
William John Keith Bamsey
Mohammed Husain
Baporia
Caroline Barker
Jane Barker
Nicola Louise Barnett
Paul Thomas Barry
Victoria Bartlett
Oliver Bassett
Kathryn Baxter
Melanie Baxter
Andrew Beaumont
Jamie Beckingham
Laura Jayne Rowena
Beeston
Amina Begg
Fahad Ahmed Begh
Jamie Bellamy
Sian Bennett
Laurie Bentley
Karin Maria Bessing
Alan Bethune
Tanya Jane Betts
Sanjay Bhanderi
Payal Bhavnani

Darshan Bhayani
Washington Bhebhe
Ishma Bhudia
Sobia Bi
Eve Bickley
Bilal Iqbal
Harry Bird
Katie Biscomb
Kendal Blackmore
Lee Ian Blackwell
Sarah Blair
David Blake
Christopher Blewitt
Nicola Bliss
Peter John Bloom
Andrew Blyth
Emmanuel Adeolu Bolade
Violina Botan
Sarah Lesley Bourne
Alex Bow
Tyrell Bowcher
Shona Lee Bowes
Ben Bradley
Laura Bradshaw
Christopher Brady
Aimee Branson
Polina Braun
Keith Breckenridge
Shelley Brett
Kane Brewer
Nicholas Bromley
Steven Brown
Xiaowei Brown
Shaun Kieran Brownsmith
Luke Bryan
Klaudia Brzezinska
Karlena Bucknor
Felicia Bulgariu
Matthew Bulless
Colin Bullock
Elizabeth Olive Bullock
Owen Bunce
Laura Burns
Victoria Burns
Michael Bushell
Asli Buss
Madeleine Bussens
Russell Byrnes
Paul Campbell
Matthew Capps

Rebecca Carey
Caroline Cargill
Elliott Carlow
Sarah Carnegie
Paul Matthew Case
Simon James Cass
Joanne Cassidy
Daniel Cattermole
Dean Chaffey
Tianhua Chai
Alexandra Champ
Andrew Chan
Catherine Chan
Nicholas Chapman
Antony Chappell
Jonathan Chappell
Rachael Charlson
John Chatwin
Alexis Che Maabo Adeh
Lynsey Cheal
Huayan Chen
Lei Chen
Michael John Cherry
Pok Hin Cheung
Gina Chiarelli
Thelma Chime
Poornima Chimmalgi
Steven Andrew Chivers
Cosmas Chiwara
Anna Chkeleva
Baneesh Chopra
Sudhanshu Chopra
Koteswara Choudary
Abdul Wajed Choudhury
Grace Chu Chin Li
Khyam Chudhry
Christopher James Clark
Natalie Clarke
Whitney Clarke
Samuel Claxton
Nicola Clift
Lorraine Marita Clucas
Alanna Collier
Fiona Margaret Collins
Katy Collins
Sharon Theresa Collins
Liam Collison
Wendy Cooke
Mark Cookson
Oliver Cooper
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David Stuart Cope
Christopher Corless
Nathan Cornell
Kelly Corpe
Daniel Costas Roman
Aimee Marie Costello
Catalina Cotoara
Chawan Coulsting
Scott Coulter
Francois-Xavier Courreau
Alexandra Cowen
Ekaterine Cox
Louise Coxon
Selina Craig
Adam Craven
Alexandra Crawford
Jermaine Enrico Creese
Marco Crolla
Kaylee Crumbie
Aaron Cullen
Minka Cullen
Paul Edward Cunningham
Malgorzata Cyrek
Tapan Dalal
Nerissa Daley
Dakshayi Danapathy
Nicola Daniels
Sarah-Jane Dann
Piotr Darocha
James Darvill
Ronak Dattani
Donna Davidson
Katherine Davidson
Mark Davidson
Catrin Sian Davies
Joseph Davies
Nigel Keith Davies
Paul Davies
Rhys Davies
Rhys Wesley Davies
Simon Jonathan G Davies
Dawn Davis
Jason Craig Davis
Susan Jane Davis
Laurence Dawkes
Rudy Anthony De Souza
Luc Daniel De Suza Mbia
Christopher Deacon
Jonathan Deacon
Maria Luz Delgado Montes
Costa Demetriou
Deng Ya Yu
Ravinder Kaur Deol
Sunpreet Deol
Stefanie Desira
Leonce Nina Deugoue
Thomas Devonshire
Alice Dexter

Manjit Singh Dharam
Mustafa Dharamshi
Arumukaswamy Dharshan
Droopnath Dhowtall
Charlotte Dill
Nikolitsa Dimitriou
Max William Dinning
H N K Dinusha Hemasiri
Hayley Doherty
Laura Donegan
Ann Doughty
Ruben Douglas-Smith
Christopher Graham Down
Laura Drain
Eleanor Dring
Joyce Elaine Dukes
Michelle Duncan
Caroline Dunn
Priya Dusara
Clare Marie Dykes
Gordon Dykes
Harriet Nnenna Ebere
Caroline Sarah Ebsworth
Robert John Ebsworth
Michelle Eccleshall
Ekaete Edet Efretuei
Lucia Chinwe Egbe
Ann Elder
Monia El-Kaddar
Tony Alfred Roy Elliott
Ann Ellis
Matthew Ellis
Scott Ellis
Mae Ellison
Alan Ellwood
Mathew Brian Ellwood
Carla Elson
Jane Mary England
Maria Ensabella
Adam Evans
Abimbade O Ewetade
Somtochukwu Ezeala
Stephanie Fabia
Mark Richard Fairbairn
Linlin Fan
David John Fannon
Natalya Faraday
Chaudhry Muhammad
Faraz Rafique
Thomas Farmer
Peter Farnall
Joshua Edward Farrow
Farrukh Shahzad
Elizabeth Jane Faulkner
Shazia Fazlanie
Daniel Feaster
Jonathan David Fellows
Emily Ferbrache

Jessica Fielding
Clement Hardy Finn
Elizabeth Finney
Kirsty Firman
Luke Firmin
Alan Henry Firth
Mark Flanagan
Paul Fletcher
Kerry Forbes
Hayley Ford
Darren Francis
Luke Francis
Stuart Francis
Lucy Franklin
Tracey Freeman
Melanie Gadd
Rachel Gale
Himanshu Gandhi
Charlotte Louise Gane
Marianna Garcez
Amie Louise Garwood Pask
Natalie Gasper
Kerry Gault-Rataj
Neringa Gembutaite
Jit Bahadur Ghale
Sharon Gibb
Helen Gibbons
Julie Gibson
Emma Gillam
Muftaw Mohammed Giwa
Caroline Glennie
Claire Elizabeth Glover
Laura Sophie Godfrey
Iwona Golab
Jack Goodchild
Wayne Goodey
Robert Gordon
Anisha Gorji
Lynsey Gorman
Vipul Vinod Gosai
Vincent Gotch
Daniel Graham
Craig Grant
Scott Rowan Grant
Kirsty Gray
Wendy Gray
Emma Louise Green
Nicola Green
Daniel Lorcan Greenwood
Andrew Gregson
Hannah Grier
Louise Grimes
Andrew Grimmer
Richard Groves
Elena Grozoiu
Selin Gunel
Qi Guo
Xiaozhou Guo

Prava Gurung
Mark Trevor John Hadley
Nicholas Hailstone
Michal Hajek
Amanda Hall
Christopher Robert Hall
Terri Hall
Neil Ainsley Hallam
Clarissa Halls
Rauf Hameed
Syed Muhammad Hamid
Linsey Jane Hamilton
Lauren Hamilton-Bruce
Justine Hampton
Asem Hanif
Christiaan Frederick Hansen
John Harrison
Matthew Harriss
Reza Hasan
Jodi Hassall
Lynsay Helen Hay
Virginia Hay
Bryony Hayler
Melanie Hayman
Yunqin He
Damien Michael Heakin
Tracey Susanne Healy
Jill Hearns
Rashpal Kaur Heer
Craig Henderson
Nicola Jane Henson
Fiona Herbert
Carolina Heuser-Sanmartin
Aimee Elizabeth Hickey
Edward Hili
John Hilton
Amit Hindocha
Kristina Ho
Andrew Hoang
Angela Hobbin
Alexandra Hodgkiss
Catherine Holland
Jennifer Hollman
James Holmes
Lynsey Holmes
Rachael Holmes
Christopher Holt
James Matthew Holt
Simon William Edgar Hood
Gavin Hooker
Jodie Ann Hooper
Sarah Louise Horan
Emma Hornby
Vahan Hovhannisyan
Jamie Howard
Richard Howard
Andrew John Hoyle
Yuanhui Huang
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Russell Humm
Macjones Hunduza
Lai Lo Hung
Pinky Hung
Mark Hunt
Laura Hunter Cross
Tadhbir Hussain
Alexander Hutchings
Emma Louise Hutchings
Lois Hutchings
Kriss Hutchinson
Jenny Lisa Huxstep
Ini-Edidiong Idemudia
Mohammed Almami Idriss
Imran Naseem Khattak
Tatiana Inkova
Jeremy Ip
Anna Agnieszka Ipaye
Sharjeel Iqbal
Senay Irfan
Irfan Shouket Ali
Khalil Issa
Desislava Ivanova
Nathan Izzard
Robyn Jackson
Ankit Jain
Gaurav Jain
Kathleen Jamieson
Sulhee Jang
Andrew Jarvis
Debbie Louise Jarvis
Glyn David Jarvis
Joanna Angela Jarvis
Bushra Kauser Javed
Sakib Javed
Claire Jehan
Jehangir
Neil Lee Jennings
Amanda Jane Jeram
Robert Jewkes
Jun Jiang
Jiang Zhang
Carl John
Bo Johnson
Gareth Johnson
Paul James Johnson
Emma Johnston
Samuel Ipadeola Jolapamo
Anthony Peter Jones
Benjamin Jones
Caryl Jones
Collette Jones
Graham Jones
Joanne Jones
Leanne Jones
Natasha Jones
Suzanne Jones
Robert Jordan

Tijo Joseph
Shivani Juj
Sham Jukhoop
Prashant K C
Schkeel Kabal
Humayun Kabir
Biyama Ayuba Kadafa
Sudhir Kafle
Namgyal Kaldon
Kamal Kalmoni
Baljeet Singh Kaloty
Irena Karas
Kulwinder Kaur
Sukhvinder Kaur
Raju Kavire
Stuart Richard Kay
Stephen Keates
Oliver Keeble
Mark Andrew Keeley
Adam John Keenan
Huw Keene
Alison Liza Keiza
Jacqueline Kelly
Laura Kelly
Sophie Kelly
Theresa Kelly
Marina Retnadi Kendall
Andrei George Kertesz
Lisa Key
Ziad M Khalil
Khalil Ahmad
Fuaad Noor Khan
Junaid Khan
Muneeb Ahmad Khan
Sami Ullah Khan
Jesika Khokhani
Khurram Shahzad
Ian Kidd
Kyung Eun Kim
David King
Jonathan King
Laura King
Suzanne King
Carly Kissane
Matthew Knight
Christopher Knott
Kamila Kocot
Marlena Koczulap
David Kofi Dadzie
Eric Kong
Sylwia Kopycinska
Magdalena Kozicka
Deon Kritzinger
Agne Kseckauskaite
Rachna Kumar
Catherine La Corbiniere
Alex La Dell
Hema Lad

Matthew Laing
Pritesh Lalloo
Lam Pak Chau
Hasina Lama Thapa
Howard Lancashire
Alicia Jane Lancaster
Rebecca Lancaster
Victoria Lane
Ross Lang
Judy Langford
Tracey Larsson
Helen Law
Matthew Laxton
James Le Normand
Chantel Leach
David Michael Leale
Jason Lee Zhen Weng
Matthew John Leese
Arianna Lefteris
David Jason Legg
Danny John Legge
Laura Leggett
Antoinette Lewis
Catrin Mai Lewis
Danielle Lewis
Hongru Li
Olivia Li
Spencer Li Wai Suen
San Lieu
Joanne Kate Lilley
Jodie Ann Lilley
Anthony Lionakis
Jasmine Lindsay Liron
George Little
Ruth Llewellyn
Caryee Lo
Siddhesh Lotlikar
Peter John Lovett
Amandeep Loyal
Xun Yun Lu
Adam Lucas
Simeon Lucas
Emma Louise Lynch
Binbin Ma
Anne MacMillan
Mah Jabeen
Sanam Mahboobani
Mahjbeen Mahmood
Sana Mahmood
Paul Makin
Shalini Malhotra
Mukul Malik
Aaron Malins
Lucy-Ann Manson
Barry Mapp
James William March
Kirby Louise Mardle
Katherine Marechal

Faye Marlow
Njagga Marong
Gavin Edward Frank Martin
Paul Martin
Ida Martinazzoli
Ryan Maslen
Peter Mason
Sadaf Masood
Jitka Matakova
Ruvimbo Matangira
Arvinder Matharu
Christopher Mattinson
Jacques Mattioli
Amandeep Kaur Mattu
May Hlaing Kyi
Simon Leo Mayes
Patrick Mc Hale
Lynn McAlpine
Stephen McCabe
Adrian McCarthy
Donna Mccarthy
Antony McCoy
Jacqueline McDonald
Christopher Sean
McEnaney
Scott McGinley
Irina McGovern
Austin Mark Mcgrath
Craig Mckenna
Nakai Chivaraidzo
McLellan
Mari Mcloughlin
Caroline McLuckie
James Mcrae
Md Mijanur Rahman
Md Shahar Ali
Jane Mead
Tina Melikian
Christopher Mendoza
Lin Mennie
Gregory Mepham
Joe Merrick
Jamie Messham
Chinyere Adanna
Mgbebuihe
Elizabeth Louise Middleton
Gianina Loredana Mihaescu
Frankie Miller
James Millsted
Erika Miluse
Sarah Mitchell
Lynda Moad
Jonathan James Moat
Mohsin Ali Shah
Molu Abrarali Nawshadali
Abiye Momodu
Iain Moodie
Jennifer Moore
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Kimberley Moore
Natalie Moore
Hayley Morgan
Neel Morjaria
Vaishali Morjaria
Mariya Moroz
Benjamin Morris
Thomas Morris-Thurgood
Jonathon Moss
Abdul Motalib
Muhammad Asim Riaz
Muhammad Awais Majeed
Muhammad Zaheer
Hashmi
Muhammad Zameer
Muhammed Abdur Raqib
Caroline Mary Muir
Richard Mullaly
Asad Mumtaz
Heather Munro
Julie Anne Munson
David Murdoch
Genia Murray
Gareth Murton
Sheriff Musa
Aminah Mushtaq
Sumreen Mushtaq
Atif Mustafa
Stanley Muvirimi
Salman Nasir
Alfraz Nathoo
Nauman Naseer
Laura Neale
Kathleen Neil
Victoria Louise Nelson
Peter Gabor Nemeth
Krisztina Neslanovic
Deborah Newall
Emma Louise Newman
Joanne Newson
Ng Yoke Moy
Darren Nicholson
Fiona Nicholson
Samantha Nicholson
Michelle Nique-Yates
Ross Niven
Emmanuel Njoku
Harry Noble
Christine Noel
Claire Louise Noonan
Ben Norman
Harmeet Notay
Sara Notley
Emile Nsai Foboigha
Maxwell Ntiri
Adrian Nwagwu
Donnagh O’ Donovan
Ifeanyi Obi

Ijeoma Stephanie Obiakor
Christopher O’Brien
Victor Devy Omondi
Ochieng
Ian O’Connor
Michael Olalekan Odunewu
Oluwatoyin Yemisi Oduwole
Gerald Ogboi
Emma O’Hanlon
Ifechukwude V Okafor
Olajide Okunrinboye
Olalekan Olaifa
Ayokunnu Oladipo
Johnson Olaogun
Akinola Adebayo Olawale
Oludayo Akande Olayiwola
Vicky Claire Older
Francesca Jayne Oldnall
Annrose Kulabako Olima
Paula Oliver
Antoine Ollivier
Julius Olugbenga Joseph
Princess Olumbi
Oluwagbemiga Daniel
Oluwatayo
Anderson Odion Omorawa
Niklas Ong
Oluwaseun Tolulope Oni
Amanda O’Reilly
Rosemary Yewande
Orekogbe
Rukiat Oresanwo
James Orrell
James Daniel Orton
John Osborne
Emma Osbourn
Phillip Osgathorpe
Osman Mohamoud Ali
Egle Ostreikaite
Nkoye Otutu
Simon Outhwaite
Natalia Over
Dyfed Wyn Owen
Suzanne Elizabeth Owen
Saheed Atanda Owolabi
Lee Ajibolanle Owoyemi
Ehijiele Emmanuel
Oyakhilome
Temitope Kudirat Oyelami
Abiola Julius Oyeleye
Su Jung Pae
Chris Palmer
Lulu Pan
Xiaoxi Pan
Netra Mani Pandey
Bindiya Pandit
Sonya Panova
Jieun Park

Lucy Park
Shakira Parkar
Andrew Philip Parker
James Parkinson
Andrew Parnell
Harriet Partridge
Elsa Pasha
Aakash Patel
Ashish Patel
Binal Patel
Harikrishna Patel
Hasmita Patel
Hiren Patel
Neela Patel
Reshma Patel
Rizwana Patel
Rupti Patel
Sandeep Patel
Shueyb Patel
Sabine Patrolin
Gillian Patterson
David Paul
Jolita Peach
Sophie Pearce
Steve Peart
Melanie Pecheur
Jude Nilantha Rohan
Perera
Joanne Perry
Florian Pfaff
Nicholas Phillips
Rabecca Nathan Phiri
Angela Picknell
Martyn Piddock
Olga Pikho
Grace Chikopa Pilecki
Kevin Pimm
Esther Pinn
Joanna Pioch
James Polanski
Craig Alexander Pollock
Karen Ponikwer
Andrey Popov
Paul Postle
Amy Poultney
Samantha Powers
Craig Derek Prescott
Joshua Daniel Sanderson
Price
Laura Price
Thomas Price
Sam Pringle
Stephen Prosser
Katherine Pryke
Anna Pulawska
Albert Pun
Victoria Pyle
Mohammad Sufian

Humayun Qazi
Lee Anthony Quarzi
Heather Kay Quigley
Daniela Radeva
Rachel Julie Rahman
Ahsan Ali Raja
Alastair Ramsay
Shrutha Balappa Rao
Dayna Rapley
Kamran Rashid
Tanzila Rashid
Ravi Raval
Aarti Rayrella
Fahim Razzak
Kalwant Reehal
Andrew Reynolds
James Reynolds
Muhammad Riaz
Clare Marie Richardson
Faye Richold
Syed Sher Ali Rizvi
Lee Robinson
Lindsey Robinson
Irina Rodkina
Virginia Rodriguez Ibarreta
Dan Rogers
Sergio Romagnoli
Adam Rosenthal
Paul Jonathan Roth
Benjamin Macaulay
Rothman
Christopher Rothrie
Alison Rowland
Sioned Ellen Rowlands
Amit Roy
Rohan Robert Ruddock
Marta Rudna
Alexandra Russell
Victoria Jane Ruston
Askarjon Ruziev
Stephen Ryder
Sonia Sadaf
Farah Noreen Saddique
Hassan Sadiq
Radoslaw Sadowski
Sahreen Safdar
Sonchoy Kumar Saha
Pardeep Sahota
Nibras Saied
Sajid Mahmood
Mohammad Sakib
Morwen Sale
Leah Sampson
Eslam Samy
Harminder Singh Sandhu
Reza Sardarizadeh
Armin Sarfaraz
Jason Sargeant

74

Careers
Saqib Sattar
Allison Barbara Jane
Saunders
Stevie Louise Sayell
Catriona Scates
Amy Scott
Greg Scott
Jason Scrivens-Waghorn
Lisa Scrivens-Waghorn
Jennifer Serridge
Girish Batt Shabajee
Deepa Shah
Prashant Shah
Raksha Shah
Rukhsar Shah
Rosanne Leah Shamash
Ying Nan Shan
Jessica Shanks
Rakesh Kumar Sharma
Carrie Sharpe
Sheikh Babar Hussain
Gemma Sherborne
Corina Ann Sherman
Denise Sherwood
Edward Shields
Shiraz Jamil Ahmed
Omowunmi Shitta
Nitendra Shrestha
Punit Shukla
Baldeep Sidhu
Graham Simm
Janeil Simpson
Harjinder Singh
Michael James Singleton
Hemanth Siripurapu
David Sizer
Neil Terence Michael
Skinner
David Skitt
Katarzyna Slabon
Andrew Slater
James Slater
Dimitar Slatinski
Agne Smalakyte
Jonathan Smales
Rebecca Smart
Amanda Frances Smith
Benjamin Smith
Claire Louisa Smith
Elaine Smith
Jordan Smith
Kathryn Smith
Leanne Smith
Lucy Smith
Mark Smith
Nicholas Smith
Peter Smith
Rebecca Smith

Simon Smith
Tracey Ann Smith
Wesley Smith
Edward Ian Snook
Muhammad Ziyaad Sobdar
Neil Harilal Solanki
Antony Solomons
Amelia Somerset
David Andrew Spedding
Tatiana Spencer
Elizabeth Spiteri
David Tharsan
Sriyoheswaran
Barbara Stanley
Neil Robert Stanley
Jill Steel
Helen Lee Sterry
Robert Stevenson
Mary Macdonald Stewart
Nicole Street
Reinhard Streicher
Victoria Anne Strickland
Lucy Jane Stryjewski
Gemma Stubbings
Helen Stubbs
Thomas Stuckey
Stuart David Styles
Ting Su
Sanjog Subba
Peter Sullivan
Farhana Sultana
Steven Sutton
Lorraine Swann
Lindsey Sweeney
Syed Hussain Murtaza
Syed Yasir Masood
Maria Szubinska
Camila Taallah
Louise Taitt
Egbe Takor
Katarina Tamblyn
Saurav Tandan
Nimesh Tanna
Shanel Tanna
Gabor Tarcsa
Jason Tay Gim Sim
James Taylor
James Taylor
Jon Taylor
Laurence Taylor
Lisa Nicole Taylor
Lynsey Taylor
Mary Joy Tejam
Tatiana Ten
Daniel Terhorst
Chetan Thakkar
Piratheepan Thangarajah
Amanda Lynette Thomas

Margaret Thomas
Melissa Thompson
Alison Thornley
James Thornton
Rachael Thornton
Thomas Thorpe
Ian Timms
David Tomlinson
Prabhjot Karen Toor
Paul Torrance
Kate Tranter
Alyssa Tresch
Richard Trim
Kelly-Anne Tudge
Stuart Andrew Tudor
Katie Louise Tullett
Kelly Louise Tupman
Gail Turbutt
Ben Turnbull
William Turner
David James Turrell
Alyson Tyrell
Mohammed Ahsan Ullah
Umair Abbas
Sharndeep Kaur Uppal
Martina Upton
Kamardeen Tunde
Usman-Dio
Chetna Vaja
Carlisle Van Der Merwe
Neera Vara
Sean Thomas Vaz
Katherine Susan Vernon
Vikas
Cristian Camilo Villamizar
Ranjeet Virdee
Arwyn Vobe
Vanessa Vorster
Shalinee Vyas
Hayley Wade
Fahmida Wadud Muhit
Wajahat Ullah Khan
Gary Walke
Bethan Walker
Fiona Walker
Laura Walker
Martin Walker
Nick Walpole
Peter Walsh
Xiaolei Wang
Yu Wang
Anastasia Ward
Anne-Marie Ward
Lara Anne Ward
Simon Ward
Ali Wasati
Magdalena Wasilewska
Christopher Watkins

Samuel Watling
Jacqueline Watson
Hannah Waudby
Joanne Webb
Zoe Webb
Natalie Jane Webster
Neil Michael Webster
Jade Wei-Ling Leong
Ausra Wheatley
Daniel Wheatley
Carl White
Gerald Whiteley
Andrew Whiting
Tom Richard Whitmore
Duncan Joseph Whittle
Thomas Whitton
Deborah Wickham
Michael Wicks
Andrew Wiklund
John Willett
Gareth Williams
Kate Williams
Lee-Anne Williams
Jonathon Williamson
Nataliya Williamson
Sarah Willis
Emma Willox
Stuart Wilson
Katrina Winfield
Oliver Wolfenden
Michaela Woodvine
Natalie Woodward
Margaret Irene Woolhead
Alexander Worsey
Abigail Wright
James Wright
Kirsty Wright
Beata Katarzyna
Xenophontes
Anna Young
Harry Young
Lisa Young
Stephen Paul Young
Qiao Yu
Julia Zaitseva
Arshia Simi Zaman
Shoakat Zaman
Marcin Zasada
Shumail Zehra
Elizabeth Zeisel
Pauline Zelmar
Rixiong Zhang
Shu Zhang
Xiao Zhao
Yinghui Zhu
Zubair Qadir
Katarzyna ZwolinskaSilveira

A good MBA
improves your
business network
‘This MBA improved my confidence in my ability and
made me re-think how the work I present is received in
the business world. It taught me that the story behind
the numbers you produce is just as important to senior
management as the numbers themselves. And studying
online was a very efficient way of learning while I was
holding down a full-time job.’

Richard Waring
finance manager – strategic support, O2

www.accaglobal.com
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A novel career
[

Ecolab FD Mike Shanks FCCA has managed to combine his day job
with writing a novel, a dark crime thriller to be published this month

It’s Mike Shanks himself who
describes his career as ‘anything but
linear’, qualifying it by adding that it’s
‘always going in the right direction,
but zig-zagging and bouncing off the
edges as I move along’.
And if the insight he demonstrates
into his own life is reflected in either of
his current careers, that of finance
director at Ecolab – a global provider
of water, hygiene and energy
technologies and services – and author
of a gripping new crime thriller Dark
Orchid, then he shouldn’t be too
concerned about what the future holds.
Because he’s right. His is not your
average career path.
Born in Elgin, Scotland and having
left school at 16, Shanks joined the
Royal Navy and spent seven years
travelling the world. ‘After this I left and
took the only job I could get, a
receptionist and mailman with a large
offshore manufacturing company.’
It was here, in his early 20s, that he
started to take an interest in finance,
but admits that ‘with zero
qualifications or experience, the
openings for me were very limited’.
Enter ACCA!
Shanks says he chose ACCA for a
number of reasons: ‘I could continue
to work – I needed the income – and
didn’t have to take three years off to go
to university; it seemed to be the most
flexible and inclusive of all the
accounting bodies and it was
internationally recognised, and working
overseas was on my wishlist.’
After four years of hard graft,
studying evenings and weekends, he
qualified and, to this day, is grateful for
the solid foundation the course gave
him. ‘It was certainly one of the best
career choices I’ve made,’ he says. ‘It
gave me a fundamental understanding
of finance and accounting and has also
opened doors for me.’

While he learned the theory of
accounting through ACCA, practical
application in the real world ‘with real
people and real businesses’ happened
in his first role in a small management
accounting firm in Inverness – Eagle
Consulting. ‘Three years with Eagle
Consulting taught me about real-world
accounting – hard work, but lots of fun.’

Travelling man
However, Shanks’ urge to travel and
work overseas meant that he would
soon spread his wings away from
Eagle – and away from practice – and
move to Switzerland, firstly in a role
with Johnson & Johnson and then two
years ago to Ecolab. A year ago he was
promoted to EMEA finance director for
a division of Ecolab, based in Zurich.
‘Day to day this could mean anything
and everything; it is certainly not 100%
finance,’ he explains. ‘At the leadership
level within most organisations the
expectations are that we lead the
business, whatever that means that
day, month, quarter or year. We all

‘I HAVE ALWAYS ENJOYED READING, AND
WRITING HAS BEEN A HOBBY OF MINE AS FAR
AS I CAN REMEMBER. IT HELPS ME SWITCH OFF’
have specific roles to play, but the
more senior you get the more blurred
the edges become. A good finance
person has to be a good business
person and, reciprocally, a good
general manager has to be a good
finance person. We all have our distinct
titles and responsibilities, but the end
goal is the same and you have to be
prepared to jump into any discussion,
whether it be marketing, sales, R&D,
supply chain or finance.’
If this article finished here, any
aspiring finance directors reading it

would, no doubt, be encouraged and
inspired by Shanks’ determination,
hard work and success – from Naval
recruit to FD in a decade or so, but
Shanks’ story does not end there. He
had other ambitions.
‘I have always enjoyed reading, and
writing has been a hobby of mine as
far as I can remember. It helps me
switch off. It takes 100% concentration
and thus fully occupies my mind. I
decided at the end of 2011 that I
would give writing a book a go, nothing
ventured and so on. I set myself the
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goal of finishing it within one year and
then just started. Perhaps it’s a mid-life
crisis thing, but I don’t want to look
back and say “what if?”. If it flops,
then so be it. I tried.’
With a full-time job and a family,
trying took a lot of effective time
management. ‘I did try to write
something every day, but the realities
of family life, with three children aged
12, three and one, and a demanding
job, just don’t allow for this. Most of
my writing was done after the children
had gone to bed or during the “dead”

times; waiting to board a plane, hotel
rooms, buses and trains. I never set
myself a daily word limit because I
knew at the start I would never be able
to keep to it. Sometimes I would write
5,000 words in one sitting, then write
nothing for a few days or weeks.’

No harm done
Part of the acknowledgement at the
beginning of Dark Orchid gives a lighthearted insight into how he juggled
work with writing with family. In it, he
addresses his three-year-old son and

says: ‘Finally, thanks to Cameron for
enthusiastically joining in with my
sham multi-tasking. You survived,
so no harm done.’
Shanks’ aim was to finish the book
in a year, which he did, and once it was
in reasonable shape, he ‘blanketbombed’ publishers. ‘A friend of mine
recommended John Hunt publishing to
me as this was her publisher and they
came back positively very quickly. I
wasn’t sure what to expect. Overall,
though, I have been positively surprised
at the editorial and design process with
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Taut, brutal and gripping. An engagingly nasty piece of work.
Christopher Brookmyre

CAREER AND FAMILY

MICHAEL J. SHANKS lives and works in Switzerland with his young family.
By day he works as a Finance Director for a multinational corporation,
by night he writes, reads and fantasises about growing
tomatoes under a Tuscan sun.

Michael James Shanks
Born 20/07/1970, Elgin, Scotland
Qualifications: FCCA, MBA from Warwick Business School

DARK
ORCHID
MICHAEL J. SHANKS

www.roundfire-books.com
Fiction/Thrillers
UK £8.99
US $14.95

US $14.95

Cover image © Shutterstock
Cover design by Design Deluxe

CAREER:

Royal Navy 1987–1994
Halliburton 1994–1997
Eagle Consulting 1997–2000
Johnson & Johnson 2000–2010
Ecolab 2011 to date. Hired into Ecolab as controller for the healthcare
division, promoted to finance director for Nalco Division in spring 2012.
Family: Married to Jennifer with three children, Ryan, Cameron and Juliet.
Hobbies: Playing football, badminton, tennis and snooker. And writing.

John Hunt. It is slower than I am used
to in my day job, but I understand this
is normal for publishing.’
And so, at the same time this
magazine will be going to press, so too
will Shanks’ first novel. Dark Orchid
follows the characters Galston McGee
and James Bisset as they journey
through 1970s Glasgow, involving
white-collar fraud and organised crime
and is ‘a fast-paced story of love,
greed, resurrection and revenge’. It is
an achievement he is justly proud of,
but also perfectly willing to attribute to
lessons learned throughout his life.
‘The military attitude of “just do it”
has certainly helped me,’ he says, ‘not
just in writing a book, but in my whole

MICHAEL J. SHANKS

Follow Galston McGee and James Bisset as they journey through 1970s
Glasgow, white collar fraud and organised crime. As their lives intersect
the consequences are deadly and catastrophic. Dark Orchid is a
fast paced story of love, greed, resurrection and revenge.

DARK ORCHID

Everyone wants to do the right thing. Sometimes doing the right
thing can lead you down a path from which there is no return.

life. If you never take a risk, then you
will have a very safe, but also very dull
life. Embarking on my studies through
ACCA was a risk, changing jobs is a
risk and writing a book is a risk, but
without taking the risk or giving it a go
you will never achieve anything. This
book has an accounting fraud at the
base of it and this is something I
would never have come up with if I had
chosen an alternative career, but this is
only a very small piece of the whole.’
Which leads to the question: does
Shanks need to choose between
accountancy and writing?
Not yet, seems to be the answer.
‘Writing is my hobby,’ he says. ‘It’s my
extra-curricular pastime. I have written

Dark Orchid by Michael J Shanks,
published by Roundfire, is currently
available on Amazon pre order.
Roundfire is an imprint of
publishing house John Hunt.
about a third of my second book, True
& Fair, which will again mix finance and
crime. I like the idea of the main
character being an accountant, but this
time he will be a bit more adventurous.
Perhaps I’m on a quest to blow up the
dull and boring caricature of
accountants. I don’t think I will be
giving up my day job anytime soon
though. I enjoy my work, I work for an
excellent company and have plenty of
career-related things still to do before I
stop. Perhaps if Hollywood came
calling, then I might consider a career
switch, but for now I am very happy
doing both.’
And Shanks’ advice to aspiring
authors or, indeed, finance directors
reading this article? ‘Give it a go. Just
because you might fail doesn’t mean
you shouldn’t try, and you never know,
you might just succeed.’
Beth Holmes, journalist

ACCA

LOOKING FOR A NEW JOB?
www.accacareers.com/uk
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E-learning is flexi-learning
Undertaking e-learning via the My Development CPD hub is a flexible, convenient and
cost-effective way to gain knowledge, as ACCA members who’ve done so can testify
We’re constantly improving our
member resources to bring relevant
solutions to your development needs.
Our CPD hub, My Development,
brings a range of CPD learning
opportunities together in one place
including AB articles, CPD articles
with multiple-choice questions,
e-learning courses, face-to-face events,
podcasts, webinars and qualifications
from our partners.
Here we talk to some ACCA members
about their experiences of e-learning
and My Development courses.

Cris Blanco FCCA
Blanco is a director – internal audit
at COCESNA in Honduras and used
e-learning last year to improve his
knowledge in specific areas as well as
for CPD units.
What are the benefits of e-learning?
‘For me, the main benefit with all
e-learning is convenience – being
able to access study materials and
presentations at the best time for you
without the need to travel, or be away
from work or family for any length of
time. You can also study at your own
pace and gain new information which
will improve the quality of your work.
If you are committed to learning, and
hunger for new knowledge, then you
can easily get the information and
understanding you need through an
e-learning course.
‘I find e-learning to be a much more
cost-effective way to keep abreast of
new developments. The presenters are
mainly experts in their field, and the
materials and recordings are also often
available after the presentations.’

Maryam Morounkeji Maadan
ACCA
Maadan works at the Central Bank of
Nigeria as assistant manager in the

Cris Blanco

Maryam Morounkeji Maadan

macroprudential and trend analysis
division of the financial policy and
regulation department. The range of
topics offered through My Development
allow her to enjoy a varied learning
experience while meeting her
development needs.
What courses have you taken?
‘I have taken e-learning courses on
International Financial Reporting
Standards, which were open to ACCA
members following the unit route for
their CPD. I’ve also viewed related
ACCA webcasts even though I was
unable to see them live due to my
work schedule.
‘I’m also making use of e-learning
materials on financial risk management
provided by Kesdee and I’m planning
to enrol on two accountingcpd.net
courses, one on grammar and effective
writing for accountants, and the other
on communicating complex ideas.’

Lamin N’jai FCCA
N’jai is a finance officer at a leading
international health financing
institution in Geneva, Switzerland,
focusing on grants to tackle HIV/
AIDS, malaria and TB. The demands of
his job make it impossible for him to
attend classroom-based CPD courses.

Lamin N’jai

What should ACCA members consider
when choosing e-learning?
‘As a gentle introduction to e-learning,
read the CPD articles in the digital
edition of Accounting and Business.
Even though these count for only a few
CPD units they give you a taste of what
e-learning is all about. Then go to one
of the main e-learning providers who
offer a range of cost-effective courses.’

A final word?

Blanco: ‘It does not matter if you are
at home, at work or travelling – all you
really need is access to the e-learning
site, the chance to focus and listen,
and the ability to take notes.’
Maadan: ‘E-learning has been very
successful for me and I would advise
other members new to e-learning
to consider using it because of the
benefits it offers, especially in terms of
convenience.’
N’jai: ‘I would advise members to look
for courses which give you the chance
to access archived learning materials
or retrieve sessions to review at a later
date, as this is a valuable benefit.’
Why not give My Development a try?
Visit www.accaglobal.com/CPD
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ACCA UK runs an exciting programme of events across the country. You can find more information on any
event by visiting uk.accaglobal.com/uk/members/events

REGIONAL MEMBERS’
NETWORKS AND
DISTRICT SOCIETIES

25 June, Tuesday
Presentation Skills for
Finance Professionals, St
Asaph

Check websites for times.

ENGLAND
21 June, Friday
Formula 1: Success in the
Fast Lane, Manchester
22 June, Saturday
Healey’s Cyder Farm Tour
and Presentation, Cornwall
22 June, Saturday,
Charity 2013, London
26 June, Wednesday
Network and Develop, Bristol
26 June, Wednesday
How to Manage Your Talent,
Merseyside
To book visit http://
uk.accaglobal.com/uk/
members/networks/regional

SCOTLAND
13 June, Thursday
Networking – Top Tips,
Glasgow
18 June, Tuesday
Talk Your Way to Success,
Aberdeen
19 June, Wednesday
Stand Out from the Crowd,
Dundee
To book visit www.accaglobal.
com/scotland/events

WALES
19 June, Wednesday
Gaining Business Growth
through Export, Cardiff

27 June, Thursday
Golf Competition, Celtic
Manor
To book visit www.accaglobal.
com/wales/events

PROFESSIONAL
COURSES
15 June, Saturday
Saturday CPD Conference
Two, Swansea
15 June, Saturday
Saturday CPD Conference
Two, Aberdeen
18 June, Tuesday
Business Tax Areas
Explained, London
18 June, Tuesday
Capital Expenditure, London
19 June, Wednesday
Personal Power, Influence
and Success in Complex
Workplaces, London
19 June, Wednesday
Spring Tax Update, Kingston

22 June, Saturday
Saturday CPD Conference
Two, Glasgow
24 June, Monday
Advanced Budgeting,
Planning, Forecasting, London
24 June, Monday
Interpreting Accounts
and Reporting Relevant
Information, London
24 June, Monday
Capital Gains Tax, London
25 June, Tuesday
Anti-Money Laundering and
Counter-Terrorist Financing,
London
26–28 June
Channel Islands Conference,
Jersey
26 June, Wednesday
Money Laundering
Workshop, London
26 June, Wednesday
UK Tax Update, Isle of Man
28 June, Friday
Business Ethics in Action –
Bribery Act 2010, London

20 June, Thursday
Lean Finance, London

28–29 June
Residential Conference for
Practitioners, Stratfordupon-Avon

21 June, Friday
FX and Currency Risk
Management, London

29 June, Saturday
Saturday CPD Conference
Two, Sheffield

21 June, Friday
Starting in Practice, London

1 July, Monday
Employment Law 2013,
London

21 June, Friday
Practical Guide to ISQC1,
London

2 July, Tuesday
Carbon Reporting, London

3 July, Wednesday
A Practical Approach
to Private Company
Acquisition, London
4 July, Thursday
Making the Right
Judgements, London
5 July, Friday
Advanced Analysis of
Financial Statements,
London
6 July, Saturday
Summer Update for
Practitioners, London
6 July, Saturday
Saturday CPD Conference
Two, London
8 July, Monday
Fraud Prevention and
Detection, London
8 July, Monday
Effective Narrative
Reporting, London
8 July, Monday
VAT and the Global
Marketplace, London
9 July, Tuesday
VAT Update for SMEs,
London
9 July, Tuesday
VAT Update on Properties,
London
10 July, Wednesday
Key IT Risks, London
To book any professional
courses event contact the
team on 020 7059 5910
or professionalcourses@
uk.accaglobal.com
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Is governance broken?
The rules simply don’t work, ACCA’s recent Global Forum Symposium heard, and
perhaps never can, although others pointed to a different culprit for corporate failures
Corporate governance appears to
be in crisis, from banking to the
public sector. What, then, can boards
do differently to address the key
areas of performance, risk and
internal control?
At ACCA’s Global Forum Symposium
in London in April, it was suggested
that while it is easy enough to express
what is wanted from corporate
governance – the creation of value –
confidence in governance’s ability to do
so has been severely dented.
Recent reports into failings at UK
banks have concluded that high
standards of corporate governance were
met. But while the banks played by the
rules, they obeyed the letter rather than
the spirit of the governance code.
Forum members discussed how
encouraging the right behaviour could
be more effective than imposing
complex rules. Just concentrating on
making risk models cleverer was, it was
suggested, the route to future failure.
Gillian Fawcett, ACCA’s head of
public sector and staff expert on the
Global Forum for the Public Sector,
stressed that there was no clear link
between good governance and the
performance of an organisation:
‘Common sense says that a wellgoverned organisation should also
achieve high performance. However,
there is very little evidence to support
such a link. There are a number of
examples in the public sector of
high-performing organisations with
poor governance arrangements.’
But she added that there has been a
catalogue of failures in the public
sector: ‘Time and time again the
same issues come up: the lack of
skills, poor leadership, unethical
behaviour and the inability of boards to
understand the data put in front of
them, etc. The issues all lead back to
poor governance.’

Lorraine Holleway

Accountability is a key issue,
according to Fawcett, particularly in
the public sector, with its multiple
stakeholders. ‘The public sector is
developing in all sorts of ways, in
terms of new partnership models,
shared services and the increasing
provision of public services by the
private sector and this all blurs the
accountability lines,’ she said. ‘Even if
you look at the accountability lines in
local government, they are very
different compared to health – local
elected councillors follow different
ethical codes from health trusts.’
Lorraine Holleway, head of financial
reporting at Qatar Shell and chair of
the Global Forum for Corporate
Reporting, told the symposium that
concentrating on ‘softer factors’ seems
to offer a better route than refining
rules. She said: ‘Regulators struggle to
create rules to cover every eventuality
but it doesn’t work. People always find
a way to get round more rules. If you
have a set of principles you have a
greater chance of success. You need to
look at things holistically rather than
focusing on a number.’
However, some symposium speakers
questioned whether governance really
is in crisis or if indeed it matters if it
is. Peter Bonisch, managing director of
risk adviser Paradigm Risk, said: ‘The

banking crisis has been amplified and
transferred to other sectors but that
does not mean there is uniformly a
crisis of corporate governance. The
bigger concern is the limited capacity
to exercise control knowledgeably in
corporate boards. Corporate officers
are dropping the ball; the expectation
that corporate boards will pick up the
slack is both unrealistic and now
unfortunately all-pervasive.’
When the problem is viewed through
the ‘other end of the telescope’, the
key issue, according to Bonisch, is
whether businesses are taking enough
risk: ‘The governance structures we
have in place are doing the wrong
thing, discouraging boards from taking
the risks they need to take if we are to
achieve the level of wealth we demand.
If corporate boards are doing what is
required of them and still falling flat in
this area, then we have a problem.’
For more on ACCA’s global forums visit
www.accaglobal.com/globalforums
For a blog on the role of ACCA’s global
forums, visit www.accaglobal.com/blog

*ARE YOU THE BEST?

Is your firm one of the best in
the UK? The British Accountancy
Awards 2013 will recognise global,
national, mid-tier and independent
firms of the year – as well as
categories for individuals – at a
special ceremony at the Tower of
London on 20 November.
As the official partner, we hope to
see many ACCA members and firms
nominated for, and winning, awards
at the event. View the categories and
criteria and follow the step-by-step
guide to entering at www.
britishaccountancyawards.co.uk
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With the consultation
deadline less than two
months away, ACCA is
urging business leaders
and investors around
the world to help shape
the future of corporate
reporting by responding
to a new draft framework
for integrated reporting.
Helen Brand
The International
Integrated Reporting
Council (IIRC) is keen for
as many organisations as possible to respond to the
consultation draft of the framework by 15 July to
ensure the final framework reflects the needs of an
increasingly complex and demanding global market.
ACCA believes the framework will be a significant
step forward in corporate reporting because of its
focus on communicating how an organisation
creates value for the long term. This will mean
organisations reporting more widely on how they
employ various capitals, including financial, human,
natural and societal, which is essential to help
explain how 21st-century organisations can be run
as sustainable businesses.
Investors should also note the emphasis in the
framework on communicating information about
those factors that might affect future performance, as
well as on materiality assessments. ACCA says that
this can foster the credibility of company reporting
by ensuring that the issues addressed in reports are
those most material to a full understanding of the
organisation’s performance and prospects.
ACCA chief executive Helen Brand, a member of
the IIRC Council, said: ‘Having already produced our
own annual report last year using the integrated
reporting principles, we have seen the value this can
bring to us as an organisation and to those who rely
on our reporting. We believe integrated reporting
provides an opportunity for leadership and innovation
in the accountancy profession. But it is equally
important that reporting organisations and the
investor community play a significant role in the
consultation since they can ensure their views are
heard and that key issues which they might identify
can be addressed at an early stage.’
The new framework was extensively covered in last
month’s Accounting and Business. For more, go to
www.accaglobal.com/framework

NON-FINANCIAL REPORTING

ACCA and Deloitte have teamed up with
consultancy Lodestar and the Global
Reporting Initiative (GRI) to host the
Non-Financial Reporting Conference
2013 in London on 28 June.
The conference will examine the
development of integrated reporting,
consider the changing role for finance
professionals, and explore the legal
consequences of more integrated and
transparent disclosures.
Details at www.nfrconference.co.uk

SME SPECIAL OUT NOW

The critical role
played by the
finance function in
the growth of small
and medium-sized
enterprises (SMEs)
is among the issues
explored in a new,
special edition of
Accounting and
Business focusing
on the sector.
AB.SME also looks at what support is
needed to help small businesses
further internationalise their activities.
Other articles focus on the support
that small and medium-sized
accountancy practices (SMPs) can
offer SMEs, the role of capital
markets and sustainability. Sector
experts from around the world are
among the contributors.
ACCA’s head of small business
Rosana Mirkovic said: ‘AB.SME looks at
some of the important opportunities
that remain largely untapped by
policymakers and SME owners alike,
highlighting the important role of the
profession in supporting the potential
for further growth, from business
support to increasing financial skills
and capabilities within SMEs.’
The publication is available at www.
accaglobal.com/smallbusiness, along
with other resources to help SMEs.

VT Final Accounts is the popular Excel based
accounts production package from VT Software.
The latest version can be used to generate an
iXBRL accounts or tax computation file from
any Excel workbook or from the pre-tagged
templates contained within the package.
A large number of users of VT Final Accounts
have already successfully submitted iXBRL
files to HMRC.

To download a free 60 day trial please
visit www.vtsoftware.co.uk/ixbrl
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