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Editor’s choice

Former ACCA president Gill Ball OBE sees her role as director of finance at the University
of Birmingham as a vocation rather than a job. And with an institution whose economic
scope goes far beyond its student body, it’s not hard to see why. See page 14

FRAMEWORK FOR THE FUTURE
History never looks like history when you are living through it,
according to the quote from the late US politician John W Gardner.
But sometimes you suspect that you are witnessing something that
will significantly change things.
So it is with the draft framework for a new integrated reporting
model, launched on 16 April. It is designed to broaden corporate
reporting beyond just the numbers, to focus on six ‘capitals’: financial,
manufactured, intellectual, human, social and relationship, and natural.
You can read more in our coverage starting on page 18.
The ambition of the International Integrated Reporting Council is that
the integrated report will become a business’s primary report. Given the
many complexities it faces, it would be presumptive to assume it will be
successful in this, but I for one would put money on it.
For a start, there’s the huge raft of support it enjoys, including
investor groups, professional accountancy bodies such as ACCA
and the global accountancy firms. Then there’s the fact that many
companies, such as Coca-Cola and Unilever, are already involved in
pilot programmes.
Then there’s its existing success. Three years ago, few had heard of
integrated reporting. Now it’s a hot topic in finance functions and the
practice world alike.
But the main driver behind its future success is that it gives people
what they want – a wider, fuller view of a business and the way it
affects and is affected by the external factors such as the economy,
society, technology and the environment. All this makes it easier for
investors and others to assess its future prospects and make decisions.
Companies know that investors are more likely to provide backing where
they have fuller information, and the financial crisis has brought about a
more rounded, longer-term view of business health and success.
It looks like history in the making to me.

Chris Quick, chris.quick@accaglobal.com
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known for its
large financial
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News in pictures

01

Pictured here
with then US
president Ronald
Reagan, former prime
minister Margaret
Thatcher, who privatised
state monopolies and
revitalised business
culture in the UK, died
last month

02

Former KPMG
auditor Scott
London has been
charged with leaking
client information for
insider trading in the US.
See page 10 for more

03

Grant Thornton
has had a
decade-long lawsuit into
its role in Parmalat’s
2003 collapse dismissed
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04

A first round
of talks have
finished in Belgium on a
free-trade deal between
Japan and the EU. The
deal, expected to take
years to complete, is
projected to boost EU
exports to Japan by
up to 33%, Japanese
exports to the EU by
24% and EU GDP by
0.6–0.8%

05

Administrator
BDO has saved
Portsmouth FC from
liquidation by striking
a deal with creditor
Portpin and selling
the League One club
to Pompey Supporters
Trust

06

Pro-democracy
protesters in
Bahrain once again
targeted the country’s F1
race, having forced the
cancellation of the event
once before, in 2011

07

The strength of
the currency is
squeezing Australia’s
film industry, whose
previous successes
include The Revenge
of the Sith, the third
Star Wars outing for
robot character C-3PO
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News in graphics

15% ROLLING FORECAST
72% ANNUAL BUDGET AND

QUARTERLY REVISED FORECAST

ROLLING BUDGETERS IN MINORITY

A recent ACCA ‘Best Practices in Rolling Forecasts’
live webinar found that only 15% of participants were
using new-kid-on-the-block rolling forecasts within their
organisations, with a clear majority (72%) sticking with
traditional rigid annual plans, budgets and forecasts…

1
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24%

56%

20%

NO EVIDENCE

SOME EVIDENCE

VERY COMMON

BUDGETING SANDBAGGERS AT LARGE

…Participants were also asked for evidence of ‘sandbagging’
in their organisations, whereby managers temper
expectations of superiors by giving guidance below what
they know will be achieved. A majority of those questioned
said they were aware of such a practice occurring.

SWITZERLAND
GERMANY
AUSTRIA
SPAIN
UK
US
FRANCE
CANADA
SWEDEN
SINGAPORE
AUSTRALIA
NEW ZEALAND

PULLING POWER

The UK has come fifth in a survey of favoured tourist destinations, according to The Travel and Tourism Competitiveness
Report for 2013, compiled by the World Economic Forum. Although beaten in the popularity stakes by Switzerland,
Germany, Austria and Spain, the UK did win out over traditional vacation hot spots such as the US and New Zealand.
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68%

REPUTATIONAL
RISK

61%

DISRUPTION OF
OPERATIONS

50%

INCREASED COST
OF RESOURCES

47%

SUPPLY CHAIN
RISK

46%

FINANCING
RISK

PROTECTING THE NATURAL ENVIRONMENT

The private sector has a responsibility to protect the natural environment is the finding of a recent ACCA paper called
Natural Capital – what do accountants think? Survey respondents also identified the top five risks that natural capital
poses to operations in the private sector (see above). View the report at www.accaglobal.com/accountability

50 countries were
surveyed including the
UK (15%); Malaysia
10%; Ireland (8%);
Mauritius (6%); and
Pakistan (4%).
17 sectors were
covered, including:
construction; oil and
gas; public sector;
consulting; transport;
and manufacturing.
13% of respondents
were CFOs or FDs;
5% were CEOs or
other board directors;
and 8% were financial
controllers.

CORPORATE SUCCESS

63% agreed or strongly agreed that the long-term success of their organisations
is dependent on the natural world. 81% agreed or strongly agreed that the
private sector has a responsibility to protect the natural environment.

51%

LACK OF DISCLOSURE
GUIDANCE

49%

LACK OF
UNDERSTANDING

48%

LACK OF VALUATION
METHODOLOGIES

KEY BARRIERS TO REPORTING ON NATURAL CAPITAL

45%

NO STAKEHOLDER
PRESSURE

34%

THE ISSUE IS
NOT MATERIAL

Respondents highlighted a number of barriers to reporting on natural capital, the most significant being a lack of
disclosure guidance, a lack of understanding and a lack of methodologies.
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News round-up

RSA FACING AUDIT CRITICISM

Insurer RSA has come under fire
from some shareholders after its
financial report revealed that it had
paid outgoing auditor Deloitte more
than £10m for consultancy and other
non-audit work. RSA said that it
had engaged Deloitte to undertake
additional non-audit work because
it was unhappy with a previous
consultant. But RSA’s appointment
of KPMG as replacement auditor has
raised concerns because the chairman
of RSA’s audit committee, Alastair
Barbour, only recently retired as a
KPMG senior partner.

BANKS’ REPORTS MISLEADING

European banks’ accounting and
disclosure practices have been
described by Moody’s former vice
chairman as ‘a joke’. ‘There is little
relationship between a European
bank’s creditworthiness and its
financial reporting,’ wrote Christopher
T Mahoney on the Project-Syndicate
analytical website. He was responding
to the rescue of insolvent Cypriot
banks. ‘Both dead Cyprus banks
were solvent according to their
latest financials, and both passed
the European Banking Authority’s
2011 stress test,’ Mahoney pointed
out. He argued that the rescue’s raid

on deposits puts the onus on bank
clients to assess the creditworthiness
of their financial institution, but this
is in practice impossible because of
the misleading character of banks’
financial reports. See page 24.

KPMG HIT BY AUDITOR’S LEAK

KPMG has resigned as auditor of
Herbalife and Skechers after it emerged
that a partner had supplied confidential
market-sensitive information to a golf
partner for use in share trading. Scott
London was lead audit partner for
the companies and managed KPMG’s
Los Angeles business unit. KPMG
withdrew its audit reports for Herbalife
for the 2010/11/12 years and audit
reports for Skechers for the 2011/12
years, though there is no suggestion
that the financial reports will need
to be restated. London has admitted
he supplied the information for cash.
KPMG’s chairman and CEO for the US,
John Veihmeyer, said: ‘We condemn his
actions, and deeply regret the impact
that his violations of trust and the law
have had on our clients and our people.
KPMG will be bringing legal actions
against London in the near future.’

NEW UK GAAP

FRS 102 provides a ‘fundamental
modernisation of UK and Irish

LLOYD’S AUDIT GOES TO TENDER

Lloyd’s of London is putting its audit
out to tender. The current auditor is
Ernst & Young, which was reappointed
in 2001 after a competitive tendering
exercise. The Lloyd’s audit committee
chairwoman Claire Ighodaro said:
‘As a matter of good governance
the audit committee considers that
external audit should be subject to
a competitive tender during 2013.’
Lloyd’s limits the level of non-audit
work that can be carried out by the
auditor and the lead audit partner
must be rotated every five years.

SME REPORTING WARNING

Standard setters and regulators
have been warned against excessive
slimming down of SME reports. The
concerns are raised in an ACCA report,
Protecting stakeholder interests in SME
companies, which stresses the need
for SMEs to continue to meet effective
reporting requirements. John Davies,
ACCA’s head of technical, said: ‘This
process of re-evaluating the costs and
benefits of statutory accounting and
audit rules is something that is going
on in many countries.’ When Singapore
and Australia adopted simpler
reporting obligations, compensatory
measures were introduced to protect
shareholders’ interests. Read the report
at www.accaglobal.com/smallbusiness

KPMG AWAITS HBOS DECISION

KPMG’s audit of HBOS may be
investigated by the Financial Reporting
Council, following a damning report
on the bank’s collapse from the
Parliamentary Commission on Banking
Standards. The report found that
directors of HBOS were guilty of ‘a
lack of corporate self-knowledge’,
which enabled them to believe they
were operating conservative banking
practices, while actually exposing the
bank to excessive risks. The FRC said
it will decide whether to investigate
the bank’s financial statements after a
further report on the bank’s collapse
is published in the near future by the
new Prudential Regulation Authority. A
KPMG spokesman said: ‘We stand by
the quality of our audit work at HBOS.’

accounting standards’, says the
Financial Reporting Council. It replaces
most existing standards with one
succinct standard. FRS 102 will be
applicable to entities that are required
neither to prepare group accounts in
accordance with International Financial
Reporting Standards, nor to apply the
FRSSE. FRS 102 will put the UK ‘at the
leading edge of financial reporting’,
says the FRC. Roger Marshall, chairman
of the FRC’s Accounting Council, said:
‘FRS 102 brings a distinctly British
flavour to the international standard for
small and medium-sized businesses.’
See page 58.

HBOS’s condemnation by the
Parliamentary Commission on
Banking may also affect KPMG

RTI GOES LIVE

Real Time Information went live without
serious problems, according to HMRC.
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Analysis
THE GENTLE TOUCH

In these straitened times, smart accountancy firms are taking a long,
hard look at their structures and modus operandi as the slow-growth
market becomes characterised by a less aggressive approach

But the transition was assisted by the
last-minute approval of a six-month
delay in adopting RTI for organisations
with less than 50 staff. ACCA warned
that the full impact of RTI will only
be felt by businesses when the new
Universal Credit system is introduced
in October. It predicts employers will be
forced to make a number of additional
filings outside of the normal PAYE filing
when employee circumstances change
and called for changes to the Universal
Credit regulations to ease the burden
on employers. See page 22.

P52

spreadsheets and large databases.
Only one in 10 mid-tier managers
reports a clear audit trail for the use
and control of data.

CLOUD WARNING OFFERED

Accountants are being warned about
storing sensitive information in cloud
systems. ‘The accountancy sector is

IR DRAFT PUBLISHED

PwC RETAINS SCHRODERS AUDIT
Schroders has reappointed PwC as
auditor, despite previously replacing
the firm – which has been its auditor
for more than half a century. KPMG
was to have taken over from PwC, but
subsequently told Schroders it was
unable to take on the role because
it ‘did not meet the regulatory
requirements for independence for all
relevant Group companies’ (see page
38 for more). Following a competitive
tender exercise, PwC has also won
the audit of Cairn Energy, which was
previously audited by Ernst & Young.

TAX ACCOUNTANTS GET RAISE

Average pay for tax accountants has
risen by more than 10% in the last
year, increasing to £79,670. Two-thirds
of tax accountants received a bonus
of an extra 17% of their salary, worth
£11,000. Tax accountants received
7% more than the average for other
accountants, according to the research
produced by specialist recruitment
agency Marks Sattin. It suggested the
above average pay for tax accountants
reflects the complexity and constant
change in tax law.

FAILURE TO CONTROL DATA

Mid-level executives in the financial
services sector are having difficulty in
processing and understanding the data
they are presented with, according
to a report by software company
ClusterSeven. The company says
that the results reveal ‘dangerously
poor attitudes to business-critical
data’ where these are managed in

managers report that companies
are improving their debt collection
performance. Philip King, chief
executive of the ICM, says: ‘This
[improvement] is especially interesting
given the current debate around
the Prompt Payment Code, and the
imminent arrival of the EU directive on
late payment.’

Deutsche Bank is just one of
many stakeholders helping to
develop the IR Framework

currently undergoing a large-scale
transition from locally stored IT data
into the virtual cloud,’ says Gary David
Smith, co-founder of Prism Total IT
Solutions. He fears that accountants
and clients will migrate to cloud storage
without having the quality of staff, IT
systems and broadband to manage the
migration and data access properly.
Apple co-founder Steve Wozniak last
year warned that cloud computing
could lead to ‘horrible problems’
regarding ownership of stored data.

CONFIDENCE DIP IN CREDIT

Credit managers’ confidence fell
further in the last quarter of 2012,
according to the latest Credit
Managers’ Index. However, credit

The draft International Integrated
Reporting Framework has been
published and provides the foundations
for the new reporting model that offers
a more concise and consistent method
for communicating the creation of
value over time. Paul Druckman, CEO
of the IIRC, said: ‘Over the last three
years, the IIRC has built consensus
around the idea that the current
corporate reporting model must
change to meet the needs of today’s
business and investment environment.’
Coca-Cola, Unilever, Goldman Sachs
and Deutsche Bank have been
involved in developing and testing the
framework. ACCA chief executive Helen
Brand urged other stakeholders to
take part in the consultation: ‘Having
already produced our own annual
report last year using the integrated
reporting principles, we have seen the
value this can bring.’ See page 18.

IFAC ADVISES ON REPORTING

An International Federation of
Accountants report stresses the
business model must be at the heart
of integrated reporting. The lack of
consistency in how business models
are defined and disclosed highlights
the need for a consistent definition,
says the report, Business Model. Ian
Ball, IFAC principal adviser and chair
of the IIRC Working Group, said: ‘Being
able to communicate effectively on
an organisation’s capitals, business
activities, products and services, and
the outcomes they generate is essential
if a company is to communicate how it
creates value over time.’
Compiled by Paul Gosling, journalist
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Politics

TAX EXCHANGE TAKES OFF

PETROS FASSOULAS
IMMIGRANTS NOT A DRAIN

As the debate around immigration
rages, a government-commissioned
report by the National Institute
of Economic and Social Research
on immigration from Romania
and Bulgaria found that the main
motivation for people to move
abroad is to work, not to claim
welfare benefits.
‘Economic migrants are generally
young and healthy and, as such, do
not make major demands on health
services,’ the report states.
The current debate seems to focus
on the ‘cost’ of immigration and
ignores the contribution immigrants
make to the UK’s economy
and talent-pool. A study by the
Department for Business, Innovation
and Skills found that ‘overseas
students are estimated to bring £8bn
a year into the economy’.
A globally competitive economy
needs to be able to attract the best
people, and the current rhetoric
as well as policy initiatives on
immigration can only deter that talent
from coming to Britain. As London
mayor Boris Johnson warned, it is
‘making it difficult for universities and
the City to attract talent from abroad’.
Petros Fassoulas is head of policy,
Europe and Americas, at ACCA

A pilot tax information exchange has
been agreed between the largest five
EU states: the UK, Germany, France,
Italy and Spain. If successful, this will
be rolled out across the rest of the
EU and may be the basis for other
international agreements. The new
exchange model is based on existing
arrangements for implementation
of the US Foreign Account Tax
Compliance Act. The agreement on
the exchange follows a rapid period
of bilateral tax exchanges negotiated
by the UK with Guernsey, Jersey and
the Isle of Man. Luxembourg has
also agreed to drop its commitment
to banking secrecy by entering into
information sharing agreements
with the rest of the EU. The UK is
negotiating further information sharing
agreements with the Cayman Islands
and the British Virgin Islands.

BVI TAX REVELATIONS

Public figures including present and
former members of governments in
Europe and industry magnates are
among the thousands of people named
by the Washington-based International
Consortium of Investigative Journalists
as using the British Virgin Islands to
conceal their wealth. It is alleged that
the secrecy is enabling tax evasion and
hiding sanctions busting and drugs
trading from enforcement authorities.
The CIJ was anonymously sent a hard
drive containing 200GB of leaked files.

OFFSHORE PAY TACKLED

The Treasury has announced that it
will block tax avoidance enabled by
staff payments being made through
offshore employment intermediaries.
The agencies are often based in tax
havens and used to avoid employment
taxes. The Treasury says the agencies
present a growing problem, with HMRC
estimating that at least 100,000
workers are now being paid through
offshore intermediaries. Employees

are often unaware they are employed
through an offshore payroll and that
tax is being avoided. ‘The government
will give HMRC the powers it needs
to collect full employment taxes
for UK workers,’ said the Treasury.
‘Employment taxes will be payable for
all employees in the UK, irrespective of
where their payroll is located. Cracking
down on this avoidance will benefit the
Exchequer by almost £100m a year.’

GREEN-THINKING ACCOUNTANTS

Accountants are clear that businesses
have a duty to protect the environment,
according to an ACCA survey. Some
81% believe the private sector
should protect the environment,
says the study, Natural Capital –
what do accountants think? The five
main commercial risks posed by
environmental damage are business
reputation, operational disruption,
scarcity and cost of resources, supply
chain risks and financing risk. Gordon
Hewitt, sustainability adviser at
ACCA and author of the report, said:
‘The loss of natural capital exposes
companies to a range of risks and
opportunities that can impact profit,
asset value and cashflow.’ See page 9.

TAX HEDGING WARNING

The Organisation for Economic
Co-operation and Development has
warned that aggressive tax planning
schemes based on after-tax hedging
pose a threat to countries’ tax revenues.
Hundreds of millions of dollars are at
risk, calculates the OECD. The banking
sector is blamed for the origination of
the hedging products, but their use has
spread to other sectors and now beyond
corporations to mid-sized businesses.
Any country that taxes the results of
a hedging instrument differently from
the results of the hedged transaction
or risk is potentially exposed to such
schemes, warns the OECD.
Compiled by Paul Gosling, journalist
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CFO interview

UNIVERSITY

CHALLENGE
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Higher education is entering uncharted territory, with a fundamental transformation
in its funding structure. Yet despite these challenges, Gill Ball OBE FCCA, director of
finance at the University of Birmingham, is optimistic about the future

G

ill Ball is patiently posing
for our photographer in a
biting wind in front of the
Victorian facade of the
University of Birmingham, where
she has been director of finance for
the past 18 years. The photographer
halts proceedings briefly as a
pair of students dressed as tigers
wander through the background. Ball
shrugs and smiles; it’s just another
Wednesday afternoon at the office.
The vast campus is swarming with
life, as students with bags of books,
sports equipment and the odd musical
instrument move from building to
building. Delivery vans, security and
maintenance staff, and small groups
of prospective students for the next
academic year weave through the
courtyard. It all serves to underline
what Ball, back in the warmth of
her office, says about her role: ‘Most
people don’t understand what goes on
in universities. This is a huge business;
our income is almost half a billion
pounds a year. We employ over 6,000
people. And there are up to 28,000
students on campus at any one time.
It’s like a small town.’
It certainly is. The campus is the
size of 182 football pitches. It has
banks, a bookshop, cafés and a
supermarket. There is an impressive
music auditorium, residences for
4,500 students, a library of 2.5
million books and sports facilities
of such high quality that the Jamaican
athletics team – including the
world’s fastest man – used it as their
training base before the 2012 London
Olympic Games.
All this needs to run like clockwork.
‘It’s a 24-hour, seven-days-a-week
campus,’ says Ball. ‘If you come here
at 11 o’clock at night there will still be
lights on. There’s always something
going on. It never sleeps.’ It is hardly
surprising that Ball can be found in her

office at 7.30am most mornings and
works long days and often at weekends
too. ‘My husband says it’s not a job,
it’s a vocation, and he’s right,’ she
says. ‘I couldn’t do it if I didn’t love it.
I never, ever wake up in the morning
and think, oh no not again.’
Ball joined the university in 1985 as
a technical accountant, after five years
working for local authorities in the West
Midlands. Initially hired to automate the
system for collecting research funding,
she became deputy finance director four
years later and then director of finance
six years after that. It is a far cry from
the career she imagined as an 18-yearold when she began a foundation
course in accountancy in Sheffield. ‘I
was shy and had very little confidence,
but this place has given me all that,’
she explains. This is partly because
she is surrounded by people who are
challenging – in the best sense of the
word – and partly because the university
actively encourages networking and
interests beyond its four walls.

ACCA presidency
It was this encouragement and support,
she says, that enabled her to have a
successful year as ACCA president in
2007 and to continue to be extremely
active in supporting a number of
research and educational bodies,
including the Higher Education Funding
Council for England, to the extent that
she was awarded an OBE for services to
higher education in 2012.
Her role at the university is
constantly changing, and never more
so than now. ‘Every time we have a new
vice chancellor – and I’m on my fifth
– the direction of the place changes.

The CV
2012

Awarded OBE for services to higher
education.

2007/08

President, ACCA.

1995

Director of finance.

1989

Deputy director of finance.

1985

Technical accountant, University of
Birmingham

1982

Accountant (with responsibility
for higher education), Coventry
City Council

1980

Trainee accountant, West Midlands
County Council

‘THERE ARE TOO MANY UNIVERSITIES IN THE UK
AND YOU HAVE TO ASK IF THEY ARE ALL
SUSTAINABLE – ACADEMICALLY AND FINANCIALLY’

16

It’s like working for a new organisation.
And, of course, the environment we’re
operating in is constantly changing.’
Indeed, the entire sector is entering
uncharted territory at the moment,
as its funding structure is undergoing
a fundamental transformation. Since
October 2012, universities have been
permitted to charge UK undergraduate
students up to £9,000 a year, the start
of a shift in the balance of funding
from government to student.
Birmingham has set its fees at
the full £9,000 – hardly surprising
as a member of the prestigious
Russell Group. There has been
much debate over what the new fees
structure will mean to students and
to the higher education sector itself.
The general consensus is that, over
time, some universities will inevitably
fail and close.
‘My personal view is that there are
too many universities in the UK at the
moment and you have to ask if they
are all sustainable – academically
and financially,’ says Ball. ‘But it is a
political issue because then you have
to ask, what are the criteria under
which they will close? Universities have
a major impact on the local economy
– when our students are away, local
businesses really feel it, from taxi
drivers to restaurants.’

‘WE’VE JUST HAD THE
RESULTS OF AN
ECONOMIC IMPACT
SURVEY THAT SHOWED
THE UNIVERSITY
GENERATED £1.1BN
OF SPENDING IN THE
LOCAL ECONOMY IN
2012 AND SUPPORTED
11,830 JOBS’
One consequence of the funding
reform, she says, is that the university
sector has become a market-led
business. ‘It’s become much more of a
deal between student and institution,’
she says. ‘Until the end of the 2011/12
academic year, we knew we could take
up to 4,500 new undergraduates every
year and we knew we could fill our
places. But now the cap on numbers
has largely gone and the best students
can go where they want. So we have
to market ourselves so we attract
the highest number of high-quality
students.’ That means creating a strong
‘student experience’, with the best
facilities, academic reputation and
teaching and research staff available.

What is clear is that the universities
that will thrive under the new system
are those with a strong teaching
and research record. In the higher
education sector as a whole, it is usual
for 70% of a university’s core income
to come from fees and government
funding for teaching, and 30% from
research activities. In Birmingham,
the £210m collected for teaching in
2011/12 was almost matched by
£145m raised for research from public
and private sector sources. ‘We are
research-intensive and that has always
been a key strength for us,’ says Ball.
‘There is huge value in our students
being taught by academic staff who are
active in research and at the forefront
of acquiring new knowledge.’

Research credentials
The university has an impressive
record on research, particularly in
the medical and engineering fields. It
has close links with Queen Elizabeth
Hospital, next door to the campus,
and with the major pharmaceutical
and manufacturing companies such as
GlaxoSmithKline and Rolls Royce.
Research is the key to the future
of the UK, but is expensive, which
means that universities are becoming
much more savvy in chasing public
sector and private sector funding
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for research projects, partnering
with businesses and in maximising
their income from the results of the
research. ‘We have a team that helps
to maximise our intellectual property;
so if an academic here has a great
idea, we find companies that want
to license the technology,’ says Ball.
‘It’s an increasing business for us –
and it means the research has to be
translational. We have for instance,
through research here, improved breast
cancer survival rates by 30%.’
The focus on translational research
does have its downsides, as anyone
with an interest in arts and humanities
will attest. The need to quantify the
likely results and value of research,
combined with the potential value of
the output of medical and scientific
research, means that less money
is channelled into the arts and
humanities, where the research is
far less likely to be marketable. Ball
acknowledges this is ‘just the way it
is’ across the entire higher education
sector, although Birmingham has had
some success with projects that cut
across the arts and sciences, such
as a project that created 3D digitised
images of the Staffordshire Hoard.
The focus on the delivery of
teaching and research highlights the
potential for conflict between the
academic community and the finance
professionals tasked with making
universities viable under the new
funding structure. ‘There is tension
from time to time,’ says Ball, ‘but we
see our role in finance as finding a way
to make it work. Things might not work
in the way the academic envisaged it at
the outset, but we try to find a way to
make it happen. We try very hard not
to say “we can’t afford to do that”.’
The 220-strong finance function
provides a full range of financial
services across the university.
One of the high priorities is to
give Birmingham’s academics the
professional financial help they need,
leaving them free to concentrate on
teaching and research. A team of
25 qualified accountants – many of
them ACCA members – are ‘business
partners’ and work with academic

The tips
*

‘Grab opportunities when they
present themselves. A career isn’t
just about luck and being in the
right place at the right time. If you
do something well, people ask you
to do it again and more of it.’

*

‘I’m dealing with very clever
people whose first reaction when
you say, “I think we should do this”
is “why?” If you have any ideas,
you’d better make sure that you’ve
worked through them well because
they will wheedle out any nonsense.
You have to know your facts.’

*

‘People in the world of finance
don’t automatically think of higher
education as a career path, mainly
because it’s not well understood
what we do. A university is just
like any other business, but much
more exciting!’

The basics
UNIVERSITY OF
BIRMINGHAM
£472M

University’s income 2011/12

£136M

Academic fees and support 2011/12

£254M

Staff costs 2011/12
departments to make sure that their
financial strategies, business plans
and budgets are all well defined and
managed: ‘We have to divert as much
of the funds as possible to supporting
the student experience and research,
because that’s our real output and my
staff give expert advice in maximising
those resources,’ says Ball.

Efficiency drive
On a university-wide scale, the aim is
to make sure that everything runs as
efficiently as possible: ‘We need to be
able to collect our income quickly and
international students add another
dimension to that as we can be dealing
with embassies, industrial sponsors and
students from 170 countries,’ reveals
Ball. ‘And we want to be able to pay our
suppliers on time and procure what we
need as ethically as possible – that’s
important to our staff, but it’s hugely

£47M

Estate capital investments 2011/12

important to the student union. There
are lots of pairs of eyes watching us.’
Things may be changing, but Ball
says she feels ‘very positive’ about
the future of higher education. ‘It’s
what makes the economy work,’ she
says. ‘We’ve just had the results of an
economic impact survey that showed
the university generated £1.1bn of
spending in the local economy in
2012 and supported 11,830 jobs in
the region too. Not only are higher
education institutions important to the
economy in themselves, but they also
produce the doctors and engineers and
people who are important to our lives.’
Liz Fisher, journalist
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VISION FOR THE FUTURE
It is time to unite behind the integrated reporting vision, says IIRC chief executive
Paul Druckman, as the organisation launches its draft international framework

H

ow many times
have you woken
up to the sound of
the day’s business
news being reported on
the television or radio? In
the vast majority of cases,
the journalist will focus
exclusively on the numbers
coming out of the business
– the previous quarter’s
turnover, profits and earnings per
share figures will be dissected in
minute detail, before the inevitable
prediction is made about how the
company’s share price will perform
when the markets open.
Yet how many times have you
checked later in the day to see whether
these predictions have come true?
Unless you work in the financial
markets, or for the particular company
concerned, probably not that often.

Predictions confounded
Take my word for it: more often
than not, the markets will respond
very differently from the confident
predictions made only hours earlier
on the breakfast news. It isn’t that
markets have a mind of their own, but
that they take into account a broader
range of factors than just the financials
when determining the value of a
particular stock.
The way businesses report has failed
to keep up with this reality. Integrated
reporting paves the way towards more
meaningful, concise and material

disclosures, bringing
corporate reporting up to
date.
Let me be clear. Numbers
are an absolutely essential
part of today’s corporate
reporting landscape. They
provide a measurable
benchmark from one
reporting period to another,
they are trusted by investors,
and assurance can be provided around
the process of preparing the financial
statements, which helps to underpin
confidence. And, thanks to the work
of financial reporting standard setters
around the world, the International
Accounting Standards Board (IASB)
and Financial Accounting Standards
Board (FASB) especially, the quality of
financial reporting today is very high. I
am proud that both the IASB and FASB
are represented around our table at
the International Integrated Reporting
Council (IIRC) and that earlier this year
we cemented our relationship with
the IASB through a memorandum of
understanding.
But think of a business today – for
example, one of the major businesses
involved in the IIRC’s pilot programme
such as Coca-Cola, Hyundai, Microsoft
or Unilever – and what you see is a
melting pot of creativity, talent, ideas,
financial resources, global brands and
reputation, all of which contribute to
the value placed on them as businesses.
The numbers in the financial statements
tell only a fraction of the story and the

predictive quality of these statements in
terms of the long-term resilience of the
business is waning.
It is also the case that population
growth, the shortage of natural
resources and climate change are
presenting businesses with very real
challenges, both in terms of managing
risks and in demonstrating to investors
the viability of business models over
the short, medium and long term.

Rebuilding trust
Today’s reporting model was
created at a time when financial and
manufactured resources represented
over 80% of the value of a business,
yet in the early 21st century it
is estimated that these physical
resources typically represent only
around a fifth of a business’s market
value. It is surely time to put in place
a different vision that supports the
rebuilding of trust and confidence in
reporting, enables more efficient and
productive capital allocation decisions
by investors, and creates efficiencies by
breaking down silos in the business.
That is the IIRC’s ambition and we are
not alone. The IIRC is an international
coalition of businesses, investors,
accounting bodies, regulators, standard
setters and other market participants
working together on creating a new
reporting framework. Together with
more than 90 internationally renowned
businesses, and over 50 institutional
investors, the IIRC is consulting over the
next three months on the consultation
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draft of its international integrated
reporting framework.
I encourage you to take part in this
consultation, which runs until 15 July
2013. In the first place, you can read
the consultation draft, which is at
www.theiirc.org/consultationdraft2013.
Please respond to the questions: if you
have strong views on only one aspect
of the draft, then you can just address
that issue. We will be grateful for all
caption
contributions,
style and it is important that
all voices are heard as we move forward
towards the release of the initial
international integrated reporting
framework this December. You can also
participate in events all over the world
during the consultation period – you
can find the details of workshops and
other events on the IIRC’s website.

Business underpinning
Reporting matters to business and
to the success of the economy. It
matters to investors, who must use
the information to make capital
allocation decisions. It matters to
businesses themselves, which need to
communicate how the business model
and strategy are creating value over
time. And it matters to society, because
a properly functioning corporate
reporting framework can underpin
business resilience, financial stability
and sustainable development.
Businesses spend a lot of time,
money and energy on collecting
management information and the
corporate reporting cycle each year.

Many readers will feel the burden
of reporting has increased to an
unsustainable level over the past 20
years and may question the wisdom
of embarking on a new initiative. But
integrated reporting is designed by
business for business. It is a marketled evolution in reporting that seeks to
address today’s challenges.
I do not pretend that we have all the
answers, but we are confident enough
to invite you to shape the future of
corporate reporting by taking part in
our consultation, which will do so much
to improve the business, investment
and economic landscape for the future.

Left: Hyundai is one of two South Korean
businesses on the IIRC pilot programme;
the other is SK Telecom
Above: Zhong Hua is a toothpaste brand
from Unilever, which, along with more
than 90 businesses and 30 institutional
investors, is part of the IIRC pilot
programme testing the principles, content
and practical application of integrated
reporting. The pilot programme will run
until September 2014, so participants
can test the draft framework in their
reporting cycles

*CAPITALS APPRECIATION

The current and future application of capitals in integrated reporting have
been set out in a recent background paper published by ACCA with the
Netherlands Institute of Chartered Accountants.
It explores the multiple capitals recognised by the International Integrated
Reporting Council (IIRC) as fundamental to integrated reporting: financial
capital, manufactured capital, intellectual capital, human capital, social and
relationship capital, and natural capital. All organisations depend on various
forms of capital for their success, including ones they do not own, and the
different capitals should be part of the business model and strategy.
The report provides a sound basis for the role of capitals in the integrated
reporting framework. It suggests new proposals for improving the categorisation
and descriptions of capitals adopted by the IIRC and provides more background
to what may be unfamiliar concepts to help in their practical application.
Rachel Jackson, head of sustainability at ACCA and a member of this
paper’s steering group, says: ‘Although companies depend on the six capitals
to different extents, collectively these capitals affect the long-term survival of
any company and influence its value creation. Reporting on them is therefore
a crucial element in future corporate reporting and will be necessary to meet
stakeholders’ expectations.’
You can view the paper at www.accaglobal.com/capitalsir
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Framework fundamentals
We provide key extracts from the consultation draft of the integrated reporting framework,
picking out the essential threads that will weave a more effective reporting structure
The framework lays the foundations
for a new reporting model that will
enable businesses to communicate
concisely how they create value over
time. An organisation’s business
model is the vehicle by which it
creates value. That value is embodied
in the capitals that the organisation
uses and affects. The assessment
of an organisation’s ability to create
value in the short, medium and long
term depends on understanding the
connectivity between the business
model and a wide range of internal
and external factors.
An integrated report prepared in
accordance with the framework will
disclose those factors:
reporting recognises that
* Integrated
value is not created by or within an
organisation alone, but is:

* influenced by the external

environment (including economic
conditions, technological change,
societal issues and environmental
challenges), which creates
the context within which the
organisation operates;

* created through relationships

with others, including employees,
customers, suppliers, business
partners, and local communities;
* dependent on the availability,
affordability, quality and
management of various
resources.
reporting therefore
* Integrated
aims to provide insight about the
following factors:

* the external environment that

affects the organisation;
* the resources and relationships
used and affected by the
organisation, referred to in the
framework as the ‘capitals’;
* how the organisation interacts with
the external environment and the
capitals to create value over the
short, medium and long term.

*

An integrated report results in a
broader explanation of performance
than traditional reporting by
describing, and measuring where
practicable, the material elements of
value creation and the relationships

between them. In particular, it makes
visible all the capitals on which value
creation (past, present and future)
depends, how the organisation uses
them and its effects on them.
The mission and vision
*encompassing
the entire
organisation set out its purpose and
intention in clear, concise terms.
Those charged with governance
*are
responsible for creating an
appropriate oversight structure,
within which the various elements
are in dynamic flux.
monitoring and analysis
*ofContinuous
the external environment in
the context of the organisation’s
mission and vision identifies relevant
opportunities and risks.
The organisation’s strategy
*identifies
how it intends to maximise
opportunities and mitigate or
manage risks. It sets out strategic
objectives and strategies to achieve
them, implemented through resource
allocation plans.
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THE SIX CAPITALS
*FINANCIAL

Left: Coca-Cola already publishes a
sustainability report and has been
engaged in gap analysis to help identify
what the business needs to be able to
produce a fully fledged integrated report

MANUFACTURED
INTELLECTUAL
HUMAN
SOCIAL AND RELATIONSHIP
NATURAL

Above: Microsoft, like many IT
companies, recognises that human and
intellectual capitals are its lifeblood,
and is seeking to clarify the links and
interdependencies with financial capital

The essence of integrated reporting is that an organisation creates (or
destroys) value over time by using, and affecting, the six capitals (or resources
and relationships) listed here in the context of its external environment (those
aspects of the legal, commercial, social, environmental and political context
that affect it).
The value that is created, or destroyed, is stored in the capitals that flow
through the organisation. Changes in the capitals over time are, therefore, the
measure of value created or destroyed by the organisation.
What goes on inside the organisation determines how it interacts with the
external environment, what capitals it uses and how it affects them. This is the
organisation’s unique value creation story, which integrated reporting, and in
particular the integrated report, seeks to demonstrate.
At the core of the organisation is
*its
business model, which draws
on various capitals in one form or
another as inputs and, through its
business activities, converts them
to outputs (products, services,
by-products and waste). The
organisation’s activities and outputs
affect the capitals. Some capitals
belong to the organisation while
others belong to stakeholders

or to society more broadly. The
organisation and society therefore
share the cost of input capitals and
the value created by the organisation.
The organisation needs information
*about
its performance, which
involves setting up measurement
and monitoring systems to provide
information for decision-making.
The system is not static; regular
*review
of each element and its
interactions with other elements,
and a focus on the organisation’s
future outlook, leads to revision
and refinement.
The consultation deadline is 15 July.

THE CONSULTATION DRAFT, WITH
DETAILS OF HOW TO COMMENT, IS AT
www.theiirc.org/consultationdraft2013
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RTI: THE LAUNCH

As early filers make their inaugural PAYE submissions under HMRC’s new real-time
information system, it is clear there are teething difficulties to be overcome

A

s Accounting and Business
went to press, most UK
employers running weekly
payrolls had made their first
PAYE submissions to HMRC under
real-time information (RTI), following
its official launch on 6 April.
Early filers weren’t helped by
the overlap with HMRC’s IT portal
maintenance, conducted at the start
of every tax year, which fell over
during the launch weekend. General
practitioner John Tiltman FCCA of
Stourton Accountancy Services,
which runs a payroll bureau, also
experienced some filing problems on
Monday 8 April. By Tuesday, however,
in Tiltman’s experience, both Employer
Alignment Submissions and Full
Payment Submissions (FPSs) were
going through more smoothly than he
had anticipated. According to HMRC,
between RTI’s start on 6 April and
the morning of 9 April, 70,000 RTI
submissions were processed.
Payroll experts were not exactly
counting their chickens, however, as
employers running monthly payrolls
still had to run their first FPSs. ‘So far
the mechanics of submitting the data
are going OK,’ says Helen Hargreaves,
senior policy and research officer
at the Chartered Institute of Payroll
Professionals. ‘But I will be glad when
we get through the first month.’
Many employers and advisers
running weekly payrolls have needed
considerable support. Helplines run
by HMRC and software providers
struggled to meet demand, with callers
sitting in long queues. ‘For a change as
fundamental as this, and with the vast
majority of payrolls in the country now
being mandated for RTI, you would

expect the helplines to be very busy,’
says Colin Ben-Nathan, employment
tax specialist and spokesman for the
Chartered Institute of Taxation (CIOT).
Answering queries appears to have
been challenging for helpline staff
themselves. David Heaton, a partner
at Baker Tilly, found some confusion

(see box). These could, perhaps, have
been announced a little earlier. ‘HMRC
didn’t give employers and their payroll
providers a lot of time to take on board
the detail – and there is a lot of detail,’
says Ben-Nathan.
Another challenge for employers
has been ensuring payroll data is

‘THE COST TO BUSINESS IS ENORMOUS. WE’VE
HAD REPORTS OF PEOPLE TAKING A DAY JUST
TO GET BASIC PAYROLLS ORGANISED FOR RTI’
among HMRC’s helpline personnel
about certain technical issues, referring
to an attempt to register a UK company
whose directors are all based in India.
‘The Revenue is saying they have to
come over to the UK and apply for a
national insurance number, otherwise
it can’t register the company,’ he
says. ‘But they don’t need a national
insurance number if they don’t do any
work in the UK. And there is nothing in
the legislation that stops a UK company
from having all non-resident directors.
The helpline staff need to be told that.’

Pragmatic approach
On a positive note, most payroll
experts believe HMRC has taken a
pragmatic approach to the launch of
RTI. There will be no penalties for late
filing of FPSs in 2013/14. HMRC also
appears to be applying a light touch
in relation to applying penalties for
inaccuracies in submissions.
A number of relaxations were
also announced in the run-up to
RTI’s launch, such as for expatriate
employees, situations involving share
schemes and small employer reporting

accurate and complete. ‘Employers
have had issues with getting people to
understand that they need to give the
necessary information,’ reports Rachel
Andrews, FD of Andrews Computer
Services and adviser to the Forum of
Private Business on payroll issues. For
example, some employees failed to
provide their middle name, but were
using a middle initial in their signature.
Such RTI preparations cost.
‘Accountants are talking about
doubling their payroll bureau charges,’
says Tiltman. ‘RTI shouldn’t be timeconsuming when it’s up and running,
but accountants have to get something
back [for time incurred up front]. So it
will cost the employer.’
‘The cost to business is significant,’
confirms Glenn Collins FCCA, ACCA’s
head of technical advisory. ‘We have
had reports of people taking a day
just to get basic payrolls organised
for RTI. There is also the cost of
ongoing training.’ Complexities in the
system need to be mastered, such as
remembering the need to tick a box
for temporary workers to prevent them
potentially being wiped off the system.
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*RELAX…

On 19 March, HMRC announced a relaxation of the
RTI reporting requirements for small employers:
until 5 October 2013, businesses with fewer than 50
employees, finding it difficult to report at the time
of every staff payment, could send information to
HMRC by the date of their regular payroll run (or
the end of the tax month, if earlier). In other words,
they could just file once a month.
‘This is welcome, but some people interpreted it to
mean that small employers don’t have to do anything
with RTI until October, and that’s not the case,’ says
Helen Hargreaves of the Chartered Institute of
Payroll Professionals. ‘There is just some relaxation
about when they [file payroll information]. And come
October, they will be expected to file on the same
deadlines as everybody else.’
HMRC also issued a clarification on 25 March,
reflecting the fact that commercial software
developers are not being required to change their
products to accommodate the relaxation. HMRC
therefore said that small employers using such
software should report (like larger employers) ‘on or
before’ employee payments are made.
If small employers are struggling with RTI, should
they panic? Probably not yet. ‘It’s not in HMRC’s
interests or within its resources to start policing
small employers before October,’ says Baker Tilly’s
David Heaton. ‘That, I think, is the bottom line.’

‘A range of such technical troubles are
beginning to come out,’ Collins notes.
Some employers have also incurred
charges for upgrading their BACS
software, the suspicion being that
some consultants have been charging
inflated fees. ‘Some people have been
opportunistic, charging £800 or £900
for a day on site,’ says Andrews.
Looking ahead, the CIOT would like
to work with HMRC to review how well
small businesses have coped with
RTI, whether they have submitted
what HMRC wanted, and whether
there is any case for extending
the reporting relaxation. ‘CIOT
has been very conscious of the
difficulties of small businesses,’ says
Ben-Nathan, ‘so we want to see a
period of reflection and review.’
Sarah Perrin, journalist
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ROOT CAUSES

While Cyprus struggles to retain its financial sector as a result of the European bailout
crisis, analysts blame a dysfunctional state system, human error and the 2011 ‘haircut’

T

he latest financial crisis to
hit the eurozone – hitting the
diplomatically recognised
portion of Cyprus – is perhaps
a case study in how to mismanage a
banking-reliant economy and of how
the international community can err
when applying a fix.
As Accounting and Business went
to press, the divided Mediterranean
island was faced with the prospect
of having to stop all government
payments unless fresh money pours in
by 24 April. It was facing the possible
collapse of its banking sector and an
outflow of foreign (mainly Russian) and
local capital from its banks.
Cyprus is well known for its large
financial system, estimated to amount,
according to the European Central
Bank (ECB) to seven to eight times
the country’s annual GDP. This on its
own may not have been a problem
European banking sources told
Accounting and Business. After all,
they say, not only was the size of the
banking system well known but other
countries with an even larger banking
sector, such as Luxembourg, which has
a banking sector equivalent to more
than 20 times the size of its GDP, do
not face similar problems.
Analysts agree that the turning point
for the Cypriot bank collapse was the
so-called ‘haircut’ imposed in 2011 on
Greek bonds, aiming to make the Greek

debt more manageable. Cypriot banks
– especially the two currently collapsing
banks, Bank of Cyprus and the Laiki
Bank (Popular Bank) – were heavily
exposed to these, with estimates putting
the combined losses at around €5bn.

Greek bonds mystery
The international consulting company
Alvarez & Marsal (A&M), hired by
the Cypriot government to probe the
collapse of the Bank of Cyprus, found
that while up to 2009 Greek bonds
held by the Bank of Cyprus were
worth less than €500m, they had
reached €1.75m by the first half of the
same year. The documents examined
did not provide a clear rationale for
the decision to amass Greek bonds
said A&M, indicating that a possible
explanation could have been the high
interest rates offered at the time. To
make things worse, A&M’s report said
that the bank’s supervision department
was potentially under-resourced, both
in terms of numbers and experience of
staff members.
The banking collapse has exposed
worrying dysfunction in the Cypriot
state and the political culture
of the island. Cypriot MEP Takis
Hadjigeorgiou, vice-chair of the
Confederal Group of the European
United Left – Nordic Green Left group
at the European Parliament, says
the crisis showed that ‘Cyprus lacks

the quick and efficient coordination
required to discuss, identify and
resolve problems in time, in this
very complex world. Those who were
actually recognising the threats were
not allowed by the system to express
their concerns and see specific action
being taken on it.’
As an analyst close to the Cypriot
finance ministry adds, there were
human errors involved and ‘unresolved
structural issues that nobody was
willing to touch as the system seemed
to be working’.
Adding further complexity is the
division of the Mediterranean island.
The northern part declared itself the
(internationally unrecognised) Turkish
Republic of Northern Cyprus following
a Turkish invasion in 1974. The GreekCypriot side, trying not to appear weak
in an ongoing diplomatic battle for
reunion, allowed fiscal deficits to be
‘covered-up’ and the ‘banks to develop
the way they did’, the analyst told
Accounting and Business.
But even so, they insisted, the
system may well still been working if
the Greek ‘haircut’ had not occurred.
‘It was the bomb that blew up the
foundations of the banking system,’
they say.
There is no denying political pressure
played an active part in how the crisis
is unfolding. The banking system
of Cyprus has often been accused
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‘THE HAIRCUT [AIMING TO MAKE THE GREEK DEBT
MORE MANAGEABLE] WAS THE BOMB THAT BLEW UP
THE FOUNDATIONS OF THE BANKING SYSTEM’
of turning a blind eye to money
laundering, especially by Russian
investors. Yuri Botiuk, partner at the
international law firm Pinsent Masons,
points out that ‘the amount of Russian
money in Cyprus’s banks was not a
surprise to the European Union (EU) or
the Cypriot government. That money
has been in Cyprus since the 1990s
so must have been taken into account
when Cyprus joined the EU in 2004
and when it joined the euro in 2008.
That money was “clean” enough for
both the EU and Cyprus at those
crucial dates. Furthermore Russia was
not part of the “troika” [the ECB, the
International Monetary Fund and the
European Commission] carrying out
the bailout talks. This could not have
been accidental.’
Russian capital makes up around
40% of Cyprus’s financial market,
according to Botiuk and is heavily
affected by the measures agreed by
the Cypriot government to face the
crisis. ‘The justification in this case
was apparently that the savings were
“dirty” Russian money,’ says Botiuk,
noting that ‘only time will tell the future
of Cyprus as an offshore jurisdiction’.
MEP Hadjigeorgiou notes that
were the Cypriot economy sound, ‘it
would not be possible for [effective]
political arguments to be put forward’.
In contrast to the prevailing thinking
among many European leaders, he
says Cypriot citizens were not really
benefiting from the foreign capital
as the interest offered to them was
around 5.5%, resulting in loans to
Cypriots being at high rates of more
than 6%. The main advantage, he
says, was the creation of a substantial
number of jobs. Hadjigeorgiou thinks
that ‘Cyprus is certainly also paying
for the need of Russia not to disturb
its relations with Europe’ and maybe
also for Moscow’s unwillingness to see
the island becoming a new natural gas
producing country.

Cypriot students protest
against the island’s financial
bailout conditions and
knock-on effects during a
rally in Nicosia

And many international investors
had been taking precautionary
steps. Paul Dennis, senior director
at member-based advisory firm CEB,
says that ‘many CFOs of companies
with operations in stressed eurozone
countries, such as Cyprus, took the
action last year to move cash out of
these economies in the event that the
banking system shut down. This does
not mean that they saw the crisis
coming, but rather they had adapted
their cash management approach to
reflect the new reality of the sovereign
debt crisis in Europe.’

Onerous conditions
The troika has of course imposed
harsh conditions on Cyprus for its
help. One of the most controversial has
been the imposition of a levy on bank
savings. A legal battle has already been
started by angry investors defending
their assets. Pinsent Masons’ Botiuk
says that although it is too early to
provide any certainty on timings ‘time
for litigation is measured in months
and years rather than hours and
weeks’. ‘That being said, with billions
in potential losses, a prudent Russian
may wish to take action, obtain a
judgment and then seek to enforce it

when Cyprus develops its oil and gas. A
judgment could give a tradeable asset
whereas at present there is, apparently,
expropriation without appeal.’
For Cyprus there is no easy way out.
The ongoing crisis has soured feelings
towards Greece and has opened the
way for a more energetic Turkish
diplomacy on the split island. While
many seem to advocate an exit from
the euro, Hadjigeorgiou believes it
would not solve any of the problems
that were created by joining the euro
but ‘it may also lead to Cyprus not
being able to extract any natural
gas. Given Turkey’s willingness to
be annoyingly present in this issue
there may be problems if we lose this
political protective shell of being part
of the eurozone.’
There is currently little cause
for optimism. The analyst close to
the finance ministry insists that
Cyprus may not become Greece v2
as the country had already started
implementing structural reforms before
agreeing to its loan terms with the
IMF, the EU and the ECB. The truth
is, however, that all involved are in
uncharted waters.
Michael Kosmides, journalist
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Taking the pulse
of the global economy
In his latest quarterly report, ACCA’s Manos Schizas explains why
the surge in optimism about prospects for the global economy
recorded earlier this year is likely to prove short-lived
Just under 2,000 finance
professionals took the 17th edition
of the ACCA/IMA Global Economic
Conditions Survey in late February and
early March – and painted a picture
of increasing optimism across most
parts of the world. Nearly one-quarter
(24%) of respondents said they were
more confident about the prospects
for their organisations than they had
been three months earlier, up from
19% in late 2012. Over two-fifths
(43%) believed the global economy
was improving or about to do so, up
from 30% in the previous quarter.
This wave of optimism was evident
across the board, with members in
large corporates perhaps a little more
buoyant than others. The Americas,
Western Europe and South Asia led the
recovery, while Africa, weighed down
by a very challenging environment
for SMEs and non-profits, provided a
significant and worrying exception.
While the rise in global business
confidence remained significant even
after controlling for changes in the
composition of our sample, it also

*THE VIEW FROM THE UK

In the UK, pressure on cashflow and new orders peaked in the
second half of 2012 but fell sharply in early 2013, albeit to
levels still higher than last year. Less encouraging are the figures
on business capacity building. Despite being on an upward
trajectory for about a year up to Q4 2012, this has now fallen
significantly. The overall trend is not encouraging, even though it
has still improved year on year.
This is despite the fact that growth capital has become more
accessible since mid-2012 and, although access became more
difficult in early 2013 it is still significantly easier than a year ago.
The underlying reason for the UK’s slow capacity building may
instead be that business opportunities dwindled in Q1, falling to
levels comparable to those seen a year ago. That said, the mediumterm trend in business opportunities is flat, so it is unlikely to weigh
capacity down for long.
Finally, FX volatility and inflation have been on the rise for the last
12 months, but appear to have risen further in early 2013.

remained significant after taking into
account such fundamental factors as
changes in business revenues, access
to finance, cashflow conditions and a
range of value-added opportunities.
This is not good news as it means the
confidence gains were bigger than could
be justified by improved fundamentals.
This is not to say the fundamentals
did not improve at the global level.
Access to finance has become easier
since late 2012, and although capital

CONFIDENCE GAINS WERE
NOT, ON THE WHOLE, DUE TO
IMPROVED FUNDAMENTALS
spending is flat, employment and
investment in staff development are
both growing, driven by rising orders.
The problem is that all this newfound optimism depends crucially
on expectations of a stronger global
recovery, and I believe that much of
this optimism is seasonal; it showed
up in early 2012 and in previous
first-quarter surveys, and is generally
reversed as the year draws to a close.
Remember, many finance professionals
work in industries that hire and pay
bonuses in the first quarter; that’s
bound to lighten the mood, even before
one counts the festive boost observed
in much of Asia around the time of the
Chinese New Year.
There is one more reason to expect
a significant loss of confidence in the
second quarter of 2013. Fieldwork
for Q1 was already almost complete
on 16 March when news emerged of
the controversial Eurogroup decision
to impose a depositor levy as part
of the resolution plan for troubled
banks in Cyprus. It’s obvious that
this measure, later adjusted to a
depositor and bondholder bail-in, has
strongly influenced confidence in the
banking sector of eurozone countries,
but it’s unclear how businesses have
responded. Our Q2 survey will consider
the issue in detail.
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THE ACCA/IMA GLOBAL ECONOMIC CONDITIONS SURVEY – HOW TO TAKE PART
The views of ACCA members are
highly valued and receive widespread
media coverage – in fact, our quarterly
economic survey is ACCA’s most cited

publication. So why not have your
say when the next quarterly survey
opens in late May 2013? Everyone can
participate – simply look for the link

in AB Direct or watch out for the email
invitation. The survey is carried out in
association with the US-based Institute
of Management Accountants (IMA).

TAKING THE GLOBAL TEMPERATURE

GOVERNMENT SPENDING

The ACCA Confidence Index reveals much less
pessimism in mainland China than in the rest of South
East Asia, although few regions were optimistic.

While a slim majority of ACCA members in Western
Europe support further spending cuts in their
countries over the next five years, their appetite for
austerity has lessened as Europe’s recovery has
weakened – and they think politicians will follow suit.
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THE ACCA CONFIDENCE INDEX

The Confidence Index assesses business confidence among ACCA members by subtracting
the percentage saying they have lost confidence from the percentage who still have it
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Inside track: a banker’s view
[

In the first of a series on access to finance, Simon Darshan, an associate credit director for Barclays Business
Banking Risk, looks at how lending applications from small and medium-sized enterprises are assessed

When a small or medium-sized
enterprise (SME) seeks funding from
Barclays, the business manager or
supporting credit team will follow
similar approaches in deciding whether
to approve the lending application.
Regardless of the sum requested,
a significant amount of judgment
is involved. Decision-makers can’t
just pump numbers into a computer
spreadsheet, but need to draw on their
experience and work hard to understand
the specific business and its needs.
Whether £20,000 or £500,000 is
sought, the perceived track record of
the owners and managers is critical
to the bank’s decision. Where the
SME is an existing customer with
a healthy track record, the bank
obviously has first-hand evidence

Q:

I understand that
banks need to assess the
SMEs to which they lend.
What are the key areas that
banks focus on when making
lending decisions?

performance and the strength of the
balance sheet. How highly geared is the
business? Does it have an appropriate
level of net assets? Cashflow statements
are also important to help the bank
understand the business and its needs.
Where a management team has
been running a healthy business for
some years, this gives considerable
comfort. If an owner-manager is buying

‘THE BANK WILL WANT TO GET A CLEAR SENSE OF
MANAGEMENT’S MOTIVATIONS, AND WHETHER
KEY MEMBERS HAVE A STRONG DESIRE TO SUCCEED’
to draw on. While the bank also
encourages lending applications from
new business customers, it will always
seek to understand the key drivers
behind the move. Bank statements
covering previous months are usually
requested. Where an introduction is
made by a reputable source, such as
a firm of accountants, this provides
extra reassurance. Searches will be
performed, such as credit agency and
county court judgment checks.

Management’s strengths
The track record of the SME’s
management team will be considered,
because the bank must have
confidence in its ability to run the
business successfully. Recent annual
financial statements will be reviewed
to help paint a clear picture of past

into a new business or moving into an
unfamiliar business sector, relevant
qualifications or useful past experience
will be looked for. The bank will want
to get a clear sense of management’s
motivations, and whether key members
have a strong desire to succeed when
embarking on a new venture.
When seeking to understand
management’s strengths, the
underlying business plan will come
under review. For example, with a
manufacturing business, the bank
might look at whether the production
capacity is consistent with projected
future revenues. Is the workforce the
appropriate size and appropriately
skilled? What are the core business
risks? Does the SME have a good
spread of customers and suppliers,
or is it highly dependent on any

one organisation? Is it vulnerable to
cutbacks in discretionary spending?
Considering such issues is important
for assessing the ability of the
business to repay any lending. The
stronger the financial management of
the business, the better. Are systems
in place to help management identify
if performance is slipping? Scenario
planning and sensitivity analysis –
producing forecasts based on a range
of assumptions – can also be helpful.
What would be the impact on profits of
a higher-than-expected increase in fixed
costs? What if sales don’t continue
to grow in line with past increases?
Such projections need to be prepared
by individuals with appropriate
credentials, whether a full-time finance
director or reliable external finance and
accounting professionals.
When assessing the ability of the
business to repay any lending, the
bank also needs to understand the
level of drawings that owner-managers
really need to take. Usual drawings
from the business may, for example, be
higher than absolutely necessary.

Purpose and amount
Banks will want to understand in some
detail the purpose of the lending
application – precisely what the money
is to be used for and how long it will
be needed. The purpose needs to
be legal; however, the bank will also
consider whether it is in the customer’s
best interests. Does it make sense?
Is the money going to be invested
in a business activity that has a real
future, or is it required to plug a hole
due to falling revenues in a struggling
industry? Again, the involvement of
respected professional advisers such as
accountants will be taken into account.
Input from solicitors may also be
required. Understanding the purpose
helps the bank to decide whether
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the nature of the lending is
appropriate, in terms of the type
of financial product, the associated
repayment terms and timescales.
Considerable judgement will be
applied in assessing whether the
amount of lending sought is reasonable
and appropriate. It could, for example,
be too large for the business to
support. Alternatively, the sum
may appear too small to enable the
management team to fulfil their aims,
or to cover all the costs associated with
a specific investment project.
When considering whether the
amount requested by the business is
appropriate, the bank will also take
into account the financial commitment
being made by the owner-manager
making the application. Their future
prosperity needs to be clearly aligned
with the success of the business.
The bank will consider whether the
balance of risk between itself and
the owner-manager is appropriate.
Again judgment is involved, taking
into account the size of the lending
application and the perceived risk.
Finally, the bank will need to
consider a worst-case scenario –

how it can recover its money if the
business becomes unable to meet
its repayment terms. The assets of
the business and the owner-manager
will be taken into account. Private or
commercial property could provide
security, potentially requiring current
valuations to be obtained. Life policies
with good surrender values may also
be relevant. Directors could be asked

for personal guarantees. Willingness to
give them provides a positive signal of
commitment to making the business
succeed and honouring any bank debts.
Barclays believes in responsible
lending to SMEs. In 2012 the bank
provided £44bn in gross new lending
to UK households and businesses, and
remains committed to continuing this
level in 2013.

*ONLINE ADVICE ON BUSINESS FINANCE

This article is just part of a partnership between ACCA and Barclays,
which is helping small and medium-sized enterprises (SMEs) to grow.
The initiative extends to a jointly branded area of ACCA’s website providing
advice to accountants in practice and SMEs on obtaining business finance.
Written by experts from both Barclays and ACCA, the site:
looks at the different types of finance available
explores what to consider when choosing which type of finance is the right
option for a business
explains how different types of loans are structured
provides guidance on making that all-important loan application.
There are also example business plans and cashflows to help put together an
effective loan application.

*
*
*
*

FIND THE ACCA/BARCLAYS SITE AT:
www.accaglobal.com/en/business-finance.html
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INTO THE BREACH

Alternative financing platforms such as crowdfunding, peer-to-peer lending and finance
matchmaking offer hope to the UK’s cash-strapped SMEs, a recent ACCA event reported

E

xpectations are growing
that alternative finance
providers can step into the
gap left by mainstream
lenders when it comes to funding the
UK’s smaller businesses.
Since the 2012 Breedon Taskforce
identified a potential £59bn funding
gap for SMEs up until 2016, alternative
finance providers have built up
considerable momentum. The market
need is clear and the technology
solutions are readily to hand.
Uncertainies remain, however, over
regulatory issues.
Alternative finance might not have
a long history, but it doesn’t entirely
lack a track record. As she introduced
ACCA’s first Alternative Finance
Conference last month, ACCA chief
executive Helen Brand said that the UK
now arguably leads innovation in the
sector globally, although it was the US
that pioneered the development of a
viable alternative finance market.
‘2013 can and should be the year
that crowdfunding and peer-to-peer
finance come of age, as properly
regulated services serving mainstream
business,’ she said. ‘Despite the
sluggish recovery, alternative providers
are still benefiting from what in
some ways is a very benign climate:
widespread mistrust of the banks
and the financial system, rock-bottom
interest rates, substantial interest from
venture capitalists and now government
support, too. It cannot always be this
way and the incumbents know this. In
the long term, competition is going to
be fierce.’
The keynote speaker at the event
was Jo Swinson MP, minister for
employment relations and consumer

affairs in the Department for Business,
Innovation and Skills. She said that the
government is keen to act as a catalyst
and encourage innovation among
alternative finance providers, while also
ensuring protection for the public. ‘The
Financial Conduct Authority welcomes
changes that mean members of the
public can become lenders as well
as borrowers. There is huge potential

Report – these have exerted pressure at
a time when banks are trying to recover.
All of this has led to a tightening of
terms, more collateral and security,
which hits SMEs, in part because they
tend to be asset-light.’
The UK was ready for take-off in
terms of its adoption of alternative
funding, he said. ‘The UK is unusually
advanced in its take-up of comparison

‘ALTERNATIVE FINANCE DEMOCRATISES
FUNDING FOR SMALL BUSINESSES’
here, but regulation is not the only
key to growth. It will also be down to
whether the lenders build a service that
is valued by investors and businesses.’
Indeed, the government has moved
to support these new channels for
SME finance. Through the Business
Finance Partnership scheme, it has put
£100m towards alternative business
finance providers, including £30m for
online peer-to-peer lending platforms.
In the latest round of this funding,
invoice finance platform Market Invoice
received £5m towards meeting working
capital needs in the SME sector.

Market snapshot
So what does the provider market look
like and how has it developed in the
UK? Andy Davis, former FT journalist
and author of Seeds of Change:
Emerging Sources of Non-Bank Funding
for Britain’s SMEs (Centre for the Study
of Financial Innovation, 2012), said
at the event that the conditions that
enabled alternative finance to develop
are clear. ‘An over-consolidated banking
system forced to retrench; re-regulation
in the form of Basel III and the Vickers

websites, insurance sites and so on.
The websites of alternative funding
platforms make rapid decisions, and
the style and tone of content on the
websites indicate a more approachable
breed of organisation.’
The key advantage for businesses
is that it enables them to diversify
financing risk. In the autumn of 2008,
owner-managers discovered the risks
inherent in single-bank relationships,
Davis argued. Other advantages
include speedy decisions in days not
months; much greater flexibility around
terms; a relationship that doesn’t
lock the borrower in; guarantees that
are less onerous; and competitive
rates available to armchair lenders.
‘It democratises funding for small
businesses,’ said Davis.
Simon Deane-Johns, solicitor at
Keystone Law and formerly general
counsel and company secretary at
peer-to-peer finance marketplace Zopa,
pointed out that alternative finance
is not really driven by the recession.
Zopa was established in 2005 during
a credit boom, when spreads between
savings and loans were very narrow.
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MORE ON VIDEO
www.accaglobal.com/...
Jo Swinson,
BIS

...altswinson

‘HUGE POTENTIAL,
BUT REGULATION
IS NOT THE ONLY
KEY TO GROWTH’
Helen Brand,
ACCA

...altbrand

‘2013 SHOULD BE
YEAR THAT PEERTO-PEER FINANCE
COMES OF AGE’
Andy Davis,
Prospect

...altdavis

‘UK IS ADVANCED
IN ITS TAKE-UP OF
COMPARISON
WEBSITES’
Simon
Deane-Johns,
Keystone Law

Jo Swinson: ‘SME funding must include alternative forms’

*SOME FUNDING MILESTONES

Zopa, the longest-etablished lending platform in the UK, has lent £285m to date.
Backers include London-based VC fund Augmentum Capital and US venture
capital firm Bessemer Venture Partners. It lends to individuals.
Platforms aimed at business include Funding Circle, launched in 2010, has lent
£81m. In a key deal, Lancashire County Council has advanced £100m, which is
ring-fenced for local deals.
Platform Black, backed by a range including high-net-worth individuals, family
offices and even a charity, ran its first commercial auction of invoices last June,
raising £1m. Over the past six months, it has raised £6m.
CrowdCube offers crowdfunding to startups and growing businesses and
has advanced £5.7m. It is backed by a 31,000-strong community of largely
private individuals. Its largest amount funded to date is £1m and its average
investment in a business is £137,700.

What Zopa and players that have
launched since are responding to, he
said, is a way of operating that reflects
consumers’ growing interest in dealing
with fellow consumers and businesses
directly, rather than institutions or
faceless corporations.

Minimal intervention

...altjohns

‘PROVIDERS NEED
TO INNOVATE BUT
LENDERS NEED
PROTECTION’

A key feature of that is a minimum
of intervention by the platform
itself. The platform directly connects
the investor or the lender to the
borrower or entrepreneur, and manages
the flow of funds that results from
those direct transactions. The investor
pays into a segregated account and
the platform allocates those funds

to the borrowers and, subsequently,
repayments to the lenders.
On the downside for the overall
development of this sector, said
Deane-Johns, there may be a greater
investor risk, which will vary according
to the type of instrument, ranging
from loans to debt investments to
equity in startups. So there’s a tradeoff emerging. Providers need an
environment in which they can thrive
and innovate, but this widening pool of
investors and lenders needs protection.
This is not an issue that the providers
can dodge. ‘It is incredibly important
they build a solid reputation because
of the visibility in the social media
of both the industry and individual
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Glenn Collins,
ACCA

deals and transactions,’ said DeaneJohns. Secure, reliable IT will play a
role in that, as will vigilant customer
services. ‘Platforms are very keen to
understand any customer problems
day to day, typically using Twitter to
flag confidential matters, but taking
those offline to address concerns.’
There is additionally a risk of
regulatory creep. When it comes to
setting up, there can be confusion
over what is lawful as well as is what
is overlap between UK law and EU
directives. What’s more, even slight
changes to the way in which providers
operate can have disproportionately
large outcomes.

Role call
So what is the role for accountants?
The Breedon Report advocated support
for the provision of more diversified
forms of debt finance, but noted the
lack of independent advice around or
government support for alternative
finance providers. In fact, professional
accountants are ideally placed to
provide independent advice on this
market. The introduction of the
Business Financial Advice Scheme – a
kitemarked organisation encompassing
ACCA, the Institute of Chartered
Accountants in England and Wales, and
the Institute of Chartered Accountants
in Scotland-accredited practices –
provides access to firms that are
primed to include advice on non-bank
sources of business finance. ‘Business
needs the right mix of finance going
forward,’ said Glenn Collins, head of
technical advisory at ACCA UK.
Swinson urged accountants to ensure
their clients are aware of the possibilities
that alternative providers bring: ‘Raising
finance is always challenging. The events
of 2008 made it even more acute. But
it is critical to our economy that SMEs
have access to funding and that must
include alternative forms.’
The regulatory issues will have to be
resolved but, in the meantime, crowd
due diligence is already emerging on
these platforms, with participants
asking questions of borrowers.
There are, said Davis, quite serious
interrogations going on.

It’s possible that the democratising
effect of these platforms may lead to
a new class of mass angel investors
with diversified portfolios made up of
quite small stakes – £5,000 over 20
businesses perhaps. And with major
sites growing at upwards of 100% per
year, it’s not skygazing to suggest that
this might be a £1bn industry within
five years, he said.
Louise Beaumont, chief sales and
marketing officer at Platform Black,
doesn’t see any halt on growth ahead.
‘With Basel III regulations demanding
even higher levels of capital retention,
the potential for alternative funding
to grow is huge. Terms available
from mainstream sources are hugely
disincentivising. Business people are
still seeing overdrafts withdrawn and
reduced. SMEs have been sitting on
their hands to a degree, but we need
to get the message out there that
they have options. Alternative finance
is small now, but we are growing
at a time when lending to SMEs is
going backwards.’
Greater involvement from a new
breed of armchair investors or lenders
would boost the growth of crowdfunding
and peer-to-peer lending. And the
government could assist that trend while
at the same time addressing a systemic
issue within the UK’s financial system.
An estimated £400bn is currently held
in individual savings accounts, half of
which is in cash deposits earning largely
risible rates of interest. If the Treasury
responded to calls to expand the range
of assets that can be held within the
ISA wrapper, it would enable savers to
diversify and get a better overall return.
SMEs, via alternative finance providers,
could be the beneficiaries. And a key
logjam within the UK financial system
might be removed.
As Deane-Johns says in his
blog, the Fine Print: ‘There is a
dawning recognition that it’s up to
entrepreneurs and private investors
to connect the dots between the low
returns on savings and the fact that
SMEs face a funding gap of £26bn to
£52bn over the next five years.’
Liz Loxton, journalist

...altcollins
Anil Stocker,
Marketinvoice

...altstocker
Elizabeth Obee,
FundingCircle

...altobee
Luke Lang,
Crowdcube

...altlang
Nigel Maine,
Finpoint UK

...altmaine
Sanjeev
Chhughani,
Bilbus

...altchhughani
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THE NEW ISA CROP

With savings rates on the floor and commission-based financial advice now swept away,
interest is growing in a simpler online choice of self-select stocks and shares ISAs

T

he Individual Savings Account
(ISA) is probably the most
successful government savings
initiative of all time, offering
the opportunity to shelter both cash
and equity investments from tax.
However, the ongoing suppression of
interest rates means that the cash ISA
is no longer the ‘file and forget’ safe
option it used to be.
‘The whole thing’s been turned on
its head,’ says Tony Vine-Lott, director
general of the Tax Incentivised Savings
Association (TISA). ‘Savings rates
have traditionally been 2% higher than
inflation, but with the Bank of England
lending money at government rates
there’s no desire to borrow off people
and they have nowhere to go.’
The onus is therefore on us all to
become more active investors. At the
moment the one relatively bright spot
in the financial gloom has been the
performance of the stock market.
In the past people who wanted
to invest in stocks and shares ISAs

would tend to use an IFA (independent
financial adviser) or their bank, often
ending up investing directly with a fund
manager. With the shake-up brought
by the Retail Distribution Review
this commission-funded model has
disappeared, which makes it difficult
for advisers who charge a fee to add
value to the smaller investor.
‘Because of RDR there’s a concern
that a lot of the mass market won’t
use IFAs, and almost all the banks have
pulled out of the market,’ says VineLott. ‘A large collection of people want
to invest but don’t know what to do.’
ISAs have always offered the
option for people to choose their
own investments, but in the past this
would have involved an account with
a stockbroker. Now online platform
solutions are being launched,
which build on consumers’ growing
confidence for banking or buying
insurance via the internet.
Platforms can offer advice, but the
dominant model is execution-only. An

intermediate approach for people who
wouldn’t traditionally be self-investors
is ‘guided investment’: a walled garden
with access to a hand-picked selection
of the more than 4,000 funds available.
‘It’s an attempt to provide some
support to people,’ says Vine-Lott.
‘It’s like the supermarkets – when
they reduced their range from 150
marmalades to five they found they
sold more marmalade.’

Self-selection online
This is the approach taken by Axa whose
launch of an online self-select ISA is the
first by a household name and platform,
and shows how rapidly self-investment
is becoming mainstream. Axa has taken
its existing dealing platform (previously
used by intermediaries such as IFAs)
and given consumers access to a subset
of funds and preselected portfolios.
‘Our objective is not to overwhelm
people with too much choice,’ says
Kevin Dicks, head of marketing at AXA
Self Investor. ‘There’s a tyranny of
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choice, which means you sometimes
end up not making a choice.’
Privatisations and demutualisations
mean that many smaller investors are
already involved in equities, but, says
Dicks, most such investors are still
relatively straightforward and intuitive
in their investment decisions.
‘We’ve tried to make a virtue of
simplicity,’ he says. ‘We’ve used our inhouse research to develop a “favourites”
range of funds which is really
thoroughly researched so that people
don’t have to worry about researching
thousands of funds. It’s a manageable
number so that people have scope to
build up their own portfolio.’
Axa Self Investor is hoping to offer
an attractive option for the first-time

online self-investor, but also to attract
busy professionals who often struggle
to keep on top of their personal affairs.
‘People want managing their
portfolio to be as frictionless as
possible,’ Dicks says. ‘Time is a
precious commodity.’
For those who wish to spend more
time investing, the options offered
by self-select ISAs are virtually
limitless. Fully open platforms such as
Hargreaves Lansdown’s allow access
to both funds and direct investment
in equities and even commodities and
contracts for difference.
‘Once people start doing it
themselves they gain confidence,’
says Danny Cox, head of advice at
Hargreaves Lansdown. ‘But we do

have safeguards to make sure they are
sophisticated investors before they go
down that route.’
Although ISAs might seem like
small beer for such sophisticated
investors, Cox says the tax advantages
accumulate over time. ‘There are other
options but you need to start with the
basics,’ he says. ‘We suggest you do
ISAs first, then pensions, then look at
what’s offered by the capital gains tax
regime.’
One prospect for the ISA selfinvestor is the ongoing consultation
over opening up the AIM market.
Although primarily a government
ruse to increase the capitalisation of
this sector and boost growth, these
investments are likely to qualify for
business property relief, so ISAs
could for the first time become part
of inheritance tax planning. And the
recently launched Junior ISA offers
more options for concerned parents.
However, while the UK investment
landscape seems to offer an option
for everyone it is still somewhat
fragmented. ‘We’d like there to be
one annual allowance for pensions
and ISAs,’ says Vine-Lott. ‘What we’re
asking the government to do is create
a savings strategy that’s designed
around the individual. At the moment
it’s designed around initiatives.’
Mick James, journalist

Comment
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Tweet or sour?
[

HR is keen for companies and organisations to embrace social media in order to better engage with
employees, says Peter Williams. But bosses have their reasons for not jumping on the bandwagon

Statistics suggest that UK employees
are not happy. Even though 75% of
organisations with more than 100
people on the payroll conduct staff
surveys, workers feel management
isn’t listening, according to think-tank
Tomorrow’s Company and advertising
agency trade body IPA. The most recent
research, from HR professional body
CIPD, shows what it calls ‘a worrying
deterioration’ in employees’ satisfaction
with their ability to feed views upwards
– particularly in the public sector.
The basic premise for the HR
profession is the idea that there is
a proven link between the existence
of the ‘employee voice’ and a range
of benefits for organisations which
include a more satisfied, trusting,
cohesive and productive workforce. It is
not surprising that the employee voice
is being drowned out by the howl of
the storm of economic bad news: the
threat of redundancies, pay freezes,
the absence of bonus or promotion,
the necessity to achieve more with less.
The workplace has been a joyless place
for many for half a decade.
Despite those outside forces,
the HR profession insists listening
to employees more would help to
shape the future direction of the
organisation in a positive way. And it
wants employers to take a radical step
forward and engage with employees
through social media such as Twitter,
rather than those annual surveys that
many of us will have dutifully filled in.
HR says that a lack of social media
savvy is directly harming organisations,
holding them back from rebuilding
trust lost in the recession and fostering
a culture of openness, collaboration
and innovation.
All this makes sense at one level:
your favourite social media tool does
give employees an open channel
through which to feed views upwards,

enabling collaboration and knowledge
sharing between employees at different
levels and different locations. And this
could drive new idea and innovation.
But there are so many downsides to
social media that it is no surprise those
at director level are either blind to the
upside or just ignorant of how it works.
At the heart of this is a generational
issue. All ages may use Twitter but
watching people of a certain age use it
(myself included) is the equivalent of
being forced to watch dad dancing.
Digital natives use social media
naturally, unselfconsciously and in
ways many digital immigrants just
don’t get. It unsettles me those I follow

on Twitter for work reasons send out
messages about their hobbies, private
lives and personal opinions on world
affairs. But I also know that’s oldfashioned thinking.
Equally old-fashioned are the bosses
who understand enough to know that
the problem with social media is the
absolute loss of control. The past
decades have seen an increasing
desire across all sectors to control
the message. Social media destroys
all that utterly. Give employees access
to such tools and they will use them
indiscriminately.
The CIPD is right: trying to stop the
social media tide sweeping through
the workplace is futile. But don’t
expect those running organisations to
embrace the ensuing free for all with
anything approaching enthusiasm.
Peter Williams, accountant and
journalist
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Who’s for the merry-go-round?
[

As the audit rotation debate hots up, businesses are recognising the change in climate and starting to
look at retendering, but the practicalities are proving worryingly challenging, as Robert Bruce explains

Changing auditors, or simply
considering changing auditors, can
seem sensible and positive. It makes
sense to the thoughtful onlooker.
So how come, as a Competition
Commission survey suggests, 10%
of FTSE 100 companies appointed
their auditors so long ago that they
have no clear idea when it was? Some
relationships go back to the century
before last. How could you argue
against the idea of encouraging or
regulating for change now?
But then comes the practical stuff.
Take one example of the insane
amount of time and complexity all this
drives. Back in 1998, Price Waterhouse
and Coopers merged and, as the audit
clients of each firm came under one
roof, a complicated process to sort
out any conflicts of interest began.
Walt Disney was one such client. The
US regulatory body, the Securities
and Exchange Commission (SEC), has
a very long list of things that might
breach independence. And it fined the

merged firm because the young child
of one of its partners had a framed
Disney share certificate, depicting
Mickey Mouse and his chums, hanging
above her bed. Doting grandparents
had been to Disney World, thought it
might be a nice present and hung it,
suitably framed, in their grandchild’s
bedroom as a memento. A conflict of
interest for the firm, said the SEC.

Disruption
We are entering an extraordinary period
of disruption for companies and audit
firms, inspired by competing regulators.
The Financial Reporting Council (FRC)
got in first. A year ago it suggested, on a
‘comply or explain’ basis, that the larger
companies should put their audits out
for tender every 10 years. And then in

February the Competition Commission
suggested that it was looking at
mandatory change, on a seven, 10
or 14-year basis. The prospect of
compulsion has raised the temperature.
Under mandatory rotation, says
Richard Sexton, head of reputation
and policy at PwC, ‘everyone loses
choice – there is one less to choose
from and you can be forced to change
at a difficult time’. This is what
happened in Singapore, which changed
its rule of mandatory rotation when it
realised that all the bank audits were
going to have to change in the midst
of the financial crisis. ‘There is no
evidence that people are better off with
mandatory rotation,’ says Jonathan
Hayward of consultancy Independent
Audit. ‘Any freshness brought by the
auditor is countered by the ignorance.’
What has happened since the FRC
proposals came into force is that the
market, recognising the change in the
climate, has started to get on with
change at a much faster rate than
people expected. ‘There has been
a clear call for change and so there
will be activity,’ says Steve Maslin,
head of external professional affairs
at accounting firm Grant Thornton,
positioned a rung below the Big Four
firms and hence eager for some of the
action to come its way. ‘You are already
seeing some pretty significant entities
thinking about change.’

Breaking up is hard to do
But how far an initial flurry of activity
will turn into a flood of action is unclear.
One high-profile effort at change ended
in tears at the hands of the complexities
of regulation. Last September the FTSE
100 asset manager Schroders was said
to be thinking of changing auditors
after more than 50 years of using PwC
and in January it announced that KPMG
would take over. A month later came the
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Schroders stymied: the company
drew back from its attempt to
change auditors after conflicts of
interest emerged

bombshell that, because of a conflict of
interest, it was sticking with PwC.
This is how Schroders described
the reasons for the debacle: ‘KPMG
provide a range of non-audit services
to Schroders across the group, each of
which had to be assessed in relation
to independence regulations in each
jurisdiction where Schroders operates.
One of these was a service in support
of certain regulated risk management
activities, which meant they were not
able to confirm their independence for
all group companies.’ KPMG declined
to comment. But you would have
thought that if Schroders was really
enthusiastic about changing auditors,
it would have found a way, particularly
after you see the exhaustive, costly and
time-consuming process it had put
itself through (see box).
Certainly the revolution ahead is
going to shake up corporate governance
systems and pile more pressure on
audit committees. ‘Our message to
audit committee chairs is that life is
going to change for them,’ says Maslin.
He expects investors to step in. ‘They
want more colour on how the audit
committees are looking after their
interests and they want a robust view
taken on audit.’ And he predicts much
greater forward planning. ‘They need
to be planning the retendering now,’ he
says, ‘and reaching out to as broad a
church as they can for auditors.’
For a firm like Grant Thornton, just
outside of the Big Four world, this is
important. ‘If we are to be a future

solution we need to have a meaningful
relationship with the company well
before audit tendering,’ says Maslin.
Among the largest companies this
might be wishful thinking; among the
FTSE 350 companies it might not. ‘It
will be a merry-go-round among the
Big Four firms,’ says Hayward. ‘There
is no indication that companies are
choosing the non-Big Four and there is
no reason why they should.’

Doomed to failure
The same complexities, particularly
in financial services companies, that
create the mayhem of conflicting out
also act as a bar to entry by smaller
audit firms. ‘We will see lots of tenders
with medium-sized firms tendering,’
says Hayward. ‘They will get very few
and eventually give up.’ Certainly the
resources required, if the Schroders

*A GRUELLING PROCESS

tendering example is anything to go by,
would be prohibitive over time.
And, pulling back from the theory,
people are arguing the practicalities
more. ‘The senior players already
change regularly,’ says Sexton. ‘US
CEOs average three years, CFOs
probably less than 10, non-executive
directors cannot go past nine years.
That provides continuing independence.’
‘It annoys me,’ says Hayward. ‘Lloyds
Bank has had the same auditors for over
100 years. I was on the audit 25 years
ago. Very few people,’ he says wryly,
‘have remained on that audit for the full
100 years. It does change naturally all
the time. The question is whether the
auditor has the right mindset, not how
long the firm has done it.’
Robert Bruce is an accountancy
commentator and journalist

The detail of what an audit retendering entails is laid out in detail in
the latest report and accounts from FTSE 100 asset manager Schroders.
All the Big Four firms responded to the Schroders ‘request for proposal’.
Proposals had to comply with the criteria of organisation and capability,
audit approach and delivery, audit quality, resourcing and engagement team,
and fees and terms.
‘The process comprised three stages: 28 interviews for each firm with
Schroders’ personnel, including the chairman, executive directors, audit and
risk committee members and key members of management (both UK and
globally); written proposals; and a presentation to the committee and the
chairman, the chief executive, the chief financial officer, Bruno Schroder, the
general counsel, the head of financial reporting and the company secretary’.
And after all that time and cost Schroders retained its existing auditor.
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Don’t ignore the draft

[

Engaging in the IIRC’s consultation is vital in
developing the integrated reporting framwork,
says ACCA president Barry Cooper

It has always been a source of pride to me that ACCA
has been at the forefront of developments within the
accountancy profession – the move to ensuring that
our syllabus was based on International Financial
Reporting Standards (IFRS) being just one.
Now ACCA is once again demonstrating its
pioneering credentials by not only being one of the
first adopters of integrated reporting (IR) – having
produced our most recent annual report to IR
principles – but also by calling for the business
community, companies and investors alike to ensure
they help shape the future of IR.
We have urged these groups to respond to the
International Integrated Reporting Council (IIRC)
consultation draft on an integrated reporting
framework to help develop a new corporate reporting
model. This will enable organisations to communicate
their activities more effectively and provide clear
information to stakeholders.
ACCA, as a committed member of the IIRC, believes
that responding to the draft is important, so that any
resulting reporting framework reflects the needs of an
increasingly complex and demanding global market.
In my meetings with members, employers and tuition
providers, many have commented favourably on our first
annual report produced along IR lines – which enabled our
stakeholders to see the bigger picture brought together in
what is hopefully an easily digested document. Our next
report will be another step along the IR route.
But this initiative is not only an opportunity to demonstrate
leadership and innovation in the accountancy profession.
It is also critical that those you advise play their part in helping
to shape the future of integrated reporting, by looking at issues
and challenges which can be addressed now and which
ensure that the IIRC gets the full picture.
You have a critical role to play, and I urge
you and your companies to engage in the
consultation process.
Professor Barry J Cooper is
head of the School of
Accounting, Economics
and Finance
at Deakin
University,
Australia
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Oh, CI!
[

The proposal that the same asset should be measured at amortised cost in the P&L but at fair value in the
OCI is inconsistent at best, and raises fundamental issues about performance reporting, says Jane Fuller

When I see the words ‘limited
amendments’ on a proposal from the
International Accounting Standards
Board (IASB), my gut reaction is relief
that there will be no need to respond.
Voluntary representatives of users of
accounts, like myself at CFA Society
of the UK, welcome invitations to drop
things from the priority list.
But the dismissive description
of ED/2012/4, which proposes a
new category for financial assets, is
misleading. This is not just because of
the revived emphasis on convergence
with US GAAP, but, crucially, because
it raises fundamental issues about
performance reporting and expands
the use of the other comprehensive
income (OCI) statement.
The timing is unfortunate since a
debate on the purpose of OCI is part of
the IASB’s revisiting of the conceptual
framework. Many users hope this will
provide a backdoor route into tackling
our biggest concern about International
Financial Reporting Standards (IFRS):
financial statement presentation.
The IASB’s ‘limited’ proposal is to
create a new category of financial asset
that is measured at amortised cost
(complete with impairment testing)
in the profit and loss account, but at
fair value on the balance sheet. The
difference between the two would run
through the OCI, hence the FVOCI label.
This waters down the plan for IFRS
9 on financial instruments, which was
to replace the four asset categories
of IAS 39 with just two – a welcome
simplification. One of those scheduled
for the dustbin was ‘available for sale’,
which this proposal revives but with a
new P&L treatment.
Questions raised by the draft include:
If the difficulty lies in the definition
of ‘hold to collect’ (for amortised
cost accounting) because even a
‘simple’ debt instrument might be

*

sold, then why was that not a key
point in the consultation?
If insurers complain of an
‘accounting mismatch’ because
assets are put in a different section
to linked liabilities, why is the OCI the
best place to marry these things up?
Why is the OCI being expanded when
users of accounts suspect it gives
preparers an opportunity to smooth
‘P&L’ earnings, and describe it as a
‘dumping ground’?

*

*

The logical inconsistency in
measuring an asset one way in the
P&L and another in the balance sheet
is criticised by IASB board members
Steve Cooper and Jan Engström in their
alternative view, which says: ‘Where
amortised cost is judged to be the
most appropriate basis for reporting,
this should be applied consistently
throughout the financial statements.’ In
that case, changes in fair value would
be disclosed in the notes.
An underlying cause of unease is
the sensitivity of the debate about ‘fair
value’ accounting. The FVOCI proposal
ducks the issue. It tries to satisfy both
those who think performance reporting
should be balance sheet driven and
those more interested in inflows and
outflows in the P&L.
In non-financial sectors the balance
sheet may be a poor reflection of assets
because internally generated goodwill
is ignored, but for banks and insurers
this matters deeply – the balance sheet
is where it’s at for valuation and risk
assessment purposes.
This is just the beginning of the
debate on what to do about the OCI,
including whether to abolish it. Could
it be replaced with a single income
statement with different sections, or
columns, that distinguish between
different types of income/expense and
balance sheet gains/losses? On the
timing issue, the long-established tools
of accrual accounting and cashflow
reporting also come into it.
The proposed ‘limited amendments’
look like a fait accompli. But the
IASB must not let this FVOCI patch
predetermine the outcome of a wider
debate on performance reporting.
Jane Fuller is former financial editor
of the Financial Times and codirector of the Centre for the Study of
Financial Innovation think-tank
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FINANCIALS PRUNED

Financial reports have become less
useful to investors and analysts over
the past five years, says business
analyst Metapraxis. The firm
examined FTSE 100 financial reports
and found that, despite efforts to
improve transparency, there had
been a reduction of 7% in financial
data in them, with forward-looking
financial data falling by 8%. This
suggests, said Metapraxis, that
boards are making decisions with less
information. Technology and utilities
companies have particularly reduced
their disclosures of past data, while
healthcare and telecoms companies
have cut the most from forwardlooking data. Simon Bittlestone,
managing director of Metapraxis,
said: ‘If companies are not providing
their shareholders with forwardlooking, quantified information,
it is most likely that they are not
comfortable with the way that they
forecast and plan scenarios internally.’

Sir Mike Rake

RAKE TO BE CBI PRESIDENT

Former KPMG International chairman
Sir Mike Rake is to take over as CBI
president in June, replacing Sir Roger
Carr. ‘His extensive international
business experience across a wide
variety of sectors will be hugely
valuable,’ said Carr. ‘I am confident
that director-general John Cridland and
Sir Mike will work well together and
that the voice of business will continue
to be both authoritative and clear.’
Rake is chairman of the BT Group, but
is standing down this year as chairman
of easyJet. He remains deputy
chairman of Barclays and a director
of McGraw-Hill.
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The view from:
Banking: Sreekar Periketi ACCA,
banking market risk, Santander
Global Banking & Markets
Q What does your role at
Santander involve?
A To develop and analyse the
market risk control framework
at Santander, which enables
the firm to manage its
exposure to interest rates, FX
and volatility risk. In addition,
I have regular contact with
stakeholders from audit,
finance, trading desks,
operations, IT and senior managing directors.
Q Santander is the second biggest bank in Europe.
What risks are associated with such wide exposure
and what’s the impact of this on your role?
A We monitor many different risks in the 10 main
markets, such as foreign exchange, sovereign and
economic impacts. I can see and understand how
different strategies are affected by the economic
climate in which we are in and how effectively the
risk is managed.
Q What systems does the bank have in place to
foresee and tackle these risks?
A We use both processes and systems to ensure
there is a robust control environment in place
for assessing and managing all types of risks
originating from retail, commercial and investment
banking. Investment in the latest technologies is key.
Q What would you like to change within the
banking sector?
A Risk management has never had greater
importance and I’d like to see this focus balanced
against innovation to take advantage of trade
opportunities. Economic growth can only be
achieved if banks and businesses manage their risk
effectively while expanding their business.

FAST FACTS

Location: London
Short CV: Master’s in Mechanical Engineering,
Imperial College, London. Joined Santander’s
finance division after completing the ACCA
Qualification. Joined the Global Banking & Markets
risk division and completed the CISI Diploma in
Financial Derivatives and Fixed Income Markets
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Skoda steps on the gas
Continuing our series of inside stories from ACCA members working on front-line projects,
Trevor Hodgson-Phillips FCCA discusses his role in accelerating Skoda’s UK expansion
The launch in March of Skoda’s Octavia
model in the UK is the latest move in
what the Czech car maker describes
as ‘the greatest model offensive in its
history’. Described by What Car? as one
of its favourite models – ‘cheaper than
a Golf and the same size as a Mondeo’
– the Octavia (pictured) appears in the
slipstream of the compact Citigo and
mid-size Rapid, launched last year.
Skoda’s attack on the UK car market
is yielding good results. Last year, it sold
more than 50,000 cars in the UK for the
first time, with its total of 53,000
representing annual growth of 18% in a
market that grew by 5% overall, and a
record market share of 2.6%.
But, says Trevor Hodgson-Phillips
FCCA, Skoda UK’s head of planning
and supply, he and his colleagues are
not resting on their laurels. This year
the target is to exceed 3% of UK
market share, a figure he describes as
a ‘tipping point’ because it makes
investing in Skoda more attractive to

partners. The headline to our
plan is that it has to be
sustainable and profitable to all
parties. It’s got to make money for the
factory and for the retailers.’
Skoda’s ambitions put HodgsonPhillips at the front line of its activities,
where his job is to make the right
judgments on a wide range of complex
and tricky issues, with the overall aim
of ensuring the right number of cars
are ordered from the factory at the
right time to meet UK demand, split

‘IF I GET IT WRONG, WE COULD END UP TRYING
TO SELL 500 OF THE WRONG TYPE OF CAR’
car retailers, and means people are
more likely to see one of its models in
the supermarket car park or cruising
down the motorway.
‘It gives us greater presence; we’re
more in the front of people’s minds
and our retail partners will invest in
the business,’ he says.
The Volkswagen-owned car maker’s
accelerating UK performance, he says,
is partly down to the strength of its
range. The Citigo, for example, is a
foray into the city car market, in which
Skoda has not previously been a player.
It’s also due in large part, he says, to
the ‘structured, credible plan that’s
been shared and engaged in by the
Skoda factory, Skoda UK and our retail

roughly 50/50 between fleet and retail.
This involves working with Skoda’s
factory in the Czech Republic, as well
as with retailers and staff across a
range of other functions at Skoda.
On top of this, he is responsible for
Skoda’s ‘tactical’ budget for initiatives
such as its ‘big fat zero campaign’,
under which the carmaker has been
supporting customer’s VAT costs.
‘We use a phrase in Skoda – “car flow”.
We plan our volume not just for the
month but also for the rest of the year,
by model and by channels – fleet and
retail. I also have a view as to what we
need to sell next year and the year after.’
Car production lines, he says, can be
likened to an oil tanker in that it takes a

long time to turn them. ‘They’re not
just fulfilling my requirements in the
UK, they deal with 100 or so markets.
There is right and left-hand drive,
different colours, different engines; it
takes a lot of logistics planning.’
Hodgson-Phillips manages stock in
the UK. ‘We build cars to customer
orders, but we also bring cars in to put
in the showroom, and ultimately we
have to sell those cars. So it’s about
stock management and maintaining
our liquidity.’
This kind of forward planning
involves measuring a myriad of factors.
TV ratings, customer feedback and
showroom footfall all help him decide
what to order from the factory, and
where budgets are best spent.
‘Once you’ve got that flow of data,
you need to ask, “How much is it
costing us? How much are we spending
compared to last year? When we spent
£x, what was the impact on orders?”’
He describes this ‘continual refresh’
as a ‘giant jigsaw’. ‘You’ve got to bolt
things together because you are
looking for a logic. You’ve got to look
outside as well – at what the
competition’s doing – otherwise you
can be too busy navel-gazing and miss
out on opportunities.’
What if he gets things wrong? ‘We
could end up trying to sell 500 of the
wrong type of car. We’d have to spend
lots of money doing that.’
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The tips
*
*

‘Everyone is very time-poor. You’ve
got to give people the key points.’
‘I encourage my team to move
away from “Trevor, here are the
numbers”, to “Trevor, here are the
numbers and this is what I think you
need to look at and why”. It’s about
interpretation and commentary.’

*

‘You need to make sure you keep
delivering great customer service,
otherwise you lose retention and
are totally reliant on conquering
new business. If we look after our
customers, we can make them as much
advocates of the brand as we are.’

Trevor Hodgson-Phillips with a vintage
Skoda 422 at Volkswagen Group’s UK
HQ in Milton Keynes
Hodgson-Phillips, 41 and a married
father of four, joined the Volkswagen
Group from Barclays as management
accountant for the Skoda brand 13
years ago and initially worked in
traditional accounting roles. But he
soon moved into more commercial
roles, including contract management
for training provision, setting up the
Volkswagen Group customer service
centre, and fleet planning.
‘But all the time, what I have had
underpinning my career is my ACCA
Qualification. Every job I’ve had since
leaving the finance department has
always had a financial underpinning,
allowing me to play to my strengths.
For example, the tactical budget runs
into millions, so I’ve got to bring my
financial skills into that.’
Chris Quick, editor

46 Corporate
Talent trends
How will tomorrow’s finance function look and how will this affect talent strategies for global
business? In new research, Jamie Lyon and Deborah Kops identify seven future trends
As the responsibilities of CFOs widen
and global finance functions shake up
the way they operate, the traditional
career path up through the finance
function is becoming less clear and
less linear. This presents challenges
for CFOs planning future talent
strategies that will be successful for
their organisations, and for ambitious
finance professionals considering how
to move on in their careers.
We have talked to a number of
finance professionals at organisations
such as Accenture, IBM, Deloitte and
Pearson to put together a report
looking at these issues, which we have
summarised in this article.
The report suggests a
number of trends that
could affect finance
talent management in
the future, and
focuses particularly
on the implications
of further growth
in shared
services,
outsourcing, the
rise of global
business
services
and their
relationships
with the retained
finance
organisation. We
hope to stimulate
the debate on the
future of talent
management in global
finance functions.

‘Super delivery’ hubs
The country destination map
for shared services and outsourcing
is well established, but we expect
that organisations looking to set up
finance shared service centres, or tap

into business process outsourcing
operations, will increasingly
concentrate demand in a few cities
where such operations will aggregate.
These cities could become innovation
hubs for finance operations and,
through their association with large
organisations’ brands, will represent
low-risk, desirable choices for finance
departments.

Talent not cost to drive location
Access to talent may take precedence
over cost as a driver in places where
finance operations through shared
services and outsourcing are based,
particularly as labour arbitrage
continues to diminish. Organisations
will look closely at the capability
profiles in certain locations, matching
skills to work, and source and invest

THE ELIMINATION OF THE FINANCE FUNCTION’S
CONTROL OF FINANCE TRANSACTION PROCESSES
COULD EVEN REMOVE THE NEED FOR FINANCE
SHARED SERVICE CENTRES OR OUTSOURCING
in senior talent in locations that
they view as key talent pools.
As a result, the finance career
proposition may become
location-sensitive.

Technology and
robotic software
With the increasing
cost of infrastructure
and wage inflation for
finance operations
in the usual offshore
locations, labourintensive models
are becoming less
attractive. While the
last 10 years have seen
increasing automation
of transactional finance
activities, there remains
a question as to whether
levels of adoption will change
the game. If they do, impacts
may range from the need to move
the provision and control of finance
transactions back to an ‘onshore’
environment through to decisions
to move the control of financial
transactions from the finance function
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to internal customers – the end users
themselves. This effective elimination
of the finance function’s control of
finance transaction processes could
perhaps even remove the need for
finance shared service centres or
outsourcing. In the retained finance
organisation, with the growing
digitisation of business, there will be
a greater need to extrapolate, forecast
and correlate ever increasing rich
customer data sets, extending the
boundaries of traditional ‘business
partnering’ activities. Is the finance
function the natural source of talent
to supply people into this important
area in the future?

Global business services
Finance career paths could be
profoundly affected by global business
services (GBS) implementation, with
its trend towards aggregating the
design and control of the business
model across the enterprise from an
operational standpoint. The crossfunctional leadership required to
manage GBS operations not only
requires additional, and different,
management capabilities, but also
creates greater opportunities for
broader enterprise leadership for
finance professionals who aspire to
positions beyond the finance function.

‘Hollowing out’ the finance
workforce
The shift towards adoption of finance
shared service and outsourcing
models has changed the nature of
the finance workforce, disrupted
traditional career hierarchies and
pathways, and ‘hollowed out’ finance
careers in the retained finance
organisation, causing a wide range
of career development structural
implications that businesses and
finance functions must address.

*TALENT PERSPECTIVE

Teuta Bakalli FCCA, CFO of Pepper Europe
‘As the role and responsibilities of many CFOs broaden, it’s essential they are
supported by a capable finance team that can bring expertise across a wide
range of finance disciplines, from core fiduciary and control responsibilities
through to partnering with the organisation to drive financial insight and to
support the strategic direction of the business.
‘As the role of the finance function continues to evolve, as a CFO I see a
number of challenges we must meet in developing talent. A much wider range
of skills are now called into play – a strong technical finance understanding is
an essential prerequisite, but increasingly it must be completed by a broader
range of business and management capabilities – strong communication
skills, influencing skills and, of course, commercial acumen in certain roles.
‘There are other challenges too; the advent of finance shared service models
and offshoring of core finance activities raises significant questions on how
talent in global finance functions can be best nurtured between the service
organisation and the rest of the finance function – traditional finance career
paths are becoming disrupted. The nature of finance leadership itself is
evolving also, as CFOs’ leading global finance functions increasingly manage
finance teams that span different countries, cultures, working practices and
languages, calling into play much broader leadership qualities.’
Teuta Bakalli is one of a number of finance professionals featured in
the new ACCA report Talent and capability in global finance functions

Increasing performance
expectations
Finance leadership will have to rethink
its talent imperative aggressively,
looking carefully at capabilities and
at the finance function’s relationship
with the business in order to help the
business create value and growth.
As a result, there may be a push to
move even more ‘higher-value’ finance
activities out into a shared service or
outsourced environment, freeing up the
retained finance function to intensify
its focus on providing insight.

Global workforce planning
Increasingly, viewing finance talent
only through the lens of the finance
function will be a suboptimal
approach, running counter to the

reality of today’s more matrixed,
complex and virtual business
structures, particularly with the
introduction of shared service and
global business service operations.
Effective global workforce planning
across the finance organisation must
play out at various levels: functionally;
within a shared service or GBS context;
geographically; and within different
layers of management.
Jamie Lyon FCCA is head of corporate
sector at ACCA and leads its finance
transformation research programme.
Deborah Kops is managing principal
of consultancy Sourcing Change, and
formerly a founding partner of one of
the first global business processing
outsourcing (BPO) units.
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Card-carrying careers
Continuing our series looking at the working lives of ACCA members inside big-name
businesses, we meet Richard Bryant and Vimal Nayee from American Express
Being part of an iconic financial
services brand clearly has its
attractions – between them Richard
Bryant FCCA and Vimal Nayee FCCA
have nearly 30 years of experience
with American Express, one of the
world’s leading providers of payment
cards and financial services.
The company was recently voted one
of the most admired companies in the
world by readers of Fortune magazine.
Listening to Bryant and Nayee, you
certainly get the feeling that employee
satisfaction with the company is equally

working in risk management, internal
audit, external financial reporting, US
regulatory reporting implementation
and developing the group’s approach to
the US Sarbanes-Oxley requirements.
And the international reach of the
organisation is such that, although
predominantly based in the UK, both
have been able to travel to many parts
of the globe, and are in daily contact
with colleagues around the world.
Bryant is currently a director in the
strategic process improvements group,
which looks after a number of key

‘ONE OF THE BEAUTIES OF WORKING AT AMERICAN
EXPRESS IS THAT YOUR ROLE IS CONSTANTLY
EVOLVING – IT IS A FAST-MOVING ORGANISATION’
strong – a feeling supported by the fact
that in the UK, Amex was ranked 12th
in the Sunday Times list of 25 best big
companies to work for in 2013.
Bryant, 46, joined Amex 12 years
ago, having previously worked and
qualified as an ACCA accountant with
British Airways. Nayee, 41, has been
with the company for 17 years – he was
previously at Halifax Building Society,
which he joined after university. They
are now both directors in the
controllership wing of the finance
function – Bryant has responsibility for
a number of financial reporting
projects, while Nayee works within the
business advisory group. But neither of
them has stood still for very long,
taking full advantage of the
opportunities that can be found from
working with such a global operation.
‘American Express has been around
for more than 160 years, but it is also
forward looking,’ explains Nayee. ‘It has
changed, but this change brings
opportunities.’ For Nayee and Bryant,
these opportunities have included

projects within the company. One of his
current projects is preparing Amex’s UK
operating companies for the new
accounting framework replacing old UK
generally accepted accounting
principles – reviewing the options
available within FRS 100 and 101, the
recently released standards that will
bring UK financial reporting more in
line with International Financial
Reporting Standards (IFRS).

Varied role
‘I also lead international
implementations, working with other
markets around the world that are also
going through a similar process of
changing their accounting standards,’
Bryant adds. ‘It is a very varied role –
currently I am working with Taiwan and
Chile. In addition I am monitoring plans
in India and Mexico.’
He joined from BA back in 2001.
Originally in a business processes
operation that supported a number of
European markets with its accounting
services, Bryant led a group of around

20 people. ‘It was a great opportunity
to work with people of different
nationalities, from different countries
and different cultures, because you
learn so much more from their
experiences,’ he explains.
In 2005 he joined Amex’s UK
controllership department, covering
legal entity governance and reporting.
‘It was a much more traditional finance
role,’ he says, ‘looking after our
external reporting requirements.’
During this time, Bryant was promoted
to director as his role and
responsibilities grew. ‘One of the
beauties of working at American
Express is that your role is constantly
evolving,’ he says. ‘This was one of the
reasons I wanted to stay at American
Express, because it is a fast-moving
and fast-changing organisation.’
During this phase of his career,
Bryant developed the financial
reporting processes for the UK
companies, a time that coincided with
the financial crisis of 2008. During this
period, American Express became a
bank holding company, a conversion
that presented some opportunities. As
Bryant explains: ‘We had to learn about
bank holding company reporting, so I
was heavily involved in this from an
international perspective, looking at
what it meant for subsidiary companies
outside the US.’

Time zone sensitivity
This led to other project roles, including
IFRS implementations, managing, as he
says, conversations with people that are
dispersed by thousands of miles. ‘We
are respectful of people’s work/life
balance,’ he explains, ‘the time zones
become embedded in you, so you know
when you can talk to people, and you
get to know the personalities so you
understand how flexible people can be.’
Nayee is currently a director in
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The CV

The CV

Director strategy and process
improvement, with responsibility for
leading the implementation of IFRS
across American Express.

Director, business advisory
controller, EMEA Global Corporate
Payments, American Express.

RICHARD BRYANT
2012

2007

VIMAL NAYEE
2012
Richard Bryant

Financial controller (director) for
American Express Services Europe.

2007

2004

Manager, EMEA controllership,
American Express.

Manager UK controllership;
responsible for financial control for
American Express UK legal entities.

2004

Manager, EMEA risk management,
American Express.

2001

Manager finance; responsible for
providing accounting services for
American Express across Europe.

1992

Gained ACCA Qualification while
working with British Airways.

Amex’s controllership group, the part
of the finance function that maintains
the integrity of the company’s financial
statements and a strong control
environment. Within this, he supports
the global corporate payments business
in Europe, the Middle East and Africa,
which provides a range of corporate
card programmes and expense
management tools to medium-sized
companies and large corporations.
‘My role is first of all to give
accounting advice to the business,
primarily to support the integrity of the
financial statements, while applying a
strong control and compliance
mindset,’ he explains. ‘For instance,
there could be a product that a
particular market wants to launch,
and I have to assess what the
implications will be from an accounting
perspective, where the revenue is going
to flow through and the balance sheet
impact. I would also need to look at the
legal entity implications, because we

2010

Director, governance and assurance,
UK controllership, American Express.

2002

Gained ACCA Qualification.
Vimal Nayee

are a global company, based in a
number of locations.’
When Nayee joined Amex he worked
for six years in a number of finance
roles, ranging from reconciliations,
financial accounting, investment equity
accounting and joint venture
accounting. During this time he began
studying for the ACCA Qualification –
he chose this route to becoming
professionally qualified as it could give
him the greatest flexibility. Wanting to
enhance his career by looking at the
business from a broader perspective,
he joined the internal audit group in
2001. Through the continuous training
opportunities available through the
company, he was able to supplement
his ACCA Qualification by becoming a
certified internal auditor.
Nayee’s time in internal audit allowed
him to look at the bigger picture of the
company, something that he has been
able to carry forward into subsequent
roles. Of course, during this time the

2001

Manager, internal audit group,
American Express.

company had to react to the SarbanesOxley legislation, which had a direct
impact on his department. ‘The SOX
programme was embraced by the
company, and so internal audit was
required to help the business units
embed the new processes,’ he says.

Development desire
Nayee then moved into a risk
management role in 2004, a result of
his desire, with the company’s support,
to develop his skills further. ‘It was a
big challenge, and at times I felt like a
fish out of water,’ he confides, ‘but I
was able to rely on my financial and
control background.’ His work covered
fraud prevention, an area that has a
direct impact on the bottom line.
The two directors first met in a work
capacity when Nayee moved back into
finance in 2007. Nayee was recruited
into the controllership division to help
embed an internal control framework
for the UK legal entities, and was
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The basics
AMERICAN
EXPRESS

Amex is the largest card issuer by
purchase volume and operates a
worldwide network that processes
millions of transactions every day.
It offers payment, expense
management and travel solutions,
including credit cards, charge cards,
travel insurance, travellers cheques
and foreign exchange.

2011

A record US$822bn (£534bn) spent
on Amex cards. There are more than
97 million cards across the world.

1963

Launches Green Charge Card in
the UK.

1959

Introduces plastic card in the US, an
industry first.

1958

Launches first card, which was
purple and made of paper.

1950

Amex formed through the merger
of three small companies as an
express freight company to ensure
safe and speedy transportation of
gold bullion and bank notes.
subsequently promoted to director level
in 2010. During this time, he also
worked on, among other things, the
senior accounting office (SAO) reporting
framework for UK tax authorities.
So both directors have managed to
pack in a great deal of experience and
variety during their time with Amex. But
what is it that has kept them in the
same organisation for this length of
time? ‘From my perspective, I have
always had opportunities, both in the

UK and outside, with the company,’
Nayee says, ‘together with training and
development from which you can
continuously benefit.’ In particular,
Nayee points to being able to have
access to senior leaders within the
organisation, people who are more than
willing to act as mentors.
‘This comes down to the fact that the
people here are respectful and they also
want to share their experiences,’ adds
Bryant. ‘They want to develop people,
and that’s great for our own careers.’
He adds that the company is very
supportive of continuing professional
development, so that the directors are
able to build on their technical skills as
ACCA members. Softer skills training is
also encouraged, and company-wide
training for all employees ensures
consistency across the group.

Act as mentors
And of course the directors act as
mentors themselves, and play a key
role in attracting, retaining and
developing finance staff in the group.
‘We act as ambassadors of finance,’
Nayee says, ‘It is part and parcel of our
roles. I was in their shoes 17 years ago

and know how important it is to have
someone that you can go to if you have
a problem or want to check something.’
‘It is an opportunity to share
experiences and talk in a relaxed
environment about what it is they are
looking for in their careers,’ adds
Bryant. ‘This is something that ACCA
helps you with as well; when you do
your exams you never think that you
might be using certain techniques in
your career, but it is incredible how they
transcend into how we manage our
work on a day-to-day basis.’
Outside work, both Bryant and Nayee
have families to keep them occupied;
Nayee has a 10-month-old baby boy,
while Bryant has a teenage daughter
and son, plus a horse.
Flexibility is a recurrent theme for
both Bryant and Nayee. They need to
be flexible to cope with the demands of
working for a global organisation, while
the organisation itself is flexible enough
to ensure they have a decent work/life
balance. And it is this flexibility that
allows them to benefit from the
opportunities that Amex can deliver.
Philip Smith, journalist

Practice

Simon
Michaels
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The view from:
Surrey: Yuliya Lezhankova ACCA,
audit manager, Ward Williams
Q What does being an
accountant and an ACCA
member mean to you?
A It means I can help individuals
and companies by giving them
accounting and financial advice
and support. Being a member
of a global organisation such
as ACCA means that I can
contribute to the global world
of accountancy.

BDO/PKF MERGER COMPLETES

BDO and PKF have completed their
merger and now operate under the
BDO brand name as part of the BDO
International network. The merged
firm will have revenues of around
£400m in the UK, 24 offices and
3,500 staff, including 300 partners.
Simon Michaels, BDO’s managing
partner, said that the merger had
‘created one of the strongest firms
focused on the midmarket, with
the breadth and depth to work with
ambitious businesses’. He added
that the enlarged firm wanted to win
more audit engagements from FTSE
100 companies.

Q What is your role at Ward Williams and how has
your career progressed so far?
A I started at Ward Williams as an audit semi-senior
and progressed to my current role as a corporate
services manager in less than five years.
Q What part do accountants play in helping grow
a business?
A They help new and established companies grow
and develop. By looking at the historic information
and comparing it to the future plans of a company,
accountants are able to warn the company of the
potential risks and suggest new possibilities for
future business development.
Q What is your number one career ambition?
A To open my own accountancy practice!

FAST FACTS

Location: Weybridge, Surrey
Favourite hobby: Gym
Favourite book: I have a few, but the book
that touched me the most was The Kite Runner by
Khaled Hosseini

51 Practice The view
from Yuliya Lezhankova of
Ward Williams; expansion
gives way to caution
43 Corporate The view
from Sreekar Periketi of
Santander Global Banking
& Markets; the inside track
on Skoda’s full-throttle
expansion in the UK car
market; how tomorrow’s
finance function will
generate seven new talent
trends; that’ll do nicely
– what it’s like to work at
American Express
55 Public sector The
view from Sammy Wilson
of the Northern Ireland
Assembly; London’s
Olympic legacy
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Timid times
Accountancy firms are responding to tough times by
becoming less aggressive, dashing the hopes of baby boomer
practitioners looking forward to a comfortable retirement

The economy has been stuck firmly
in first gear for a long time and
accountancy practices are no more
immune to the impact of the slowdown
than their clients. A recent survey by
publisher Bloomsbury Professional
suggests that accountancy firms are
running out of steam. The survey
shows that a mere 11% of firms
are likely to move into a new sector,
only 15% are thinking about organic
growth through opening a new office
in a bid to boost profitability, and half
that number, just 8%, would take the
bolder step of considering poaching
rivals’ senior teams.
Martin Casimir, managing director of
Bloomsbury Professional, says:
‘Accountancy firms are adapting to a
slow growth market and they seem to
be doing that by adopting less
aggressive expansion plans. Firms
understand that it will be tough to
increase profits in the current market
by growing turnover organically or by
acquiring teams or smaller rivals.’
If running the practice so it pays a
decent income is tough, a merger or an
acquisition may solve the problem. But
if the Bloomsbury survey is right the
chance of doing a deal looks slim. Just
under one in four – 24% – said that a
merger was likely or possible. As times
get tough the question of valuation
becomes more fraught. As with selling
your house in a market subsiding
through a lack of confidence, the first
problem is valuation.
It is a familiar picture to Andrew
Jenner, director of Kato Consulting,
which offers strategic consultancy to
accountancy firms: ‘Partners wanting to
sell – especially if retirement is on the
horizon – will take a view of the firm’s
value that may be based on multiples of
gross recurring fees that just don’t
make sense to a potential buyer.’
And unlike the housing market,
selling partners can’t look to a shortage
of supply to rescue them. Over the next
few years the sector is set to see a glut
of partners thinking about how to cash
in. The baby boomer generation is
reaching its late 50s or early 60s and
deciding it is time to close the ledgers
and take up the golf club. But the exit
may not be an easy one. Jenner says: ‘It
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is hard to persuade senior managers or
salaried partners to make the leap to
become equity partners. Younger
accountants are more risk averse.’
If that is true then partners who have
not unreasonably been relying on selling
the business they’ve built up over
decades may have to look to merge not

says: ‘At the start of the recession it
quickly became evident that firms were
going to struggle to quickly grow their
top line. Clients immediately started
applying fee pressure, insisting on what
they saw as keeping fees at a reasonable
level, and over the past few years there
has been much more price competition.’

LAW FIRMS HAVE BEEN A LOT KEENER THAN
ACCOUNTANCY FIRMS TO MERGE SINCE THE
FINANCIAL CRISIS
sell as the only viable exit plan. But that
brings its own set of problems: buyers
want to ensure that the acquired fees
stay with the new firm. To counter the
problem of clients heading for the door
the exiting partners may have to stay
around longer than they would like and
accept payment on the drip rather than
one big substantial lump sum.
Bloomsbury Professional says that
the caution around mergers in the
accountancy sector contrasts with
the legal sector, which has seen a spate
of mergers over the last 18 months.
Casimir says: ‘Law firms have been a
lot keener than accountancy firms to
merge since the financial crisis. These
mergers aren’t necessarily for
aggressive expansion. Some firms are
just looking to diversify away from a
particular sector or business line to
achieve economies of scale by reducing
support staff and property costs. It may
be that accountancy firms are waiting
for others to test the water first.’
One of the issues that may force
accountants into M&A action is the
intense pressure on fees, which shows
no sign of abating (see box). Jenner

According to Jenner, firms that are
prospering despite the squeeze are
those which have looked hard at their
structures and processes and been
prepared to make some radical
changes. He says: ‘Partners have to
find fresh ways to do things. That
means making the structure of the
firm slicker, concentrating on quicker
turnarounds – in terms of completing
the work, billing and getting paid – and
working out how to make the client
respond better.’ Jenner cites one firm
in the north of England which 18
months ago had a turnaround time on
an average piece of work of around

*LOWBALLING

eight weeks but has now reduced that
to five.
Radical re-organisation has taken
place in all sectors to ensure survival
so why should accountancy firms be
exempt? The old model of partner with
his or her portfolio of work which is
often like a personal fiefdom no longer
makes the best commercial sense.
While some partners will clearly resist,
firms may be more profitable and more
sustainable by organising themselves
across service lines where the partners
devolve the work to focused business
service units with proper workflow
solutions. It may be the only way ahead
for many more firms in these
straitened times.
It is likely that when the economy
does engage a higher gear the shape of
the accountancy sector will have
changed significantly. The structure of
the firm that has held sway since
Victorian times may be past its sell-by
date. Prompting that radical change is
partners’ pursuit of profit today and
realisable value tomorrow. At least you
can’t accuse them of not understanding
what the rest of us are going through.
Peter Williams, journalist

The practice of lowballing has surfaced from time to time in the accountancy
sector. These stories tend to flare up about the big firms. But there are
enough stories – never confirmed of course – from right across the country
to suggest that desperate times have prompted an aggressive response by
some firms. Fees of, say, £25,000 for the traditional audit, accountancy and
tax service have been sliced in half by a rival eager to add the client to their
portfolio. Even in the gentle byways of trust and estate work, fees have been
tumbling by a third as firms react to the tough economic conditions.
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Public sector

CT DECISION DEFERRED

The UK prime minister has ruled out
making a decision on the possible
devolution of corporation tax setting
powers for Northern Ireland until
after the Scottish referendum in
September next year. David Cameron
told Northern Ireland’s first minister
Peter Robinson and deputy first
minister Martin McGuinness of
the delay in a personal meeting
in Downing Street. Although the
UK is committed to reducing its
corporation tax rate to 20% by 2015
from the current 23%, this still
creates a disincentive for foreign
direct investment (FDI) in Northern
Ireland given that the equivalent rate
in the Irish Republic is 12.5%. The
CBI’s Northern Ireland office said
that a cut in the rate in Northern
Ireland was necessary given its high
unemployment level and difficulty in
competing with the Republic, which is
attracting high levels of FDI.

Belfast, Northern Ireland

AUDITS RETENDERED

Public sector audit contracts worth
over £25m a year are being retendered
by the Audit Commission. The current
contracts were initially awarded in
2006 and 2007 and extended in 2010.
The retenders represent about 30%
of the total local audit work carried
out in England – the other 70% was
outsourced in 2012. The Commission
says that last year’s outsourcing
exercise cut audit fees by up to 40%
and will save £250m over five years. The
latest decision means existing contracts
will be terminated and retendered in
an attempt to reduce previously agreed
fees. The new contracts will run from
the 2015/16 year.
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The view from:
Northern Ireland Assembly:
Sammy Wilson MP and MLA,
Northern Ireland finance minister
Q What’s the financial
relationship with London like?
A Fairly good considering the
things we have dealt with over
the past three years. We were
given an extra £200m for the
police budget because of
security uncertainties. After the
government stopped carrying
over underspends, which would
have created difficulties with
managing the budget, we negotiated a carryover
of £60m to £70m a year. Air passenger duty has
been devolved for long-haul flights after we made
the case that Northern Ireland was in a different
position from Great Britain.
Q Would you like greater fiscal devolution?
A I am reluctant to have full devolution of fiscal
policy. I don’t think we have the maturity to take
some of the decisions that greater tax powers would
create and we find it difficult to say no to lobbyists.
As a unionist I don’t want to see a reduced link
to the UK. I am disappointed that corporation
tax was not devolved. It would be a massive risk
with a reduction in our block grant – our case to
Westminster is that we are taking the risk – but we
have to do it to get our economy moving.
Q What do you think of Northern Ireland secretary
Theresa Villiers’ offer of economic aid if there is
faster progress towards a shared society?
A I am not happy. I have not seen any economic
package on offer. She has not defined what she
wants us to do. What will bring stability to Northern
Ireland is a stable economy. Any help from
Westminster to build the economy is more likely to
build that stable society. We are already working
with people who often we don’t like and have little in
common with, yet we have a stable Assembly.
Q What do you do with your free time?
A I spend it in the garden and am an avid reader.

FAST FACTS

Spending by Northern Ireland government
departments 2013/14: £18.9bn
Annual financial subvention from UK: £10.5bn
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The long game
Legacy was the watchword for London when it made its Olympic bid, but it will be many
years before the true success of the event is known, a recent ACCA UK event heard
There were plenty of winners at the
2012 Olympics, not least Team GB,
which brought home its biggest medal
haul since 1908. But measuring the
success of the London games outside
the sporting arena is more difficult.
During the run-up to the games,
there was a lot of talk of the legacy
that the UK could expect from hosting
the world’s biggest sporting event. But
achieving any economic or business
victories is likely to prove more of a
marathon than a sprint.
Planning for the Olympics, and their
aftermath, began back in 2003 before
London had even tabled its bid.
Deloitte was the official professional
services provider for London 2012 and
James Graven, partner in the
company’s real estate group, was
involved from the beginning. A
chartered civil engineer by background,
in 2005 he was charged with
supporting the process to develop
business cases for various Olympic
venues and planning for their postgames use.
Speaking at the annual dinner of
ACCA UK’s Central London Network,
Graven said it was no accident that the
core sporting venues were sited in a
part of east London which had
previously been, in his words,
‘neglected for many years and
appeared rather like a large white
space on the A to Z map’.
‘The Olympic Park is based in an
area which was very rundown, very
industrial, polluted and with some of
the worst examples of social
deprivation in Europe. It was often said
that for every stop you travelled on the
Tube line east from Bond Street to
Stratford, life expectancy declined by a
year,’ Graven said.
The most immediately visible legacy
from the Olympics is this facility, now
renamed the Queen Elizabeth Olympic

Park and due to open to the public one
year after the Olympics started, on 27
July. The complex will eventually house
a brand new Aquatic Centre with two
50-metre swimming pools, a VeloPark
with track, BMX, road and mountain
bike facilities, and a multi-use sports
stadium, as well as the UK’s largest
piece of public art, the 114-metre
ArcelorMittal Orbit, all set in over 28
acres of riverside green space.

New homes, better transport
In addition, there are new homes
available on the site of what was
the Olympic athletes’ village, many
of which are designated for social
housing, plus the development of
the Westfield shopping centre and
improvements to the transport

residents, many of whom have
experienced poor standards of health
and education for years.
But Kellaway said the legacy of the
games lies in more than just bricks and
mortar. In a borough with a high
proportion of young people, the
Olympics has raised expectations. The
contracts for the park’s construction,
for instance, specified that workers
should be paid the London living wage,
rather than the lower minimum wage.
‘But only 15% of the construction
jobs went to workers from the five host
boroughs and you can’t just rely on
reserving jobs for local people. It’s all
about driving up aspirations, showing
people the value of getting an
education and getting professional
qualifications,’ Kellaway said.

‘I WAS AMAZED BY PEOPLE’S ENTHUSIASM FOR
THE TORCH AND FELT THAT EVERYONE, YOUNG
AND OLD, WAS UNIFIED BY THE FLAME’
infrastructure, including upgrades to
rail services and London City airport.
‘The aim has been to create a new
destination for visitors with a unique
mix of parkland, recreational facilities
and space for new businesses and
community activities. Sport allowed for
a change this significant –
improvements on this scale would
never have come about if the Olympics
had not happened,’ Graven declared.
His view was shared by local
councillor Alec Kellaway, chair of the
Investment and Accounts Committee
and the Cabinet executive member for
business and skills in Newham, one of
the five London boroughs involved in
the development of the Olympic Park.
Kellaway agrees that the £9bn pumped
into the Olympics by the government
has had a lasting effect on local

Kellaway singled out the volunteer
Games Maker role, especially created
for London 2012, as playing a very
important part in getting people ‘work
ready’ and improving their
employability skills for the future.

Chance of a lifetime
Jonathan Harris, managing director of
design consultancy Harrisment, was
one of the 70,000 volunteer Games
Makers, and spent six weeks driving
the Canadian national team around
venues in an official Olympics BMW
car, as well as overseeing the delivery
of some 650 pizzas for a postOlympics celebration.
‘I sum up the experience as giving
me the “three Ps”. That’s pride in what
I did as an individual and we did as a
nation; perspective, because it was the
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London mayor Boris Johnson with West Ham
United players and owners. The club will call
the Olympic Stadium home from 2016

chance of a lifetime; and potential,
because I was well outside my comfort
zone,’ Harris stated.
Indeed, the chance to gain new skills
emerges as one of the critical legacies
of the Olympics, even if they were
sometimes achieved in highly unusual
circumstances. Stephen Hunt is a
partner at Griffins, but found himself
‘briefly, Britain’s most hated man’
when he bagged £11,000 of sporting
tickets in the initial selling round which
left many empty-handed.
As a result, Hunt received what he
describes as a ‘crash course’ in media
relations, conducting dozens of radio
and TV interviews and appearing on
the front page of The Sun.
‘There was a lot of negativity before
the games started, but once it started
the whole thing was about something

bigger than just watching sport. That’s
what’s important,’ Hunt said.
Marjorie Hurwitz Bremner, HR
partner at Berg Kaprow Lewis, would
agree. She carried the Olympic flame
outside Wembley Stadium, taking over
from football legend Gordon Banks.
‘I was amazed by people’s enthusiasm
for the torch and felt that everyone young
and old, and of all cultures, was unified
by the flame,’ she said.
Graven also asserted that the
Olympics experience has delivered
lessons which are applicable across the
whole of business life, but the issue is
whether organisations will be able to
capitalise on this. ‘The UK showed we
can design, plan and deliver major
infrastructure projects, plus we have
excellent creative skills. It helped a lot
of businesses in the supply chain get

fitter and better able to win work in the
public sector,’ Graven said.
But Graven’s concern is how far the
‘halo’ effect will extend. ‘We can’t judge
the legacy of the Olympics now, and we
won’t know the true outcome for maybe
25 years,’ he added. Britain is a world
leader in organising major public
occasions, but with the World Cup,
Winter Olympics and other events on
the horizon, that crown could easily slip.
What is clear is that future Olympic
bids will have to follow London’s
example to be successful. ‘We put
legacy and sustainability at the core
and it is unlikely that any future
Olympics bid will succeed without
considering the long-term impact,’
Graven concluded.
Pat Sweet, journalist

58

Technical
READ OUR ONLINE ARTICLE AND GET VERIFIABLE CPD UNITS

Answer questions about this article online
Studying the article below and our special online article and answering the questions can count towards
your verifiable CPD if you are following the unit route and the content is relevant to your development
needs. One hour of learning equates to one unit of CPD

UK GAAP’s new dawn
The recently issued FRS 102 enshrines a new UK GAAP. ACCA’s Paul Cooper outlines
the changes it has in store for the 50,000 UK businesses that will be governed by it

FRS 100, Application of Financial
Reporting Requirements, and FRS
101, Reduced Disclosure Framework,
were issued on 22 November 2012.
Along with transition and legal
requirements, FRS 100 deals with the
frameworks which entities can adopt,
such as that covered by FRS 101.
The Financial Reporting Council
(FRC) previously dropped a proposal
that a category of entities deemed
‘publicly accountable’ (such as
most deposit-takers) should apply
‘full IFRS’ (being the International
Financial Reporting Standards as
adopted in the European Union).
This remains the case, so as at
present, full IFRS will only be adopted

practical, without compromising the
overall quality of financial reporting.
Consequently, while FRS 101 is a
standard for the UK and Ireland, it
deals with full IFRS. UK GAAP is
principally set out in FRS 102.
FRS 102, The Financial Reporting
Standard applicable in the UK and
Republic of Ireland, was issued on
14 March 2013. This replaces
existing UK and Irish Statements
of Standard Accounting Practice,
Financial Reporting Standards
and Urgent Issues Task Force
Abstracts, and gives their content
a welcome update.
All three standards will be applied
for accounting periods beginning on

THE FRSSE WILL REMAIN FOR THE FORESEEABLE
FUTURE, ALTHOUGH THERE HAVE BEEN A NUMBER
OF AMENDMENTS AS A RESULT OF FRS 102
where legally required, or where
entities choose to adopt them over UK/
Irish standards.
FRS 101 applies to the individual
financial statements of entities in a
group adopting full IFRS. Group
entities may, subject to certain
requirements (such as disclosures
and the agreement of shareholders),
adopt a number of exemptions from
full IFRS in their own financial
statements (but not, of course, the
statutory group accounts). The
exemptions are considered to be

or after 1 January 2015. Early
application is permitted (in the case
of FRS 102, this is no earlier than
accounting periods ending on or after
31 December 2012).
The FRC decided in December
2012 that insurance contracts would
be dealt with separately to FRS 102,
but linked to it. This decision avoided
any further delay in the issue of FRS
102 and, consequently, the great
majority of the new requirements.
The resulting FRS 103 may well be
finalised by the end of this year.

FRS 102 – adoption or
adaption?
FRS 102 remains based on IFRS for
SMEs, with changes made to reflect
UK and Irish accounting practice
and legislation.
Unlike full IFRS, IFRS for SMEs has
not been endorsed for use in the EU.
The chance to make adaptations has
enabled the FRC to amend areas
considered flawed (such as income
tax), and to bring in popular options
like revaluation. For countries with a
developed legal framework around
accounting, the adaption of
international standards can be seen
as the practical way forward, where
wholesale adoption is not feasible.
The range of FRS 102 is
considerable, covering numerous
industries and accounting treatments.
This standard, in particular, was issued
later than originally attended, reflecting
the FRC’s aim of making all the
necessary re-deliberations and
consultation. Over the past year,
specific areas have been re-examined,
such as goods donated to a charity’s
trading subsidiary, service concessions
and multi-employer pension schemes.

Which entities are affected,
and how many?
Excluding regulated entities, such as
charities and pension schemes, the
FRC estimates that around 50,000 UK
preparers will adopt FRS 102. These
are mainly medium-sized companies,
along with large unquoted companies
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and groups, the majority of which do
not choose to adopt ‘full IFRS’ (that is,
as adopted in the EU).
A further 7,300 UK entities can
adopt FRS 101. Most are required to
prepare group accounts in accordance
with full IFRS, and take the logical step
of preparing individual financial
statements on the same basis.
In addition, FRS 102 applies to
larger charities and providers of
social housing, and entities which do
not qualify as small due, for example,
to their provision of services under
the Financial Services and Markets
Act 2000.

Smaller entities
The great majority of preparers
(which the FRC estimates total around
two million in the UK) qualify as small.
In the UK, these mostly choose to take
advantage of exemptions, especially
the Financial Reporting Standard for
Smaller Entities (FRSSE), which is less
widely adopted in Ireland.
The FRSSE will remain for the
foreseeable future, although there
have been a number of amendments
as a result of FRS 102. These are set
out in paragraph 16 of FRS 100 and
cover, for example, impairment and
related parties. These changes will also
be effective for accounting periods
beginning on or after 1 January 2015.
Small entities in the UK and Ireland
will also be particularly affected by a
separate development – the proposed
EU directive on accounting. One aspect

of this is the prospect of greatly
simplified requirements for the smallest
‘micro’ entities, on which the UK
government is currently seeking views.

Time for action?
Given the effective date of FRS 100–
102, preparers of financial statements
and their advisers will need to start
considering required changes, and the
establishment of comparatives, from
next year (or sooner, if the standards
are applied early). Early familiarisation
time and training will be beneficial and
could well be important.
For example, if you or a client hold
investment property, are you aware of
the exact definition of fair value, at
which it will be recognised, or the
effect on the primary financial
statements of the change to
recognising fair value movements in
profit or loss? Are you familiar with
Chapter 11 of FRS 102, in case basic
financial instruments are held, or could
be in the future?
In addition, FRS 101 provides
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simplification in theory, but groups will
need to examine whether this is so in
practice. That depends on the costeffectiveness, in individual cases, of
the exemptions provided, and the
changes a group will have to make
from its existing procedures.
Existing Statements of
Recommended Practice (SORPs) will
now be reissued for regulated entities
such as housing associations and
charities. However, FRS 102 will need
to be studied now by these entities,
too. The standard contains many
relevant provisions, such as those
relating to public benefit entities,
grants and heritage assets, which the
revised SORPs will reflect. The revised
SORPs will themselves be open to
comment for a period, and as the aim
is for implementation at the same time
as FRS 100–102, it will pay to become
familiar with their likely content before
the date on which they are finalised.
Paul Cooper is corporate reporting
manager at ACCA

*UK GAAP – THE CPD VERSION

Want to know more about UK GAAP and test your
knowledge – and even gain CPD units at the same time?
We have also published an online-only article by ACCA
examiner Graham Holt, associate dean and head of the
accounting, finance and economics department at
Manchester Metropolitan University. You can access it at
www.accaglobal.com/abcpd. Look for the headline ‘The
new UK GAAP’.
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Impairment for financial assets
In a new impairment model for financial assets, the IASB proposes a model where credit
losses are no longer recognised when incurred. Graham Holt explains

The International Accounting
Standards Board (IASB) has published
a proposal for a new accounting model
for impairment of financial assets.
The exposure draft (ED), Financial
Instruments: Expected Credit Losses,
contains a revised approach regarding
the impairment of financial assets.
Currently IAS 39, Financial
Instruments: Recognition and
Measurement, states that a financial
instrument is impaired and impairment
losses are incurred if a loss event
occurred and this loss event had a
reliably measurable impact on the
future cashflows. This is often called
the ‘incurred loss’ approach. In the ED
published in March 2013, the IASB
proposes a model where credit losses
are no longer recognised when incurred
but rather, are recognised on the basis
of expected credit losses on financial
assets and on commitments to extend
credit which are based on current
estimates of expected shortfalls in
contractual cashflows as at the
reporting date.
In 2009, the IASB published an ED
that proposed adjusting for expected
credit losses through adjusting the
effective interest rate of a financial
instrument. The basis for this model
was that expected credit losses are
usually priced into the interest rate
to be charged and should be
reflected in the yield on the financial
asset. Changes in credit loss
expectations were to be recognised
as incurred as these changes would

not have been priced into the asset.
This works conceptually but is a
little impracticable.
In 2011, the IASB and the US
Financial Accounting Standards Board
(FASB) issued a joint supplement which
proposed removing interest adjustment
from the recognition of impairments
and, since then, the bodies have used
this approach, which is the basis of the
current ED. However, the FASB has
recently published its own proposed
model with the key difference with the
IASB’s proposals being that the FASB
requires a single measurement model
for all financial instruments when
determining the impairment provision.
This is achieved by entities recognising

losses. This is likely to result in earlier
recognition of credit losses, which
includes not only losses that have
already been incurred but also
expected future losses. The ED applies
to financial assets measured at
amortised cost and at fair value
through other comprehensive income
under IFRS 9, Financial Instruments.
This includes debt instruments such as
loans, debt securities and trade
receivables. Additionally it applies to
irrevocable loan commitments and
financial guarantee contracts that are
not accounted for at fair value through
profit or loss under IFRS 9 and also
lease receivables.
Expected credit losses are defined as

‘IF CREDIT QUALITY SUBSEQUENTLY IMPROVES AND
THE LIFETIME EXPECTED CREDIT LOSSES CRITERION
IS NO LONGER MET, THE CREDIT LOSS REVERTS BACK
TO A 12-MONTH EXPECTED CREDIT BASIS’
a charge on recognition equal to the
present value of lifetime expected
credit losses. The FASB model does
retain many of the jointly developed
core principles.

Lifetime expected losses
The IASB proposals require the
recognition of expected credit losses
for certain financial assets by creating
an allowance/provision based on either
12-month or lifetime expected credit

the expected shortfall in contractual
cashflows. The estimation of expected
credit losses should consider past
events, current conditions and
reasonable and supportable forecasts.
For financial assets, entities would
recognise a loss allowance whereas for
commitments to extend credit, a
provision would be set up to recognise
expected credit losses.
The principle behind the ED is that
financial statements should reflect the
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general pattern of deterioration or
improvement in the credit quality of
financial instruments within the scope
of the ED. On initial recognition, an
entity would create a credit loss
allowance/provision equal to
12-months’ expected credit losses.
In subsequent years, this amount
would be replaced by lifetime expected
credit losses if the credit risk
increased significantly since initial
recognition. If the credit quality
subsequently improves and the
lifetime expected credit losses
criterion is no longer met, the credit
loss reverts back to a 12-month
expected credit loss basis. The ED
suggests that financial instruments
with low credit risk would not meet the
lifetime expected credit losses
criterion. Under the proposed model,
there is a rebuttable presumption that
lifetime expected losses should be
provided for if contractual cashflows
are 30 days overdue. An entity does
not recognise lifetime expected credit
losses for financial instruments that
are equivalent to ‘investment grade’,
which means that the asset has a low
risk of default.
The impairment amount recognised
depends on whether or not the
financial instruments have significantly
deteriorated since their initial
recognition. The ED describes three
stages:
Stage 1: Financial instruments
whose credit quality has not
significantly deteriorated since their

*

initial recognition.
Stage 2: Financial instruments
whose credit quality has
significantly deteriorated since their
initial recognition.
Stage 3: Financial instruments for
which there is objective evidence of
an impairment as at the reporting
date.
At stage 1, the impairment
represents the present value of
expected credit losses that will result if
a default occurs in the 12 months after
the reporting date. In contrast, an
impairment is recognised for financial
instruments classified as stage 2 or 3
at the present value of expected credit
shortfalls over their remaining life. The
ED requires an entity to reduce the
gross carrying amount of a financial
asset in the period in which the entity
no longer has a reasonable expectation
of recovery.

*
*

Earlier recognition of losses
It is anticipated that this model will
likely result in earlier recognition of
credit losses compared to the current
incurred loss model because it requires
the recognition not only of credit
losses that have already occurred, but
also losses that are expected in the
future. However, the increase in credit
loss allowance will vary as entities with
shorter term and higher-quality
financial instruments will not suffer any
significant effects.
The ED proposes a simplified
approach for trade receivables. Entities

Education Manager – Mauritius
ACCA currently has an outstanding
opportunity to join its team in Mauritius
as an Education Manager. The position
will be responsible for devising national
strategies and ensuring the development
and implementation of education services
for the broad range of ACCA tuition
providers. This includes universities, the
approved employers training ACCA and
FIA students.
The role will ensure that ACCA is
recognised as part of national education
and qualification frameworks and
the regulatory frameworks granting
employment and or practising rights like
companies acts. The position will also be
responsible for managing student affairs
and identifying opportunities for growth
in our student numbers.
Key responsibilities of this role are to:
• Manage and develop relationships with tuition
providers and identify student recruitment
needs and provide advice and guidance to
potential new tuition providers
• Engage and counsel learning partners in a
broad range of education matters
• Raising the profile of ACCA with increased
student enrolment and improve year to
year conversion performance in Mauritius,
specifically exam pass rates across the
learning partners and other tuition providers
• Analysis on the pass rates across Mauritius
as well analysis of challenges for student
conversion.
• Contribute to the development of ACCA’s
global educational policies and products
• Support with profiling ACCA Mauritius
professional accounting education initiatives
and products
• Build strong working relationships with
Government influencers and private
sector bodies
• Secure recognition of ACCA qualifications on
all national frameworks that grant employment
and / or practising rights and funding for
capacity building
To meet the demands of this challenging and
high profile role you will:
• Be educated to degree level or equivalent
and possess ACCA qualification
• Be highly motivated, results oriented and
flexible with the skills to build effective long
term relationships with a wide range of
stakeholders and the ability to build the ACCA
brand, sell the qualification and add value to
our business
• Have excellent presentation skills in addition
to well-developed written and verbal
communication skills. Ability to present to
high level stakeholders in a confident, mature
manner and comfortable with public speaking
• Be an excellent team worker
To apply please forward
your CV and covering letter
to jobs@accaglobal.com. A full
job description and person
specification is available
via this email address.
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will have an accounting policy choice to
always measure the impairment at the
present value of expected cash
shortfalls over the remaining life of the
receivables instead of applying the
two-class model. This will apply to
trade receivables that do not constitute

effective interest method on the gross
carrying amount of the asset and is a
separate line item in the income
statement. When there are credit
impaired financial assets, interest is
calculated on the net carrying amount
after impairment.

‘INTEREST INCOME IS CALCULATED USING THE
EFFECTIVE INTEREST METHOD ON THE GROSS
CARRYING AMOUNT OF THE ASSET AND IS A
SEPARATE LINE ITEM IN THE INCOME STATEMENT’
a financing transaction. For long-term
trade receivables and for lease
receivables under IAS 17, an entity has
an accounting policy choice between
the general model and the model
applicable for trade receivables.
In the case of purchased or
originated credit-impaired financial
assets, the ED states that rather than
apply the two-stage approach, changes
in lifetime expected credit losses since
initial recognition are recognised
directly in profit or loss.
A credit loss allowance is not
recognised on initial recognition, as the
lifetime expected credit losses would
be reflected in the credit-adjusted
effective interest rate. A gain could be
recognised if there are favourable
changes in the lifetime expected credit
losses that are incorporated in the
credit-adjusted effective interest rate.
Interest income is calculated using the

Expected credit losses are
determined using an unbiased and
probability-weighted approach and
should reflect the time value of money.
The calculation is not a best-case or
worst-case estimate. The ED sets out
the specific approaches, which should
be used to estimate expected credit
losses, but stresses that the following
factors should be taken into account:
A The entity should consider a range
of possible outcomes, and the
probability of credit losses, even if
there is low probability.
B The entity should discount the
expected credit losses to the
reporting date using a discount rate
that is between the risk-free rate
and the effective interest rate for a
financial asset, and the risk-free rate
adjusted for specific risks for a loan
commitment and financial
guarantee contract.

CPD

C The entity should consider
information that is reasonably
available without undue cost and
effort, including information about
past events, current conditions, and
reasonable and supportable
forecasts of future events.
Changing from the incurred loss
model to an expected credit loss
model will require significantly more
judgment when considering
information related to the past,
present and future. The entity can
apply the ED on a collective basis,
rather than on an individual basis, if
the financial instruments share the
same risk characteristics.
The proposed model relies on more
forward-looking information, which
means that any losses would be
accounted for earlier than happens
under the current rules.
However, there are still technical
differences between the IASB’s and
the FASB’s proposals. In spite of
efforts by both to produce common
rules, the difference in the proposals
could lead to material differences in
the financial statements if the current
proposals are adopted. The transition
costs in implementing the new model
will be significant, particularly for
financial institutions.
Graham Holt is an ACCA examiner,
and associate dean and head of the
accounting, finance and economics
department at Manchester Metropolitan
University Business School

CPD
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Finance Bill 2013
ACCA’s Simon Wood and Barinder Chadha offer a rundown of the principal changes to
the UK tax regime made by the 2013 Budget and Finance Bill

The chancellor delivered his Budget
on 20 March 2013 and the Finance
Bill 2013 was published on 28 March.
Many of the provisions in the Finance
Bill had been previously published
in the draft bill following the 2012
Budget and Autumn Statement, with
the 2013 Budget announcements now
being included.
The bill contains some interesting
new measures and will be subject to
the usual parliamentary processes,
before receiving the royal assent in late
July. The bill is far too voluminous to
cover in one article but here we take a
look of some of the highlights.

Tax rates and allowances
The headline changes to tax rates and
allowances are:
Corporation tax. The main rate of
corporation tax has been reduced to
21% from 1 April 2014, and to 20%
from 1 April 2015 – the joint lowest
in the G20. This will bring the rate
into line with the small companies
rate and lead to a single rate of
corporation tax.
Personal allowance. There has been
an increase in the personal
allowance to £9,440 from 6 April
2013 with a firm commitment to
increase this to £10,000 from 6
April 2014.
Other key changes to personal tax
include the following:
Higher rate threshold. The higher
rate threshold – ie, the point at
which tax becomes payable at the

*

*

*

*

higher rate – is reduced from
£34,370 of taxable income for
2012/13 to £32,010 for 2013/14.
The threshold reduction will bring
more people into higher rate tax and
is to compensate for taxpayers at
the lower end of the income scale
being taken out of income tax
altogether by the increase in the
personal allowance.
Additional rate tax. The additional
rate of tax for those with annual
taxable incomes greater than
£150,000 has been reduced from
50% to 45% with effect from 6 April
2013. For a wealthy taxpayer with
an income of £1m a year, this would
equate to an annual tax saving of
almost £50,000.

Anti-abuse
Tax abuse has been big news
recently, with a number of highprofile individuals and multinational
companies becoming the target of
the press for perceived abusive tax
arrangements. A general anti-abuse
rule (GAAR) has been mooted for some
time and the Finance Bill 2013 finally
introduces this.
The new rule aims to catch artificial
and contrived tax avoidance schemes
with no commercial purpose other than
to avoid tax. An independent advisory
panel of 11 people will review and rule
on any schemes thought to be caught
by the new rule.
While the GAAR may prove beneficial
in cracking down on contrived schemes,

it is unlikely to have much of an effect
on tax planning by large multinationals.
In addition, the bill includes an
anti-avoidance measure aimed at
directors of close companies receiving
loans through an intermediary such as
a limited liability partnership or trust,
which would otherwise be liable to a
tax of 25% on the loan under s455 of
the Corporation Tax Act 2010.

Statutory non-residence test
Residence, ordinary residence and
domicile have always been important
in establishing an individual’s UK
tax position. However, since the
introduction of income tax more than
200 years ago, there has been no
legislation to determine an individual’s
residence. Instead, taxpayers have had
to rely on case law, HMRC guidance
and usual practice.
Recent case law has led to confusion
in this area, most notably the 2011
case of Gaines-Cooper vs HMRC. The
Finance Bill 2013 therefore introduces
a statutory residence test composed of
three key elements:
an automatic residence test;
an automatic overseas test;
a ‘sufficient ties’ test.
It will be necessary to work
systematically through the tests to
determine whether an individual should
be treated as not resident in the UK.
The result will largely be dependent on:
number of days spent in the UK;
whether accommodation is held in
the UK or overseas;

*
*
*

*
*
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they work in the UK or
* whether
overseas;
family ties.
*Although
the rules are quite complex
and time consuming to explain and
evaluate, they should help bring some
certainty to the issue of determining
an individual’s residence status.

Cap on unlimited tax reliefs
The bill introduces legislation to cap
unlimited income tax reliefs to the
greater of £50,000 or 25% of income,
with effect from 6 April 2013. The main
reliefs affected by the cap will be:
trade loss relief against general
income (including relief in early
years);
share loss relief;
interest on certain loans – for
example, to buy shares in an
unquoted trading company or a
partnership.
Charitable donations, such as gift aid
or relief for gifts of shares or property
to a charity will not be affected.

*
*
*

Capital allowances
There are a number of updates and
extensions to capital allowances such
as low-emission vehicles, energy-saving
and renewable technologies and the
inclusion of railways and ships for the
annual investment allowance. However,
the most significant change is to the
annual investment allowance limit.
Introduced in April 2011, the allowance
has been tweaked a number of times,
and the amount has been substantially

increased to £250,000 from 1 January
2013 to 31 December 2014 (it was
previously £25,000). Care needs to be
taken with the timing of expenditure as
the complicated transitional rules can
give some unexpected results.

Simplified accounting
In an effort to reduce the
administrative burden of accounting
for business, the government has
introduced a cash accounting basis for
small unincorporated businesses.
What this means is that small
unincorporated businesses trading
below the VAT registration threshold
will be able to elect to account for
income and expenses under a
simplified cash-based regime. The
intention is to link the cash accounting
regime to the VAT registration threshold
and the ‘three-line account’ limit for
income tax self-assessment returns.
The scheme is available to
individuals and partnerships provided
they do not exceed the threshold and
are not on the excluded list. There are
a number of exclusions, most notably
limited liability partnerships.
In essence, under the cash basis, a
business’s taxable profits will be the
total amount of receipts less the total
payments on allowable expenditure,
subject to adjustments required or
authorised by law in calculating profits
for income tax purposes. The regime
includes a series of flat-rate allowances
for car expenses, use of home and
interest payments.

Employment allowance
From April 2014 all businesses and
charities will be eligible for a new
£2,000 employment allowance to
set off against their employers’
(secondary) national insurance
contributions (NICs). Up to 1.25
million employers will be affected, with
50,000 having their NICs fully covered
by the allowance. The relief means a
business can employ one person on a
salary of up to £22,400 a year without
incurring liability to NICs.

Employee shareholder status
Following the Nuttall Review and other
government initiatives, encouraging
employee share ownership is seen as a
key business model. The introduction
of ‘employee shareholder’ employment
status will reduce or eliminate the
income tax and NICs due by deeming
employees to have paid £2,000 for
their shares. The new measure will
also exempt any capital gains on
the disposal of up to £50,000 of
the shares acquired by an employee
shareholder under an employee
shareholder agreement.
There are further proposals and the
government is setting aside £50m
annually from 2014/15 to fund other
recommendations made by Nuttall.

Employment-related loans
An interest-free or low-cost loan
provided by an employer to an
employee and notional loans arising
from the provision of employment-
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related securities are not currently
taxed as employment earnings if they
do not exceed £5,000. As long as the
total outstanding balances on all such
loans do not exceed the threshold
at any time in a tax year, there is no
tax charge. From 6 April 2014, the
employment-related loans threshold
will be doubled to £10,000.

Pensions annual and lifetime
allowance
There are no limits on how much
can be saved in a registered pension
scheme, but there is a limit on the tax
relief. The annual allowance, which
is the total amount of an individual’s
tax-relieved annual pension savings,
including employer contributions,
currently stands at £50,000. From
2014/15 onwards, this will be reduced
to £40,000. The lifetime allowance is
the overall limit on the total amount
of tax-relieved pension savings that an
individual can make in their lifetime.
This has been set at £1.5m from
2012/13 onwards but will be reduced
to £1.25m from 2014/15 onwards.

Annual residential property tax
The annual residential property tax
(ARPT) is a tax payable by a company,
a partnership or collective investment
vehicle on a high-value residential
property. However, a company that
owns property only in its capacity as a
trustee of a settlement is not included
in ARPT although the beneficiary might
be. ARPT will start on April 2013 and

will be payable each year. ARPT would
apply to a property if that property is:
a dwelling;
in the UK;
was valued at £2m or more on 1
April 2012, or at acquisition if later;
is owned, completely or partly, by a
company, a partnership where one
of the partners is a company, or a
‘collective investment vehicle’.
The amount of ARPT is worked out
using a banding system based on the
value of the property:
property value between £2m and
£5m – annual tax charge of
£15,000;
property value between £5m and
£10m – annual tax charge of
£55,000;
property value between £10m and
£20m – annual tax charge of
£70,000;
property value of £20m or over
– annual tax charge of £140,000.

*
*
*
*
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natural person from 6 April 2013. The
rate of CGT on these disposals will be
28%. Where the residential property
was purchased before 6 April 2013 but
disposed of after that date, the charge
will apply only to that part of the gain
that is accrued on or after 6 April
2013. The balance of any gain will
continue to be treated as at present.

R&D tax credit reform

Capital gains tax on high-value
residential property

The Budget introduced a 10% abovethe-line tax credit for research and
development expenditure incurred
by large companies. A small or
medium company has fewer than 500
employees and either turnover under
€100m or a balance sheet total under
€86m, otherwise it is treated as a large
company. The new tax credit is optional
and companies may continue to use
the existing large company regime until
31 March 2016. From 1 April 2016, the
new credit becomes mandatory.
The more favourable existing R&D
tax regime remains in force for small
and medium-sized companies.

Capital gains tax (CGT) will apply to
the disposal of high-value (over £2m)
UK residential property by a non-

Simon Wood and Barinder Chadha FCCA
are technical advisers at ACCA UK

*
*
*
*

*MORE ON THIS

Further commentary on the 2013 Budget
and Finance Bill 2013 can be found on
ACCA UK’s technical advisory website
at www.accaglobal.com/uk/members/
technical
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Technical update

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

FINANCIAL REPORTING
FRS 102
The long-awaited FRS
102 has been issued,
completing the suite. FRS
102 applies to the financial
statements of entities
that are not applying EUadopted IFRS, FRS 101 or
the FRSSE. It is effective
from 1 January 2015 but
may be adopted early for
accounting periods ending
on or after 31 December
2012. Look for our longer
article on page 58 and our
CPD article, ‘The new UK
GAAP’, at www.accaglobal.
com/cpd/financialreporting
You can find more on FRS
102, FRS 100 and 101 and
SORPS at www.accaglobal.
com/uk/members/technical
PAY AND PERFORMANCE
FRC has issued its report,
‘Reporting of pay and
performance’. It focuses
on two new proposed
reporting requirements:
The requirement to
include scenario charts
demonstrating how
directors’ pay varies with
performance; and
The requirement
to include a graph
comparing CEO pay with
company performance,
measured using total
shareholder return.
The report and its findings
can be found at www.
accaglobal.com/uk/
members/technical

*
*

AUDIT

TAX

INTERNAL AUDITORS
ISA 610, Using the work
of Internal Auditors, is
effective for audits of
financial statements for
periods ending on or
after 15 December 2013,
with full implementation
effective for audits of
financial statements for
periods ending on or after
15 December 2014. It
highlights the external
auditor’s responsibilities if
using internal auditors to
provide direct assistance
under the direction,
supervision and review of
the external auditor for
purposes of the audit.
To be able to implement
ISA 610 the International
Ethics Standards Board for
Accountants amended its
definition of engagement
team to now state:
Engagement team – All
partners and staff
performing the engagement,
and any individuals engaged
by the firm or a network firm
who perform assurance
procedures on the
engagement. This excludes
external experts engaged by
the firm or by a network firm.
The term ‘engagement
team’ also excludes
individuals within the client’s
internal audit function who
provide direct assistance on
an audit engagement when
the external auditor
complies with the
requirements of ISA 610
(Revised 2013), Using the
Work of Internal Auditors.
You can find links to the
standard at www.accaglobal.
com/uk/members/technical

IR35
Assuming 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. HMRC has
updated its IR35 FAQs.
This change applies when
a worker’s personal services
are supplied via an
intermediary to perform
the duties of an office,
including when:
A worker is personally
appointed to perform the
duties of an office.
An intermediary is
appointed as a corporate
office-holder and provides
a worker to perform the
duties of that office and
the worker’s personal
services are required.
A worker is engaged both
as an office-holder and to
perform other duties in
circumstances where they
would be regarded as an
employee if they were
engaged directly by the
client.
A worker has earnings
from an employment that
have already been subject
to PAYE/NICs by a client
but they are also engaged
by that client as an
office-holder.
The following example is
provided:
A non-executive director
who also provides
consultancy services to an

*
*

*

*

organisation will always be
subject to IR35 for National
Insurance contributions
(NICs) 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.
Further details at www.
accaglobal.com/uk/
members/technical
PARTNERS CLASS 2
HMRC now considers that
‘sleeping and inactive
Limited Partners’ are liable
to pay Class 2 National
Insurance contributions
(NICs) as self-employed
earners and Class 4
NICs in respect of their
taxable profits. More at
www.accaglobal.com/uk/
members/technical
FIXTURES
HMRC is proposing to issue
new guidance on plant and
machinery allowances for
secondhand fixtures. This
includes agreement on a
value within two years of the
transfer. HMRC is inviting
comment by 15 May and
provides the proposed
amended text to the following
areas of the manuals:
CA26470 – PMA: Fixtures:
Changes in ownership:
Introduction and
commencement
CA26472 – PMA: Fixtures:
Changes in ownership:
Conditions for allowances
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CA26474 – PMA: Fixtures:
Changes in ownership: Past
owner
CA26476 – PMA: Fixtures:
Changes in ownership:
Pooling requirement
CA26478 – PMA: Fixtures:
Changes in ownership: Fixed
value requirement
CA26480 – PMA: Fixtures:
Changes in ownership:
Relevant two-year period
CA26482 – PMA: Fixtures:
Changes in ownership:
Disposal value statements
CA26486 – PMA: Fixtures:
Changes in ownership: Sale
of an asset that is no longer
a fixture
CA26484 – PMA: Fixtures:
Changes in ownership:
Evidence necessary to
substantiate a claim
CA29040 – PMA:
Partnerships and
successions: Election where
predecessor and successor
are connected
Details at www.accaglobal.
com/uk/members/technical
RTI
The relaxation of real-time
information (RTI) reporting
arrangements for small
businesses (fewer than 50
employees) applies until
5 October.
The relaxation allows
smaller employers to send
information to HMRC by the
date of their regular payroll
run but no later than the end
of the tax month rather than
when each payment or
advance was made.
UPDATED NOTICES
The following updated
notices have been issued:
Notice 144: Trade imports
by post: how to complete

HMRC has published an updated pack, Guide to importing and exporting: Breaking
down the barriers, which provides an overview of the requirements, key considerations,
terminology and the registration process.
It also looks at importing and exporting with reference made to the use of the Tariff.
The Tariff consists of three volumes:
Volume 1 contains essential background information for importers and exporters. It
covers duty relief schemes, contact addresses and contains an explanation of Excise
Duty, Tariff Quotas et al.
Volume 2 contains the 16,000 or so commodity codes. It lists duty rates and covers
areas like import licensing and preferential duty rates.
Volume 3 contains a box-by-box completion guide for import and export entries. It
also covers the C88 form, the complete list of customs procedure codes, country/
currency codes and further general information.
The guide also contains an overview of Community Transit – the customs procedure
used for the movement of goods between the European Union member states and the
signatories of the Common Transit Convention. It includes the European Free Trade
Association (EFTA) countries and allows for goods that are not in free circulation to move
between two points in the EU with the customs duties and other charges suspended. It
also highlights that the procedure is used to control the movement of certain goods to
and from Andorra, San Marino and the ‘special territories’ of the Community (such as
the Channel Islands).
The guide includes an explanation of duty relief procedures, highlighting that they can:
provide relief from, suspension of, or delay payment of, customs duty and/or VAT;
allow reduced or nil rates of customs duty to be applied to goods if they are
permanently or temporarily imported under specific conditions and/or imported to a
specific location;
provide relief from duty and/or VAT for goods temporarily exported from and returned
to the EU.
The guide is available at www.accaglobal.com/uk/members/technical

*
*
*

*
*
*
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customs documents
provides guidance for
postal importers of trade
consignments for which
a declaration on a Single
Administrative Document is
required. The notice replaces
the December 2011 edition.
Notice 735: VAT reverse
charge on specified goods and
services provides guidance
on the reverse-charge
procedure and states the
goods (mobile phones and
computer chips) and service
(emissions allowance) to
which the anti-fraud measure
applies. The notice contains
details of the application of
the reverse-charge procedure
to emissions allowances
and replaces the June
2008 edition.
Notice 800: Common
Agricultural Policy export
procedures provides an
overview of the Common
Agricultural Policy and
details of the procedures for
exporting goods, the refunds
and duties that may apply,
licensing and advanced fixing
certificates and replaces the
March 2012 edition.
Notice 163: Wine
Production explains the
laws and regulations
covering production,
storage and accounting for
duty. The notice provides
new guidance on the
classification of alcohol
where fermented and
distilled alcohols are mixed
and has been amended
in Section 9, ‘Alcoholic
Strength’. It replaces the
August 2012 edition.
Notice 700/56: Insolvency
explains HMRC’s treatment
of insolvent businesses and
procedures which it asks
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insolvency practitioners
to follow, and replaces the
October 2012 edition.
DAR
Disadvantaged Areas
Relief (DAR) was abolished
for transactions with an
effective date on or after 6
April 2013, but claims to
relief for Stamp Duty Land
Tax (SDLT) on purchases of
residential property where
the effective date is before
6 April 2013 must be made
on or before 5 May 2014.
This includes a claim for
DAR even though there is no
SDLT payable.
DAR applied to
transactions involving
residential property or
residential element of a
property in designated
disadvantaged areas, where
the effective date of the
transaction is on or after 1
December 2003 and before
6 April 2013 and the
chargeable consideration
does not exceed £150,000.
TAXABLE COMMISSION
HMRC has issued Revenue
& Customs Brief 04/13:
Payments of trail commission.
It provides HMRC’s view
on the tax treatment of
payments of ‘trail
commission’ passed on to
investors in collective
investment schemes and
other associated investment
products including life
insurance policies. HMRC
states that it ‘considers that
these payments are taxable’
and explains how payments
from trail commission
should be taxed.
HMRC states that
payments made to investors

are ‘annual payments’ and
therefore subject to income
tax in accordance with S683
Income Tax (Trading and
Other Income) Act 2005. The
payer is under an obligation
to deduct basic rate income
tax and the investors should
then account for any higher
or additional higher rate tax
due through their selfassessment tax return.
Guidance is then provided
on a number of areas but
also includes the comment
that HMRC will not apply
this view to earlier years. It
then states that from 6 April
it expects payers to start
putting in place arrangements
to deduct basic-rate tax and
investors who are liable to
tax at either higher or
additional rates to include
the payments on their
self-assessment tax returns
for the tax year commencing
6 April 2013.
You can also see guidance
including links to a Technical
Note at www.accaglobal.
com/uk/members/technical
PROPERTY SALES CAMPAIGN
The latest campaign
headline is: if you have
ever sold a residential
property in the UK or
abroad, and not informed
HMRC, you may be
liable to capital gains
tax (CGT). Notification/
registration to take part
under the property sales
campaign must be made
by 9 August 2013 followed
by voluntary disclosure
of income or gains and
payment of taxes due by 6
September 2013. Details at
www.accaglobal.com/uk/
members/technical

LAW
FINANCIAL SERVICES ACT
The Financial Services Act
2012 came into force from 1
April 2013. It is part of the
strengthening of the financial
regulatory structure in the
UK and delivers significant
reform of the current
regulatory system. The
headline statement was the
division of responsibility for
financial stability between the
Treasury, the Bank of England
and the Financial Services
Authority (FSA). There are
and there will be a number of
changes, including:
The proposed transfer
for the responsibility for
mutuals. Currently the
FSA has responsibility for
mutuals (building societies,
credit unions, friendly
societies and industrial and
provident societies). A draft
Order has been prepared
that proposes to transfer the
function to the Prudential
Regulation Authority (PRA)
and the Financial Conduct
Authority (FCA);
Insertion of four new
Parts into Schedule 6 of the
FSMA that put into place
specific conditions for firms
authorised by FSA and PRA;
A new requirement
for those responsible for
managing the affairs of a
firm to act with probity,
in order to satisfy the
regulators that the firm
is fit and proper. This
includes action that can
be taken against firms and
individuals;
The transfer of consumer
credit regulation to the FCA. A
consultation has been issued
on this proposed transfer.

*

*
*

*

Further information at
www.accaglobal.com/uk/
members/technical
EMPLOYMENT LAW FACTSHEETS
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.
Visit www2.accaglobal.
com/members/publications/
technical_factsheets
ANTI-MONEY LAUNDERING
A report has been issued by
Financial Intelligence Unit,
in collaboration with HM
Treasury, The Home Office
and the Financial Services
Authority, which aims to
raise awareness on financial
sanctions, specifically in
relation to the Arab Spring.
The report includes a
number of useful reminders
and recommendations.
For example:
‘Applications for consent
from SOCA and licences
from HMT are separate. For
example consent from SOCA
does not absolve reporters
from reporting requirements
or conditions under relevant
sanctions legislation.’
The report then makes
recommendations that
highlight the importance of:
the sanctions list;
ongoing monitoring of
clients;
robust customer due
diligence; and
sanctions legislation
related to Arab Spring
countries.
You can find the report at
www.accaglobal.com/uk/
members/technical

*
*
*
*

A good MBA fuels
career success
‘The global MBA offers high quality tuition, great
flexibility and global recognition. The real workplace
case studies alongside the theory improved my
knowledge and widened my exposure to business
management. This MBA is perfect for motivated
and self-disciplined finance professionals to further
develop their understanding of business.’

Angie Dai
assistant PRC finance manager, ExxonMobil Investment

www.accaglobal.com

The postgrad pages
Interested in doing an MBA, MSc or other postgraduate qualification? Our special quarterly
section of Accounting and Business explores the options and the issues involved

Growing with the social flow
No longer the preserve of the gregarious few, we take a look at how social media is
becoming increasingly important before, during and after an MBA
In March, publishing giant Reed
Elsevier made an interesting
acquisition. In an effort to continue
building its digital business the
global information provider bought a
company called Mendeley for up to
$100m. Mendeley is a London-based
academic network, and the deal
highlights an important new driver
within the world of learning: that of
the growing relationship between
social media and academia.
The acquisition of Mendeley, which
allows academics and organisations to
organise their research and journals, as
well as to collaborate online, and has
2.3 million users on its platform, aims
to bolster science publishing limb
Elsevier, which publishes The Lancet.
So while social media has, in recent
years, transformed the business
communications landscape, it seems
set to do the same with the academic
and education world.
‘Social media has quickly become a
huge maze of information, comments,
posts, blogs, likes, trends and tweets
that is difficult to navigate,’ says Helen
Crofts, head of classroom technology,
Kaplan Financial. ‘It is the role of

‘I USE FACEBOOK AND
TWITTER TO POST
NEWS ITEMS THAT ARE
RELEVANT TO WHAT
WE ARE STUDYING. THIS
MAKES STUDENTS
AWARE THAT WHAT IS
BEING TAUGHT IN CLASS
IS RELEVANT TO
THE REAL WORLD’

71

72

The postgrad pages

Interested in doing an MBA, MSc or other postgraduate qualification? Our special quarterly
section of Accounting and Business explores the options and the issues involved

educators such as Kaplan to offer a
pathway for students to follow to
ensure they have access to the right
content, in the right format at the right
time. In this way, the learning becomes
more self-directed, gives the student
control over how, when and what they
are learning and allows the student to
personalise the process to their own

for qualified accountants, says: ‘We
reviewed and relaunched our new
social media channels in 2012. As well
as helping to raise the profile of the
school internationally, they are also
used to assist with recruitment and
admissions to our programmes.’
The admissions team has dedicated
Facebook and Twitter pages to support

‘SOCIAL MEDIA HAS QUICKLY BECOME A MAZE
OF INFORMATION, COMMENTS, POSTS, BLOGS
AND TWEETS THAT IS DIFFICULT TO NAVIGATE’
individual learning style.’
The challenge, then, is learning how
to use it properly, because the fact is,
effective use of social media can help
you choose the right place to study,
learn more effectively and be better at
your job afterwards.
According to US News & World Report,
85% of MBA applicants use social
media to research their prospective
schools and this is something that
business schools globally need to
exploit to ensure that they don’t miss
out on the best candidates.
Justin Scott, marketing and
communications director at Cass
Business School, explains how it has
embraced the technology. ‘Social tools
have become an integral part of the
school’s marketing and
communications strategy in terms of
extending brand reach and acting as a
real-time customer service channel,’ he
says. ‘As we look to publish more
information online, this will continue to
evolve. We use social tools to help
bring the Cass brand alive and
facilitate two-way communication,
allowing us to build a much more
insightful and deeper relationship with
our audiences, as we look to promote
academic excellence and business for
the professions.’

Profile-raising
Raquel Lison, senior marketing
manager, Saïd Business School at
the University of Oxford, which offers
the Diploma in Financial Strategy, a
master’s-level course that provides
the essential elements of an MBA

NEW MBA IN GHANA

programme recruitment. ‘Working
around the admissions cycle, the page
demonstrates course benefits, creates
a buzz around the programmes and
provides crucial information, such as
deadline dates, open days and events,
and allows prospective students to ask
questions,’ says Lison.

The University of Professional
Studies in Ghana has announced
the introduction of an MBA
in Petroleum Accounting
and Finance for the 2013/14
academic year.
The oil and gas industry in the
African nation is seen as
something of an untapped
resource with big discoveries being
made in recent years, despite slow
foreign investment.

Converting prospects

MBA BODY EXPANDS

The benefits for the school are clear;
the social media channels help
streamline processes and reduce
the number of questions from other
sources which, in turn, allow the team
to engage with potential candidates to
convert prospects.
The official Facebook and Twitter
pages for the MBA programme tap into
the aspirations of applicants and
students, curating and providing
thought leadership on business issues.
Content is fresh and dynamic and
includes news, blogs and videos to
encourage networking and promote
student and alumni-led activities and
to demonstrate the Oxford experience.
‘The main aim of this channel is to
create a sense of community among
students and those interested in our
MBA programme,’ Lison adds.
But really successful students also
need to know how to let social media
help with both their studies and their
following career.
Tom Clendon is a tutor on the ACCA
course at Kaplan Financial and
explains how social media is used in
the course. ‘I use Facebook and Twitter
to post news items that are relevant to
what we are studying in class,’ he

The Association of MBAs (AMBA),
has reported a 17% expansion
in membership numbers, with
much of the growth coming from
outside Europe, in particular in
Latin America and China.
Accreditation provisions have
also risen, with 12 new business
schools giving AMBA has a total of
201 business schools worldwide
with accredited programmes as of
April 2013.

EUROPEAN SURGE

Although the US is traditionally
seen as the home of the MBA,
recent figures suggest that Europe
has become an increasingly
popular destination.
Figures from the Graduate
Management Admissions Council’s
Application Trends Survey 2012
show that 37% of European
programmes reported a rise in
application volumes for the
2012/13 incoming class,
compared to 22% in 2011.
European schools are also making
an impact on the influential
league tables, nabbing 25 of the
top 100 spots.

University of London advert
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says. ‘This helps students with their
background reading and makes them
aware that what is being taught in
class is relevant to the real world.
After all, professional exams are the

become more productive, so
companies that have banned the likes
of Twitter and Facebook may find
themselves reconsidering.
Professor Joe Nandhakumar, who

‘MOST STUDENTS HAVE SMARTPHONES, SO THEY
CAN STUDY ON THE MOVE. AND SOCIAL MEDIA
ENABLES THEM TO BE REMINDED TO STUDY’
stuff of application. YouTube clips can
bring a subject to life in ways a
handout never can. Most students have
smartphones, so they can study while
on the move. And social media enables
students to be gently reminded to
study,’ says Clendon.
While there was a time when the
use of these tools was frowned upon
when people hit the workplace, even
that is changing. A new report from
Warwick Business School has shown
that social media is helping workers

teaches digital business strategy and
social media on the MSc Information
Systems Management and Innovation
course, found that the myriad ways of
communicating allow people to be
more flexible about when and where
they work and more effective.
In his paper entitled Exploring social
network interactions in enterprise
systems: the role of virtual co-presence,
the professor and his team found that
the flexibility that social media gave in
the workplace fitted in with the

demands of the modern world where,
often, jobs are no longer nine-to-five.
Nandhakumar says that ubiquitous
digital connectivity should be seen not
as an unwelcome interruption, but as
part of the changing nature of
knowledge work itself that needs to
become part of normal, everyday
practices of contemporary
organisations. ‘Evidence from our
research suggests that knowledge
workers who were able to successfully
deal with the timing and sequence of
their “presence” and responses in a
digitally mediated workplace were
better able to organise the flow of work
through digital media,’ he adds. ‘There
is a growing body of evidence which
suggests that instead of adopting
uncritically popular views of digital
connectivity as something disruptive,
organisations should instead
investigate further.’
Beth Holmes, journalist

Your professional
development is
important to us.
To help you maintain your competitive edge
we are proud to introduce ACCA’s new learning
hub – My Development. It is designed to be
the central access point for all your learning and
help you meet your CPD requirement as well as
progress in your career. You can find local faceto-face events, technical articles, e-learning and
lots more.

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

78

ACCA diary

[

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

EMPLOYMENT-BASED
HEALTH

20 May, Monday
Network and Develop,
Leicester

16 May, Thursday
NHS CSUs, London

20 May, Monday
Budget 2013, Brentwood

CORPORATE

21 May, Tuesday
Tax Update, Bristol

22 May, Wednesday
The Case for Ethical
Capitalism, London

FINANCIAL SERVICES
16 May, Thursday,
Advice to New Head of Bank
of England, London

INTERNAL AUDIT
5 June, Wednesday
The 2013 Pulse of Internal
Audit, London
To book, please register at
https://events.accaglobal.
com

REGIONAL MEMBERS’
Please note the majority
of events take place in
the evening but check the
websites listed below for
times and full details.

ENGLAND
15 May, Wednesday
Accounting Standards
Update, Huntingdon
15 May, Wednesday
VAT on International
Transactions, Reading
16 May, Thursday
Jaguar Land Rover
Experience,
Bedfordshire

21 May, Tuesday
IOM Tax Update,
Isle of Man
21 May, Tuesday
Planning and Developing
Your Career and ACCA
New Member Welcome,
Borehamwood
21 May, Tuesday
Budget Update and Tax
Update, Ipswich
23 May, Thursday
Building a Better Business
through Finance Diversity,
Liverpool
23 May, Thursday
Cloud Computing,
Derbyshire

SCOTLAND
4 June, Tuesday
Glasgow Business Lecture
18 June, Tuesday
Talk Your Way to Success
– joint event with Aberdeen
Junior Chamber of
Commerce, Aberdeen
To book, visit www.
accaglobal.com/scotland/
events

WALES
14 May, Tuesday
Financial Management – Hot
Topics, Cardiff
21 May, Tuesday
Setting Up and Dissolution
of Shareholder and
Partnership Agreements,
St Asaph
23 May, Thursday
Presentation Skills for
Finance Professionals,
Swansea

25 May, Saturday
Budget Update, London

3 June, Thursday
Business Insight Dinner with
Ron Jones, Swansea

30 May, Thursday
Brighton Business School,
Brighton

To book, visit www.
accaglobal.com/wales/
events

14 June, Friday
Isle of Man Quarterly Lunch,
Isle of Man

PROFESSIONAL
COURSES

14 June, Friday
Channel Islands
Quarterly Lunches,
Guernsey and Jersey
To book, visit http://
uk.accaglobal.com/uk/
members/networks/regional

16 May, Thursday
Internal Audit Conference –
Time for the Mouse to Roar,
London
18 May, Saturday
Summer Update for
Practitioners: Business
Advice Conference, London

18 May, Saturday
Saturday CPD Conference
Two, Birmingham
21 May, Tuesday
Financial Reporting –
Refresher and Update Part
One, London
21 May, Tuesday
Financial Reporting –
Refresher and Update Part
Two, London
22 May, Wednesday
Employment and
Personal Taxes Update,
London
22 May, Wednesday
Business and Corporate
Taxes Update, London
29 May, Wednesday
UK and EU VAT Update,
Isle of Man
31 May, Friday
IR35 Update and Refresher,
London
1 June, Saturday
Saturday CPD Conference
Two, London
3 June, Monday
The Outstanding Delegator,
London
3 June, Monday
Getting More from Your
Talent, London
4 June, Tuesday
Building High Performance
Teams, London
4 June, Tuesday
Exceptional Performance
Management, London
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5 June, Wednesday
Practical Cash Management,
London

8 June, Saturday
Saturday CPD Conference
Two, Manchester

5 June, Wednesday
Managing Change and
Uncertainty, London

10 June, Monday
Maximising Personal
Effectiveness, London

5 June, Wednesday
Dealing with Difficult
Situations, London

10 June, Monday
Managing Your Personal
Profile, London

7 June, Friday
Tax Update for the Busy
Accountant, Ashford

11 June, Tuesday
The Influential Manager,
London

8 June, Saturday
Summer Update for
Practitioners, London

11 June, Tuesday
The Confident Negotiator,
London

AB DIRECT
ACCA’s weekly e-bulletin
for finance professionals.
All the latest news from the profession,
international technical updates and tips
to help ACCA members meet their CPD
requirements... delivered to your inbox.
To subscribe, go to
www.accaglobal.com/subscribe

For further information please contact
Eleni Perry
eleni.perry@accaglobal.com

12 June, Wednesday
Everything You Ever Wanted
to Know about VAT – Part
One, London
12 June, Wednesday
Successful Networking,
London
12 June, Wednesday
Effective Communication,
London
12 June, Wednesday
International Personal Tax,
London
13 June, Thursday
Everything You Ever Wanted
to Know about VAT – Part
Two, London

14 June, Friday
Corporation Tax Update,
London
15 June, Saturday
Saturday CPD Conference
Two, Swansea
15 June, Saturday
Saturday CPD Conference
Two, Aberdeen
To book any Professional
Courses event, contact the
team on 020 7059 5910
or professionalcourses@
uk.accaglobal.com
For a complete listing
of all ACCA UK events visit
uk.accaglobal.com/uk/
members/events
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Searching for CPD?
We want to meet your demand for
a variety of learning content at an
affordable level and keep you informed
on the latest offers. And we know that
cost and time are big factors when
considering which CPD opportunities.
So bear in mind the following:
ACCA’s CPD section has lots of online
CPD courses, articles, webinars and
qualifications from our partners. All
of the courses in our gateway have
been quality checked by ACCA and
will count towards your CPD if you
can apply the learning in your career
www.accaglobal.com/CPD

are probably sitting on a
* You
mountain of unreported CPD

*

*

without knowing it. Think about
what activities you have been
involved with this year in the
workplace. Have you had to
implement a new process or learn
new software to improve the service
you deliver to clients? Have you
mentored a junior at work? All of
these can count toward your CPD if
you had to undertake learning.
Have you thought about using
social media to source CPD?
Updated daily, the official Twitter

feed for ACCA CPD and Events is
where we focus on your personal
development. Follow us and we’ll
tweet you the latest CPD tips and
information on new products, events
and promotions. It couldn’t
be simpler!
– Twitter: @ACCACPD_Events
ACCA also hosts a LinkedIn group,
giving you a forum to discuss the
ACCA events and conference which
interest you with like-minded ACCA
members. Why not join the
conversation?
– LinkedIn: http://tinyurl.com/bv2clhp

Council meeting highlights
Chairman of ACCA Regulatory Board presents its annual report for 2012
Council’s first scheduled meeting of
2013 took place on 16 March. The
guest presenter at the meeting was
Katrina Wingfield, chairman of the
ACCA Regulatory Board, who presented
its annual report for 2012.
The Regulatory Board was established
after the AGM in May 2008 and brings
together all of ACCA’s arrangements for
regulation and discipline in a single
entity. The board stands at arm’s length
from Council and the majority of its
members are lay individuals.
The report of the board for 2012
focused on the outcomes of the
board’s Regulatory Procedures Working
Party, recruitment of regulatory and
disciplinary panel members and lead
regulator inspection reports. Council
was pleased to note that the report
overall underscored the board’s
commitment to continuous
improvement in regulation and was
reassured that, going forward, the
board would continue to provide
proactive oversight of ACCA’s
disciplinary and regulatory processes.

A number of other issues were
considered in Council’s formal sessions.
Council met in groups to debate the
topic ‘ACCA’s growth ambition’.
Council considered the regular report
of the chief executive (Helen Brand).
The report covered ACCA’s
performance as well as a review of
ACCA strategic development and
developments in the wider profession.
On a recommendation from Resource
Oversight Committee, Council
approved the proposed budget for
the organisation for 2013–14.
Following a recommendation from a
group of standing committee
chairmen, Council also approved
achievement measure targets put in
place to track ACCA’s strategic
performance in 2013–14.
A report was received on the progress
of ACCA’s initiatives to deliver public
value. Public value encompasses
working in the public interest, but it
also includes ACCA’s core purpose of
providing opportunity to individuals
and, through that process, providing
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businesses and economies with
ethical financial professionals who will
help them grow and prosper. It also
encompasses the work ACCA carries
out to develop the profession globally
and its leadership in areas such as
corporate social responsibility and
integrated reporting.
Council confirmed Alexandra Chin
as its preferred nominee for vice
president 2013–14. (The formal
elections for ACCA’s officers will
take place at the annual Council
meeting immediately following the
AGM on 19 September 2013.)
In a break with usual practice, Council
also heard from a panel of external
experts discussing future trends, for the
global economy generally as well as in
digital media, and the expectations of
the workforce of the future. The outputs
of the panel session will be used to
inform a series of scenarios to support
the development of ACCA’s strategy
beyond 2015.
Council’s next meeting will be in
London on 15 June 2013.
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The complete package
Is your organisation recruiting or training ACCA members or students? Our new
Competency Framework for complete finance professionals can help
You know that ACCA members
are fully prepared professional
accountants with a complete skillset
that can strengthen the finance
function and deliver enhanced value,
but how can you be sure that ACCA
members and trainees meet your
organisation’s requirements?
For the first time, ACCA has
published an online Competency
Framework, which highlights the 10 key
competencies finance professionals
must have if they are to succeed in

ACCA Qualification and how they relate
to the requirements of different jobs.
Helen Brand, chief executive of
ACCA, says: ‘A competency is defined
as a fundamental knowledge, ability or
expertise in a specific subject area or a
specific behaviour. The ACCA
Qualification addresses all the key
knowledge areas required by finance
professionals, from performance and
financial management and taxation to
Islamic finance, and the principles of
integrated reporting.

THE ACCA QUALIFICATION ADDRESSES ALL KEY
AREAS REQUIRED BY FINANCE PROFESSIONALS
business and their career – skills which
are covered by the ACCA Qualification.
To demonstrate how the
competencies of an ACCA-qualified
accountant can help grow your
business, we have worked with leading
employers to develop a Competency
Framework to compare key business
areas against the ACCA syllabus. It will
let employers see all 10 of the
competencies learned through the

*THE FRAMEWORK

caption style
‘We developed this Competency
Framework to ensure aspiring finance
professionals, employers and tuition
providers are clear about the skills
demanded in an increasingly globalised
and changing business environment.’

How will it help me?

management – it provides easy
* HR
access to information about the

*

*
Find out more about the ACCA
Competency Framework and the
business need behind the complete
finance professional by visiting
http://competencyframework.
accaglobal.com

ACCA Qualification that helps when
you’re resourcing your finance
function, or developing job
descriptions or performance
development plans.
Transferability – by showing real-life
scenarios of career pathways and
progression routes, the Competency
Framework can guide your trainees
at key points in their career, helping
transferability across roles.
Faster progress to membership
– because the

Competency Framework links job
roles to performance objectives and
performance objectives to exams,
you can use it to help your trainees
complete their work experience
more effectively and progress to
membership more quickly.

The 10 key competencies are:
1 professionalism and ethics
2 governance, risk and control
3 stakeholder relationship
management
4 strategy and innovation
5 leadership and management
6 corporate reporting
7 sustainable management
accounting
8 financial management
9 audit and assurance, and
10 taxation.
Brand says: ‘The Competency
Framework highlights the abilities
aspiring finance professionals must
have to meet the requirements of
potential future employers. ACCA has
always been committed to ensuring its
qualification meets the needs of every
sector in every region of the world, and
the Competency Framework brings
these together. It not only serves as a
checklist for students but as a clear
demonstration to employers that those
with the ACCA Qualification are
complete finance professionals.’
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ACCA news
Council election
Nominations are invited for members wishing to
stand for election to ACCA’s Council
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Council is ACCA’s governing body and as such has a pivotal
role in ACCA affairs. It has a wide-ranging remit that includes
ensuring that ACCA operates in the public interest and delivers the
objectives stated in its royal charter, setting the overall direction
of ACCA through regular approval of ACCA strategy, ensuring
that governance structures are aligned to the effective delivery of
strategy, engaging with ACCA members to explain and promote
ACCA’s strategic direction, acting on behalf of all members and
future generations of members (today’s students), and providing
an objective environment for the executive team to explore new
ideas or challenges.
Council and the executive team collaborate in order to devise
ACCA’s strategy, which is then approved by Council. Delivery of
strategy is the responsibility of the executive team, with governance
of the process and performance management provided by Council.
Whatever their geographical or sectoral bases, Council members
do not represent particular areas or particular functions and are
elected by the membership as a whole.
Candidates in the Council elections come from all parts of the
world, from every sector of the profession, and represent a wide
range of senior positions. Long-term or technical experience is
valuable, but so is a proven ability to participate actively in strategic
decision making. Council experience as such is not necessary.
However, an understanding of good governance is essential, and
personal and professional integrity must be of the highest standard.
Specifically, ACCA expects members to bring the following skills
and attributes to Council: an ability to take a strategic and analytical
approach to issues and to see ‘the big picture’, an understanding of
the business and the marketplace, communication and networking
skills, an ability to interact with peers and respect the views of
others, decision-making abilities, an ability to act in an
ambassadorial role in many different environments, planning and
time management, and a willingness to learn and develop.
Nominations are now invited for any members wishing to stand
for election to Council at the 2013 AGM. Anyone wishing to stand
must be nominated by at least 10 other ACCA members in good
standing. Candidates should supply a head and shoulders
photograph and an election statement of up to 180 words. Election
statements should not include references to email addresses or
internet websites. Candidates are also required to sign declarations
of their willingness to comply with, and be bound by, the code of
practice for Council members.
Further information on the Council election process, including pro
forma nomination papers, may be obtained by writing to the
secretary at 29 Lincoln’s Inn Fields, London WC2A 3EE, by sending
a fax to +44 (0)20 7059 5561, or by sending an email to
secretariat@accaglobal.com quoting ‘Council Elections’ in the
subject box.
The closing date for submission of nominations to the secretary is
19 June 2013.

BOARD-READY

ACCA has joined the
Global Board Ready
Women initiative – a list
of women qualified to sit
on a board of directors.
The global list has been
compiled by the European
Business Schools/Women
on Boards Task Force in
association with the Forte
Foundation and the
Financial Times NonExecutive Directors’ Club.
More at http://tinyurl.
com/brvevet

GRI GOES DUTCH

The Global Reporting
Initiative (GRI) is holding
its Global Conference
on Sustainability and
Reporting this year in
Amsterdam, 22–24 May.
Over 1,500 leaders and
practitioners from
business, finance,
academia and government
are expected to be there
for the launch of G4 – the
next generation of GRI
guidelines. Attendance
can count as CPD if
relevant to your career
and the learning can be
applied in the workplace.
Details at www.
griconference.org

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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