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BUPA. HELPING YOU FIND HEALTHY
*Terms and conditions of the one month free offer; 1. Only applicable to Bupa Select community rated company health insurance
schemes with between 2 to 250 members when purchased by an ACCA member directly from Bupa. 2. Only applies to the first year of
the company health insurance scheme if the contract start date is between 01 March 2013 and 28 Feb 2014 (inclusive) and the cover is
in place for 12 months. 3. Not available to companies who have had health insurance with Bupa in the three months prior to the date of
application. 4. Further terms and conditions apply, please ask a Bupa Sales Adviser for full details. Bupa health insurance is provided by Bupa
Insurance Limited. Registered in England and Wales No. 3956433 arranged and administered by Bupa Insurance Services Limited. Registered in England and Wales No.
3829851. Both companies are authorised and regulated by the Financial Services Authority. Registered office: Bupa House, 15-19 Bloomsbury Way, London WC1A 2BA.
†Calls from landlines to 0800 and 0808 numbers are free, however, mobile phone providers may charge. Calls may be recorded and may be monitored.

WELCOME

Welcome
MOVING ON UP

With EY undertaking a massive recruitment drive and
other firms looking to boost headcounts, it could be
time to start sprucing up your CV.
You might have to dust off the cobwebs first.
Difficult times discourage job moves, and many finance
professionals who in a more confident climate would
have moved out or up have been doggedly sitting tight in
the same role waiting for the good times to return. And it
seems they have. Recruitment firms are rubbing their hands with glee.
But what is the substance behind the headlines, and EY’s bold first strike
in what some are saying is the beginning of a new war for talent? Talking to
Accounting and Business for our cover feature (page 18), EY managing partner
Steve Varley points to a general increase in confidence and significant growth
in niche areas. If you have skills in ‘big data’ and cyber security, then
you could be hot property.
Both of these are sectors highlighted in our ‘Digital Darwinism’ feature on page
40, which looks at what experts say will be the 10 big technology trends facing
finance professionals in coming years. Ambitious accountants should take note.
None of this means that bagging a new job is necessarily going to be easy.
Downturn-hardened employers are not just looking for the right skills but also that
elusive ‘cultural fit’. And given the stunted career progression suffered by many
over the last few years, there are likely to be many well-qualified candidates. On
the other hand, many good recruits could let themselves down due to rusty CV
and interview skills, so investing some time in these areas could be worthwhile.
We’ll be stepping up our coverage of these areas in future editions, but in the
meantime there is plenty of advice – not to mention plenty of jobs – on ACCA’s
careers portal at www.accacareers.com/uk
Happy hunting.
Chris Quick, editor, chris.quick@accaglobal.com
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▼ TOY STORY

London’s iconic Hamleys toy store predicts
that the most wanted toys for Christmas 2013
will include a robotic puppy and the Furby

▼ BIRD IN THE RED

Twitter aims to raise US$1bn when it floats
later this year, thanks to soaring revenues.
However, the platform has never turned a profit
and sunk deeper into the red in the first six
months of 2013, losing US$69.3m

► ON THIN ICE

Humans are mostly to blame for global warming
since the 1950s, says the latest report by the
Intergovernmental Panel on Climate Change

ACCOUNTING AND BUSINESS
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▼ GAME STEALS A MARCH

Sales of the Grand Theft Auto V video game
hit US$1bn in just three days – faster than
any other video game, film or entertainment
product ever, creator Take-Two Interactive said

▲ STATE TAKES LIBERTY

New York State is temporarily paying the Statue
of Liberty’s running costs, enabling it to reopen
after 12 days’ closure caused by the partial
government shutdown

▲ BLACKBERRY CRUMBLES

Following a second quarter net loss of US$965m, Canadian smartphone maker BlackBerry
is to axe 40% of its workforce and will be sold to a consortium for US$4.7bn

ACCOUNTING AND BUSINESS
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News round-up
This month’s stories include new audit tendering rules for FTSE 350 companies, a
clampdown on tax loopholes for firm partners and clarification on the legality of IFRS
TEN YEAR AUDIT TENDERS

EY REVENUES UP

EY has reported a 6% rise
in UK revenues, to £1.7bn,
in the year ending June.
Global revenues were
US$25.8bn. In the UK,
revenues rose by 17% in
advisory, 6% in assurance
and 6% in tax, but fell by
11% in transaction advisory
services. The firm is
planning significant growth
in revenues and staff in the
next year. More on page 18.

PARTNERS TARGETED

Firm partners face higher
tax bills as a result of
a clampdown on tax
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TRENDS

All FTSE 350 companies
must put their audits out to
tender at least once every 10
years, and preferably every
five years, the Competition
Commission has determined
in its final report on the audit
market. Companies failing to
tender every five years must
report their reasons and how
these serve shareholders’
interests. The measures
should come into force in the
final quarter of 2014 and
also include the outlawing
of ‘Big-Four-only’ clauses
in loan agreements and the
requirement for all FTSE 350
audits to be reviewed by the
Financial Reporting Council
every five years on average.
James Roberts, senior audit
partner at BDO, commented:
‘While some may regard the
outcome of the investigation
as being less radical than
many would have hoped,
the real importance of
the investigation has been
to shine a spotlight on a
previously dark recess of
corporate governance.’

UNFAZED BY CHANGE – WHO WON’T BE CAUGHT ON THE HOP

Singapore has topped a list of 90 nations in its capacity to respond to
changes such as natural disasters, global competition, economic shocks and
demographic trends. KPMG’s 2013 Change Readiness Index, produced with
global advisory firm Oxford Economics, measures 26 components. It found
that the UK ranks third in Western Europe and that its ability to recover
from short-term shocks or capitalise on new opportunities is ahead of the
US and China. Alan Downey, KPMG’s head of public sector, said: ‘The way
any country responds to, anticipates and takes advantage of change has a
significant impact on its ability to achieve sustained growth and share the
benefits of that growth with its citizens.’

‘loopholes’ announced
by chief secretary to the
Treasury, Danny Alexander.
Partners are to be prevented
from using artificial
structures to reduce income
tax liabilities, Alexander
told the Liberal Democrats’
annual conference. Related
measures are designed
to stop private equity
shareholders ‘dodging the
intended income tax’, said
Alexander. There is to be a
short consultation before the
measures are introduced.

DELOITTE APPEALS

Deloitte is appealing against
the findings of the Financial

Reporting Council (FRC)
disciplinary hearing which
gave the firm a severe
reprimand and fined it
£14m for what the tribunal
found to be breaches of
professional standards. The
FRC concluded that Deloitte
and its former partner
Maghsoud Einollahi had
been subject to a conflict
of interest. In a statement,
Deloitte said: ‘After careful
consideration, we have
decided to seek leave to
appeal the findings of the
MG Rover Tribunal.’ It added
that while the firm wanted
to move on, it did not agree
with the tribunal’s main

conclusions, which it felt
‘could create significant
uncertainty’ for individual
accountants and for the
profession as a whole.

GT TURNOVER UP

Grant Thornton UK’s
revenues rose by 13% to
£471m in the year ending
June. The firm’s advisory
practice grew by 21% and
audit by 9%, while turnover
in the tax service remained
flat. Profit per partner rose
by 4.2%. The mid-tier firm
has brought forward its
target of hitting £500m
turnover in the UK from
2015 to 2014.

»
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DELOITTE AND PwC GROW
Deloitte’s global revenues rose to US$32.4bn in the year
ending May, re-establishing its position as the largest
global accountancy firm. Big increases were reported in
the Americas, with an 18.1% rise in revenues in Chile
and 14.3% in Latin America. There was a 5.6% rise in
revenues in the Europe, Middle East and Africa (EMEA)
region, and Asia Pacific grew by 3.1%. PwC’s global
revenues for the year ending June were up by 4% to
US$32.1bn. Revenues in South America rose by 9% and
those in North America by 7%, as did those in the EMEA
region, but in Asia they rose by only 2%.

WH SMITH TO RESTATE
Retailer WH Smith is to restate its accounts after a review
by the Financial Reporting Council’s Financial Reporting
Review Panel. The FRRP found that accounts for the year
ended August 2012 failed to recognise pension obligations
arising between a subsidiary and the company’s pension
trustee. The company did not regard these as representing
a liability under IFRIC 14 IAS 19, The Limit on a Defined
Benefit Asset, Minimum Funding Requirements and Their
Interaction. After correspondence, WH Smith accepted
that the funding requirement did fall within the IFRIC 14
explanation of liabilities.

INVESTORS GET REAL

Investors support the
adoption of ‘real-time’
reporting, which they
believe would raise
confidence in corporate
governance and improve
investor returns. An ACCA
survey of 300 investors
found that 85% predict
that real-time reporting
would improve their
ability to react quickly;
78% expect it to enhance
returns; and 73% said it
would provide evidence
that companies had robust
corporate governance.
‘Investors clearly believe it
would help their decisionmaking and give them
greater understanding of
companies,’ said Ewan
Willars, ACCA’s director of
policy. ‘On the other hand,
they also accept that it
could lead to increased
instability and shorttermism in markets.’

ACCOUNTING AND BUSINESS

Download Understanding
investors: the road to real-time
reporting at www.accaglobal.
com/ri. More on page 35.

ACQUISITION FOR EY

EY France has acquired
Greenwich Consulting, which
has a global presence.
EY said the acquisition
will strengthen the firm’s
capacity to advise on
growth strategy, marketing
strategy, product marketing,
marketing effectiveness,
advanced pricing and
customer analytics.
Greenwich Consulting was
established 12 years ago
and has an annual 35%
growth rate, with a 2012
turnover of €25m. It has
seven offices in Europe,
North America, Africa and
the Middle East.

DELOITTE CYBER PUSH
Deloitte is strengthening
its capacity to advise

clients on cyber security
with the appointment of a
former senior FBI special
agent as a director of the
firm’s security and privacy
practice in New York.
Mary E Galligan worked
on some of the FBI’s most
high-profile and complex
investigations, including
the 11 September attacks.
EY has also announced that
it is increasing its focus on
cyber security.

PROTOCOLS AGREED

The IFRS Foundation
and the International
Organization of Securities
Commissions (IOSCO)
have agreed to strengthen
cooperation to raise the
standard of financial
reporting globally. Michel
Prada, chairman of the
IFRS Foundation Trustees,
said that the signing
of a set of protocols
marked a big step forward

in improving financial
reporting. He added
that decisions taken by
IOSCO in 2000 had led
to the creation of the
IASB. IOSCO represents
securities regulators and its
more than 120 members
oversee 95% of the world’s
securities markets.

IFRS COMPLIES

The Financial Reporting
Council (FRC) and the
Department for Business,
Innovation and Skills have
both received legal advice
confirming that International
Financial Reporting
Standards (IFRS) comply
with UK law. Legal advice
was taken after suggestions
that directors presenting
accounts under IFRS
might be breaching their
responsibilities to provide
a true and fair view of the
company. But the latest
advice concludes that if
there is a conflict between
accounts presenting a true
and fair view and complying
with accounting standards,
the standards should be
overridden. The FRC has
asked the International
Accounting Standards Board
to review those standards
that create conflicts with
the provision of a true and
fair view. The legal advice
is published on the FRC’s
website: www.frc.org.uk

ACCA AND FRC MEET

ACCA and the Financial
Reporting Council (FRC)
have held the first of two
joint public events to
provide more information
on proposals from the
International Auditing and
Assurance Standards Board
(IAASB) to make auditor
reports more informative.
The IAASB believes that
making the auditor report
more transparent and more
relevant will have a positive
impact on audit quality and
increase users’ confidence

Substantial reform of the
insolvency regime has been
proposed by the Insolvency
Service. The proposals
include consolidation and
simplification of existing
rules and the greater use of
electronic submissions. They
are in line with suggestions
made by the Red Tape
Challenge, published
in July. Consultation on
the proposals runs until
24 January.

CHARITIES PROBED

Nine charities are being
investigated by the Charity
Commission for serious
reporting failures that
have involved failing to file
annual reports, accounts
and returns for two or more
years. Twelve charities were
originally under investigation
but three subsequently filed
their accounts. Another
74 charities breached
their legal obligations to
provide annual financial
reports, but many of these
had been dissolved, were
in administration or had
otherwise ceased operation.

NOT-FOR-PROFIT STUDIED
The Consultative Committee
of Accountancy Bodies
(CCAB) has commissioned
research into current
accounting practices in the
not-for-profit sector around
the world. The project will
seek to establish whether
the sector should have
a dedicated reporting
framework, guidance or
standards. CCAB chairman
Anthony Harbinson said:
‘This innovative project will

£6.4m

TRENDS

DISHONESTY RIFE

More than half of workers
in the finance sector have
witnessed colleagues
lying at work for personal
benefit. Nearly a third of
all workers lie every day at
their workplace, according
to the survey conducted by
the Chartered Management
Institute. Three-quarters
of those surveyed felt that
their managers did not
set a good moral example.
Managers are more likely
than their staff to commit a
‘white lie’ to make their lives
easier, saying that career
progression was more
important than morality.

CFOs READY TO EXPAND

CFOs are now focused on
expansion, according to the
latest Deloitte CFO survey.
This is the first time in two
years that CFOs have not
regarded cost cutting and
cash hoarding as their main
priorities. Corporate risk
appetite is at its highest
point since the onset of the
global crisis. More than half
of CFOs say that this is now
a good time to take balancesheet risks, while 40%
report that they are moving
into new products, services
or markets. Meanwhile, 62%
say that their businesses
face a high level of financial
and economic uncertainty –
compared with 97% in the
last quarter of 2011.

PwC AUDIT EXAMINED

PwC’s audit of Berkeley
Group Holdings is being
investigated by the Financial
Reporting Council. The

-£0.8m

REFORM PROPOSED

seek to establish definitions
and current approaches
to financial reporting by
the sector in different
jurisdictions around the
world. Ultimately, the aim
is to promote discussion
on possible ways forward.’
The research will be led by
Sheffield Hallam University.

£5.2m

in audits. The first event
was held in London and
was addressed by ACCA’s
technical director Sue
Almond, FRC director Nick
Land and IAASB deputy
chair Dan Montgomery. A
second event will be held in
Brussels on 26 November.
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2011

2012

Average non-core costs

2011

2012

Average profits

AIM COMPANIES WIPING OUT PROFITS

AIM companies have failed to control non-core
administrative costs such as finance, legal and rents at
the expense of their profits, according to SKS Business
Services. In some cases this has led to insolvency.

investigation is in relation
to a former PwC partner
joining the board of the
company and whether
there is any breach of
auditor independence.
Former UK PwC vice
chairman Glyn Barker
joined the board of the
house-building company
Berkeley in January 2012,
having been with PwC for
35 years. He held various
positions at PwC, including
managing partner and head
of assurance. PwC said
that it will cooperate with
the investigation and that
it takes its independence
responsibilities ‘very
seriously’. Berkeley Group
declined to comment.

TANT JOINS IMPERIAL
Oliver Tant has been
appointed as financial
director of Imperial
Tobacco. He was head of
UK audit for KPMG and

has been global managing
director of the firm’s private
equity division. He had
been lined up as CFO for
Legal & General Insurance,
but the appointment was
not confirmed after the
Prudential Regulation
Authority demanded
that the position be
filled by someone with
specific insurance sector
experience. Mark Gregory
was appointed Legal &
General CFO in the summer,
joining from Asda; he had
previously spent several
years with Legal & General
in senior positions.

NEW PKFI MEMBER

Johnston Carmichael has
become a member of the
PKF International (PKFI)
network. It now represents
the network in Scotland and
jointly represents it in the
rest of the UK, alongside
PKF Littlejohn.

»
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TRENDS
347

are directly at odds
with the government’s
approach to tackling tax
avoidance.’ A spokeswoman
for Baker Tilly said
that Heaton was not
commenting on the matter.

SORPs AID OBJECTIVITY
241

157
142

Construction
Retail
2012
2013

ADMINISTRATIONS DOWN

The number of businesses falling into administration fell by 16% to 1,224 for the first
nine months of the year, according to figures from Deloitte. In the same period last year
1,464 businesses had entered administration compared with 1,581 in the first nine
months of 2011. The construction industry showed particular improvement, with a drop
of 30.5%, from 347 appointments to 241, compared with the first nine months of 2012.
Lee Manning, restructuring partner at Deloitte, commented: ‘These statistics indicate
how a clearing out of underperformers has given way to a rebalancing of supply and
demand.’ He added that London saw the largest number of administrations.

MOVES AT SMITH & WILLIAMSON
Gareth Pearce has retired as chairman and group
managing partner of Smith & Williamson. David Cobb and
Kevin Stopps (pictured) become co-chief executives, while
Andrew Sykes steps up from the role of deputy chairman
to become non-executive chairman. Cobb (right) is head
of investment management and banking and Stopps
leads the tax and business services practice; both retain
their positions in addition to the joint CEO roles. Smith &
Williamson is one of the 10 largest UK accountancy firms.

There is an existing close
relationship between
Johnston Carmichael and
PKF Texas in Houston, based
around commonality of
energy sector clients. PKFI
is the 11th largest global
accountancy network.

COUNCILS CRITICISED

There are systemic
weaknesses in small
Welsh councils’ financial
management and
governance arrangements,

ACCOUNTING AND BUSINESS

says the Auditor General for
Wales. In a large number
of community and town
councils – the lowest tier of
local government – accounts
are not submitted on time
and many are of poor
quality. The Auditor General
has now modified the way
local councils’ accounts
will be audited from the
2014/15 year on, to provide
a stronger focus on the need
for improved governance and
financial management.

HEATON EXITS HMRC

Baker Tilly partner David
Heaton was forced to quit
his role as a panel member
advising HMRC on tackling
tax avoidance after BBC
Television recorded him
advising a conference on
steps to keep ‘money out
of the chancellor’s grubby
mitts’. The conference
was titled ‘101 Ideas for
Personal Tax Planning’. Tax
minister David Gauke said:
‘Mr Heaton’s statements

Corporate social
responsibility (CSR)
reporting should be
made more objective,
with reports subject to a
statement of recommended
practice (SORP), suggests
the Directory of Social
Change. The use of a SORP
would reduce corporate
‘spin’ and improve the
quality, transparency
and consistency of CSR
reporting, says the charity.
A single standard core
set of metrics should be
required of companies,
to avoid distortions in
CSR reports. This would
provide a level playing
field between companies,
make reporting easier and
assist investors to assess
companies’ CSR activities.

WOMEN ON BOARDS

There has been a
further increase in
female representation
on UK company boards
and the target of 25%
representation by 2015 is
achievable, according to the
Department for Business,
Innovation and Skills (BIS).
The latest figures from BIS
show that 19% of directors
are female – a significant
rise on the 12.5% in
2011, when Lord Davies
published his report on
corporate diversity, Women
on boards. Some 23.8% of
non-executive directors are
women, up from 15.6%
in 2011, while 6.1% of
executive directors are
female, up from 5.5% at the
time of the Davies report. ■
Compiled by Paul Gosling,
journalist

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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DESIGNER HEAVEN
Lynne Hunt FCCA, FD of Bicester Village, explains why even a wet Wednesday in
Oxfordshire can’t keep the hordes of retail tourists away from its many boutiques

I

Hands-on with the brands
‘We are a very hands-on business,’ explains Hunt. ‘As
landlords we don’t just give a key to a retailer and let them
get on with it. We have a whole army of people who work
with the brands to help them maximise their sales potential.
Our own retail team will help them ensure they have the
right products at the right price points.’
Products and prices are integral to Bicester Village’s
success. The products will have been available in a brand’s own
store for at least a year and will go on offer in the village with
at least a one-third price cut. ‘The brands will offer the same
quality of products, the same guest experience that is available
at their own flagship stores,’ Hunt says. ‘Our development
team will work with the brands to design the shop fit; they
have to be of a very high standard and quality. The luxury
brands that we have here are the top brands; they expect the
best and we will keep an eye on how they fit with the village.’
It is a recipe that clearly works. Last year, despite ongoing
economic difficulties (indeed perhaps because of these
difficulties), the collection of villages attracted more than
30 million visits, six million of them to Bicester alone.
Bicester Village employs in excess of 2,000 staff, many
of them drawn from the local community by means of

2010

Joined Value Retail as director
of administration and finance,
Bicester Village and Kildare Village.

CV

t’s raining in Bicester Village, but that doesn’t put
off the bargain-hunting coachloads of retail tourists
descending on the Oxfordshire luxury outlet shopping
centre. Even in the middle of the week, under the
greyest of skies, the fashion boutiques are doing a brisk
trade, with offers of at least a third off the price of their
stock. Famous names such as Alexander McQueen, Ralph
Lauren and Yves Saint Laurent line the main pedestrian
thoroughfare alongside a host of other internationally
recognisable brands, all vying for the attention of today’s
savvy, if somewhat damp, shoppers.
Which is all good news for Lynne Hunt FCCA, the
village’s administration and finance director. In what must
be a shopper’s dream job, Hunt is responsible for the
smooth running and financial control of not just Bicester
Village, but also Kildare Village outside Dublin, Ireland. The
villages are two of nine Chic Outlet Shopping villages in
Europe developed and operated by Value Retail, a company
that specialises in luxury outlet shopping. Bicester Village
is made up of more than 130 boutiques and numerous
restaurants and cafés.

1998

Joined CMI as FD designate.

1997

Passed ACCA final exams.

1996

Promoted to senior management accountant
– looking after major distribution contracts.

1994

Promoted to management accountant.

1993

Returned to the UK and joined Rentokil
Initial as assistant management accountant.

1991

Joined Swedish cosmetics manufacturer
Oriflame as accountant in Belgium.

1978

Internal audit, credit control, accounts
payable and receivable for UK blue chips.

apprenticeship schemes and job fairs. Likewise, many of the
services supplied to the village’s boutiques, such as cleaning
and landscaping, are also provided by local businesses
wherever possible.
But while the village might aim to employ staff from the
local community, its target customer base goes much, much
wider. In fact, the village sees itself as a tourist destination
in its own right. Some 350 tour groups roll through the car
parks every week in the height of summer, and there are
special express travel services laid on from London, not to
mention the tax refund facilities on offer in the village itself.
‘We don’t see ourselves in the retail business per se,’ Hunt
says. ‘We see ourselves in the shopping tourism business,

»
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Visits to Bicester Village and Kildare Village
during 2012. There were more than 30 million
in all across the nine villages – the others
are near Paris, Madrid, Barcelona, Milan/
Bologna, Brussels, Frankfurt and Munich, and
in 2014, Suzhou in China.

40%

Proportion of overseas visitors to Bicester.

E1.6bn

Brand sales at the nine villages in 2012.

900+

Boutiques across the nine villages. Bicester
has more than 130 and Kildare more than 60.

so it is all about how we can attract the international tourist.’
And the clientele is truly international. Chinese shoppers
make up the largest element of the international shopping
brigade, followed by the Middle East, South East Asia, Hong
Kong, Russia, Korea, India, Egypt, Nigeria and Taiwan. On a
good day, the centre might look like an outing from the
United Nations, which accepted Chic Outlet Shopping in
2012 as a UN World Tourism Organization affiliate member
– the only one from the retail industry.

Getting on the tourist map
Closer to home, Hunt has been involved in setting up express
coach and train services to and from central London – it’s
all part of the customer experience that Bicester Village
is keen to promote. ‘Our tourist team meets with travel
companies to tell them about the villages,’ Hunt explains.
‘What we want is to get people to visit us, and for the travel
companies to tell people about us.’
This international outlook has helped Bicester Village
weather the fierce economic storms that have been blowing
through the retail sector. ‘Our customer is international,
discerning, savvy, and expects a superior service level
together with value for money. It is all about the guest
experience, and we want it to be memorable,’ says Hunt.
As well as the experience, there are also practical
advantages; visitors from outside the EU are able to claim
back VAT on their purchases, which can make them a good
deal cheaper than they are back home.
Bicester was the first shopping village in the collection,
and Hunt also has responsibility for the group’s most recent
addition, Kildare Village. Here, Hunt says that domestic
trade is holding up well, and an increasing number of
brands are looking to join the village. Last year Kildare
Village welcomed 2.3 million visitors. ‘It is certainly doing
well when compared with the rest of the economy,’ she says.

ACCOUNTING AND BUSINESS

*
*

‘It’s never too late – ACCA
is definitely possible as a
mature student.’

‘Get a grip on your subject and
apply what you learn.’

TIPS

BASICS

6m/2.3m

*
*
*

‘Information is king, but it must be
relevant and correct.’
‘It’s a cliché, but never forget that
turnover is for vanity, profit is for sanity
and cash is reality.’
‘Always maintain your integrity. Be
curious and use your common sense.
Enjoy your job, show a passion for it.’

The running of the villages is split between a number of
departments – operations, retail, marketing, tourism, retail
development, leasing and legal. Hunt’s finance team supports
all the other parts of the business. ‘We work across all the
departments, and I like to think of us as advisers to the
business. We work closely with them to find solutions to any
ideas they might have and make them happen,’ she says,
adding that knowing how to present ideas in the right way
can also be important. ‘If something is going to cost a lot of
money, it’s good to know what the return on investment will be.’
She cites a new luxury coach service between Bicester
Village and London: ‘We suggested a new model for the
team to consider, one based on risk and rewards.’ Hunt’s
suggestion was to find a tour bus provider, ‘because we
are not in the bus business’, and join forces to provide the
service. Such a model shares the risks – and the rewards.
‘It is a concept that has worked really well, and helped us
because the tour coach provider knows the service inside out,
they know what they are doing, they know when to change the
coach size,’ she explains.
Hunt heads a team of nine, which covers both Bicester
and Kildare – a finance manager, two chief accountants,
two general accountants, two brand accountants and two
accounts payable accountants. They look after billings,
service payments, collections, royalties and compliance, as
well as keep an eye on retailers’ weekly sales, quarterly sales
certificates and annual sales audits.
‘My role is to ensure that the finance team are effective
in their performance, that they are accurate and that they
are meeting deadlines. At the same time, I am an adviser to
the business on all activities, and I do like to challenge costs
and services wherever necessary.’
Hunt has not always been in the retail and tourism
business, so how did she get here? ‘My career really changed
once I passed my ACCA exams,’ she says. ‘I did them as
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▌▌▌‘IT WAS MORE THE IDEA OF BICESTER VILLAGE
THAN ANYTHING ELSE THAT BROUGHT ME HERE.
I HAD BEEN A SHOPPER HERE OVER THE YEARS’
a mature student, and it has been a winding road to this
particular point.’ She began her ACCA studies while living in
Belgium and recalls sitting her exams in the British Council,
with just three other students. ‘When I came back to the UK,
I would sit my exams with 300 other people!’
Shortly after qualifying, she was offered a job at CMI,
a food safety company. ‘It was probably one of my most
important career moves,’ she says. She joined as the
designated FD and took her seat on the board after three
months. It had a turnover of £3.5m when she joined, which
had grown organically and through acquisitions to £16m
by the time she left 10 years later. ‘It was an SME, which
allowed me to have lots of fingers in lots of pies,’ she
says. During her time there she set up a human resources
function, put corporate governance procedures in place and
established a good financial controls environment.

A different perspective
She was also the only woman on the board, and likes to
think she brought some balance to it. ‘I would be asked my
opinion as a woman, which wasn’t done in any sexist way.’
The business was eventually sold to NSF International, a
US-based public health and safety business. ‘They wanted
a foothold in Europe, but we also had offices in Brazil,
South Africa and India, so we were able to give them a great
opportunity.’ From her point of view, Hunt was especially
satisfied that, during the due diligence process, there was
not a single penny shaved off the purchase price.

‘I got a note from some very happy
shareholders,’ she recalls.
And then the boutiques beckoned.
‘If I’m perfectly honest, it was more the
idea of Bicester Village than anything
else that brought me here,’ she says.
‘I had seen the village grow, as I live
just 30 minutes away and had been a shopper here over the
years.’ But when she arrived, it was a shock. The retail aspect
was exciting, but also challenging. ‘But what I really enjoy
about my role is that it isn’t just about the numbers; we all
have a voice, we can all contribute, whatever our background.
I’m not a retailer but I am a consumer, and as soon as I walk
out of the office I can see it, live it and breathe it.’
Aside from looking after the financial running of two large
shopping villages, Hunt finds time to sit on ACCA’s Council,
to which she was first elected while working for CMI back
in 2007. And again, she relishes the international elements
of the organisation. ‘There are 36 councillors from all over
the world,’ she says. ‘It is so diverse.’ Her experience as a
mature student is also being called on, as she has been put
forward for the ACCA’s qualification committee, which is
looking at, among other things, computer-based exams.
Back in Bicester Village, despite the rain clouds, the
outlook remains sunny. The double-digit growth reported by
Value Retail since Bicester Village’s opening has not been
impaired by recession, and judging by the queues forming
under umbrellas outside a number of well-known fashion
brand boutiques, shopping tourism is here to stay. ■

Philip Smith, journalist
FOR MORE INFORMATION:

www.valueretail.com
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TALENT WAR

As one Big Four firm boldly sets out its plans for a massive recruitment drive, are we
about to witness another skirmish in the fight to attract financial professionals?

W

hen EY stole a march on its competitors last
month by announcing its intention to take
on 3,700 more staff by mid-2014, plenty of
qualified accountants and other professionals
must have been dusting off their CVs in preparation for the
headhunter’s call.
Even looking at the small print of the story, the figures
still sound impressive. Between now and its financial
year-end in June 2014, the firm, which is the smallest of
the Big Four, plans to recruit 1,300 students (graduates
and school leavers) alongside a further 2,400 experienced
professionals. This compares with 780 graduates and school
leavers, and 1,200 experienced hires this year.
These figures do not, however, include natural attrition
within its workforce. The firm currently employs around
11,000 staff, including 565 partners. Assuming an industrynorm attrition rate of 15%, the firm could expect to
lose more than 1,500 staff over the same period. So the

those that have strong intellectual property assets.’ Rather
chillingly, he warns that these smaller businesses could very
easily become targets for state-sponsored espionage.
Of course, it is not just EY that is looking to boost
staff levels as clients move from cost-cutting mode to a
renewed appetite for growth. Rival Big Four firm KPMG says
it is planning to take on 1,500 experienced professionals
alongside 850 students, including 150 school leavers in the
coming year.
‘We have seen an upturn in the last few months,’ says
Alison Heron, head of recruitment at KPMG, ‘and we will be
taking on people right across the business, in audit, tax and
advisory.’ Heron adds that back in 2011 the firm said it was
on course to recruit 7,500 experienced professionals over
the following five years. ‘But I think we are going to reach
that target before the five years are up,’ she says.
In terms of sectors, Heron says that financial services
is one of the ‘hot’ recruitment areas, as well as energy
and natural resources, utilities and
oil and gas. ‘On the advisory side,
technology consulting is also very
big,’ she says. Like EY, she points to
cyber security and analytics as areas
earmarked for growth.
Deloitte and PwC, the remaining
two Big Four firms, are also planning
for increased staff recruitment – PwC is
aiming to take on at least 4,000 by the
end of June next year, while Deloitte is looking to hire 3,700.

▌▌▌‘WITHOUT EXCEPTION, ALL THE FIRMS
HAVE MOVED FROM HIRING A SMALL NUMBER
OF EXPERIENCED STAFF TO HIRING QUITE
SIGNIFICANT NUMBERS’
net increase would be less than the headline 3,700, but
nonetheless the growth rate is still ambitious.
‘This will be across all levels of the business,’ says Steve
Varley, EY’s UK managing partner. ‘The headcount growth will
be less because people do leave to move on, but I’m telling
my partners that we need to attract 3,700 new people.’
The push into the recruitment market is, the firm says,
driven by increasing levels of confidence among its clients,
but also by significant growth in some niche advisory areas.
Varley points to plans to double the size of the firm’s cyber
security team to 500, and boost its ‘big data’ analysis
teams to 700.
‘There has been an explosion in demand across
government as well as other sectors,’ Varley says. ‘But
although there has been a focus on large corporate
organisations, one of our concerns, and of growing client
interest, is how cyber security affects SMEs, particularly
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The right fit
But given that these firms will be fishing in the same talent
pools, is there a concern that this latest recruitment spree
will drive up salaries?
‘We are starting to see this already,’ concedes Heron. ‘It
is going to be tricky, because we are looking for niche skills.
But we want the right people, so it will be about the cultural
fit as well as the skills and expertise that they can bring in.’
And Heron adds that sometimes it is not always about
money, and that candidates could be tempted to leave one
organisation to join another as a result of softer issues.
She believes it is also about what the firm can offer – not
only once an individual is on board but also during the
recruitment process itself. ‘First and foremost, before we
get to that stage [of employing someone] it is about how we
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EY’s office at More London – the firm is about to boost its
headcount by taking on thousands of new staff

look after them as a candidate,’ she says. ‘In the same way
that we look after clients, it is absolutely crucial. It is about
how the initial approach is made, it is about whether, when
we say we are going to do something, we fulfill that promise,
because that gives an indication of how you will be treated
once you are in the firm.’
Understandably, talk of recruitment booms will be good
news for the agencies that supply the firms with suitable
candidates. The recruitment agencies that specialise in the
accountancy and consultancy world are themselves gearing
up for busy times ahead.
Mark Thomas, a director at recruitment consultancy
Marks Sattin, is seeing an increase in business. ‘Without
exception, all the firms have moved from hiring a small
number of experienced staff to hiring quite significant
numbers,’ he says. He is expecting to see an upwards shift
in audit recruitment as firms prepare for the busy season
over the next few months, with jobs available at all levels,
from audit seniors, managers and above. ‘Q1 is traditionally
their busy season, in line with a lot of financial year
ends, so auditors are keen to be hiring experienced audit
professionals now,’ he says.
Thomas is seeing an increase in recruitment across
the UK. ‘Regionally, there has been a lot of movement,
and we are seeing activity in all of the main city centres

and business hubs,’ he says. Thomas has also noticed an
increase in contact with the firms. ‘They are coming out
to agencies much more now, they are keen and active to
hire more experienced individuals, and its is a signal that
they are aware they will be competing against one another
again,’ he says. ‘Before, they tended to recruit in single digit
numbers, and would try to do as much as possible of that
directly, using in-house resources.’

Hotting up
Such activity, Thomas says, is a clear indication that the
market is ‘warming up’, and he also accepts that there is a
risk of over-heating. ‘If you are moving externally, you can
probably ask for at least a 10% increment on the salary
that you are on as part of the cost and benefit of moving.
For a rival firm to attract you, there needs to be a decent
carrot dangled,’ Thomas says. But he agrees with Heron
that it is not just about money. ‘It is about the opportunity
for development,’ he says, but notes that this is something
candidates might be able to get by staying put.
And it is not just the Big Four that are recruiting. ‘We
are seeing rising demand outside the Big Four as well, right
across the top 20 firms. Some are seeing the changing nature
of competition, with increasing numbers of audit tenders, as
a threat, but equally as an opportunity,’ Thomas says.

»
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Mark Sheffield, chief operating officer
at mid-tier firm BDO, reckons that his
firm will be taking on an extra 500 people,
an overall increase of some 7% after
natural attrition, in the next year. Financial
services is a hot area, both in compliance
and advisory work, he says, alongside risk
and regulation in wider business sectors.
Technology and real estate companies are
According to recruitment
also calling on his firm for advisory work.
consultancy Marks Sattin,
He is also seeing increased demand for
these are the typical salary
staff in specialist tax, human capital and
bands for different grades
private client work. BDO’s offices in the
at the Big Four and mid-tier
regions are gearing up as well, with growth
firms:
in cities such as Leeds, Manchester,
Birmingham and Glasgow, and there is still
Big Four – audit
plenty of government work to go around,
Newly qualified £42k – £45k
despite the ongoing climate of austerity in
Managers £52k – £65k
Whitehall and town halls.
Senior managers £75k – £90k
Sheffield has also noticed a rise in the
Directors £100k – £150k
number of opportunistic applications.
‘We are seeing an increase in
Mid-tier – audit
applications, particular since our merger
Newly qualified £38k – £42k
[with PKF] which has given us a better
Managers £52 – £60k
brand presence in some of the regional
Senior managers £61k – £75k
areas,’ he says. ‘The quality of those
Directors £70k – £100k
applications is better than ever before.’
Sheffield is aware that the Big Four will
Advisory – Big Four
see firms such as BDO as hunting grounds
Executives £42k – £48k
for new staff, but equally he believes the
Managers £54k – £65k
mid-tier can offer something for those that
Senior managers £70k – £90k
want to pursue their careers away from
Directors £95k – £150k
the giant practices. ‘We are recruiting
a lot from the Big Four,’ Sheffield says.
Advisory – Mid-tier
‘Career progression may have been
Executives £40k – £45k
stunted over the last few years, and you
Managers £55k – £60k
hear of promises made followed by further
Senior managers £60k – £70k
reasons for a delay. People are at the stage
Directors £75k – £110k
where it has been a hard grind for the last
five years so they will look to see how they
Tax – Big Four
can move their career.’
Executives £45k – £50k
‘So while there might not a be a lot of
Managers - £54k – £70k
people coming into the industry, there will
Senior managers £75k – £100k
be a lot of movement within it,’ he says.
Directors £100k – £180k
Smaller firms may be able to give
candidates greater career progression
Tax – Mid-tier
opportunities, and the chance to be a big
Executives £40k – £45k
fish in a small pond, whereas larger firms
Managers - £55k – £65k
may be able to offer a wider spectrum of
Senior managers £60k – £75k
niche opportunities.
Directors £80k – £140k
So as well as fighting for new talent,
firms should be looking at how they can
keep hold of their existing staff. According to recruitment
consultancy Robert Walters, a lack of career progression
was the reason given by 50% of professionals as most likely

SALARY RANGES
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to cause them to move jobs. Some 28%
cited a difficult boss as a reason to move,
while only 10% said a disappointing salary
review would be the main reason to jump
ship. Six out of 10 say a good work-life
balance is very important to them, while
only four out of 10 claim remuneration
and benefits to be very important.
Robert Walters also found that some
41% of accountancy professionals
believe they should change employers
once every three years – given that the
recent recession will have put a brake on
those seeking to enhance their careers
by changing jobs, the news that firms are
now in the market for new recruits will be
welcomed by those wanting to look for
new opportunities.
‘People have been sat in jobs for longer
than they would have done normally,’
Thomas says. ‘Attrition rates haven’t
been as high as they would normally have
been, but we are now seeing candidates
returning to the market, together with a
growth in headcounts.’
There is also an international
dimension to this recruitment drive. As
EY points out, its current growth rate is
being driven by its clients’ appetite for
doing business in overseas markets. As
a consequence, three years ago the firm
pushed to take on more staff who could
speak languages such as Mandarin,
Cantonese and Hindi. ‘But we want people
that don’t just speak the language,’ Varley
says. ‘We are looking for people that have
a cultural background in building business
in those areas, and for people with existing
relationships in those areas.’
EY’s growth plans in the UK are
reflected among its network firms around
the globe. Collectively, the international
network is looking to add 55,000 new
recruits and interns over the coming year.
Times that by four, and then add some
more for the other major international
networks, and it is easy to see that
recruitment consultants could be in for a
busy year. ■
Philip Smith, journalist
FOR MORE INFORMATION:

www.accacareers.com

How much do you think it would cost to employ Sam?
Sam is a professional audit assistant with a proven track record
and has worked for the best in the World.
Sam is happy to work on a monthly contract, working all hours, 7
days a week, no holidays, no sick, no problems. Including travelling
anywhere in the world at no expense to the company.
Sam will help you plan, manage and perform the audits, inform
and remind those involved. Then manage the resolution and
implementation of remedial actions.
On top of all that Sam will produce your audit reports, overdue
action, performance reports, every report you need.
Oh.. and Sam doesn’t want a pension fund or any bonuses. Sam
just wants to make your work load a lot lighter.

You may think it would cost
at least £4000 per month.

What if you could have Sam for £99 per month?

For more information visit

4audit.com
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Domestic dilution
The ownership of more than half of UK-quoted shares by rest-of-the-world owners raises
questions for corporate governance and the ‘comply or explain’ regime, says Robert Bruce
One of the great successes of the
past couple of decades has been the
acceptance of corporate governance
into the mainstream of business life.
It is hard to recall a world which didn’t
have audit committees and didn’t
aspire to non-executive directors worth
their salt.
But it was not really that long ago.
Last year, for example, saw celebrations
of the 20th anniversary of the Cadbury
Code, the system, as the Code said
at the time, ‘by which companies are
directed and controlled’. And the central
tenet of that system is that of ‘comply
or explain’, a means whereby companies
are not strait-jacketed by rules but are
able to bypass them if it can be argued
that they make no sense in particular
circumstances. It is a system that has
enabled a civilised process. It is not
the exponentially expanding world of
thousands upon thousands of pages
of Sarbanes-Oxley and Dodd-Frank
rulebooks in the US, for example.
Instead it is based on largely accepted
principles which are policed by effective
regulators but where peer pressure and
the danger of reputational damage play
a strong, if not dominant, part.
But much of this depends on a
largely homogenous world of companies
and investors. In early autumn in the
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UK a set of statistics was issued which
suggested that many of the market
assumptions underlying the current
corporate governance system could
now be flawed. The figures came from
the UK’s Office for National Statistics,
(ONS), and dealt with the ownership
of UK quoted shares. In a nutshell,
they showed the continuation of what
appears to be an inexorable trend. The
key figure is that the ownership by restof-the-world investors of shares by value
on the UK stock market is now well
over half that market. Back in 1998 the
figure for rest-of-the-world investors was
30.7%. By 2010 the figure had reached
43.4%. And the new figure, for the end
of 2012, was 53.2%.
This has serious implications for
a ‘comply or explain’ regime, for
example, which really only covers the
UK. And the nature of the other owners
of shares in the UK market also causes
corporate governance concerns. ‘The
trend is clear,’ says Paul Moxey, head
of corporate governance and risk
management at ACCA. ‘It is much

more internationalised. Back in the
days when the Cadbury Committee was
producing its Code, UK insurers and
pension providers owned around half
of the market. Now it is a very small
percentage.’
The ONS figures show that pension
funds now own a mere 4.7%; insurance
companies 6.2%; and individuals
10.7%, a slight rise to buck the last few
years’ downward trend. The statistics
tend to be taken with a bit of a pinch
of salt. ‘Ownership figures should
be used with some caution,’ says
Guy Jubb, global head of governance
and stewardship at Standard Life
Investments. ‘Nevertheless it is clear
there is a growing and well-established
trend to global investment mandates.
That means there is not only a greater
diversification of risk but also a
dilution of domestic stewardship.’
And around the world stewardship is
the worrying factor. A lack of common
governance guidelines brings confusion.
Back in September the Chinese trading
giant, Alibaba, found the Hong Kong
stock exchange refusing to agree to its
IPO because the company was insisting
on a structure where a partnership,
rather than the new shareholders,
would nominate most of the board.
Sovereign wealth funds, some of the
largest investment mechanisms in the
world, also have a varied record.
A recent audit showed that none
of the 26 funds which signed up to a
series of principles around basic good
governance and financial reporting in
2008 are yet fully compliant. On the
other hand the world’s biggest sovereign
wealth fund, that of Norway, set up
a separate board in August this year
to advise it specifically on corporate
governance. One of the appointees is
John Kay, prominent in the UK for the
report on long-term investing.
It is a mixed message but the truth
is that many overseas investors do not
want to get involved in stewardship.
‘There are consequences,’ says Jubb,
‘particularly for the very largest
companies with very global share
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registers, that they become accountable
to everybody but accountable to
no one.’ Paul Moxey agrees. ‘The
stewardship code really just touches the
surface of the issue. The trend is one
way and makes organisations less and
less accountable.’
This was not what the Cadbury
Committee had in mind when it was
formulating its Code. A new book*
provides an account of the work that
went into creating what has become the
benchmark of corporate governance.
‘Since 1992,’ say the authors, Laura

Spira and Judi Slinn, ‘the principles
first articulated by the [Cadbury]
Committee have become widely
accepted and have formed the basis
for corporate governance developments
around the world.’ And the difference
has been immense. Jonathan Hayward,
director and co-founder of consultancy
firm Independent Audit, points out that:
‘The fact is that “comply or explain” has
made a difference. And I see boards
do care. I don’t see boards making a
calculation that the majority of their
investors may not mind about this.’

CADBURY’S ENDORSEMENT OF CODES…
Spira and Slinn’s book* on the Cadbury effect shows how the regulatory
landscape has changed. ‘The balance between voluntary codes and statutory
requirements continues to figure,’ it says. ‘Although some considered
the Code to be an attempt to stave off regulation, the committee viewed
legislation and self-regulation, with the aim of implementing best practice,
as complementary. However, statutory measures were liable to reduce
compliance to a minimum standard rather than assisting boards to consider
the arrangement most appropriate for their company in the light of the Code,
which aspired to instil best practice and raise standards in that way. There
is little doubt that codes of best practice have an important role to play in
establishing standards of corporate governance.’
* The Cadbury Committee: A History by Laura F Spira and Judy Slinn.
Published by Oxford University Press
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But the truth is that growing
internationalisation may be sidelining
the corporate governance trend. As
a forthcoming report from ACCA will
suggest, businesses have become more
complex and now exert a greater global
impact on societies. But, as Spira and
Slinn show, the essence of Cadbury, the
use of an easily comprehended set of
principles followed up by peer pressure
and a desire to protect a reputation, is
the most effective method of bringing
companies to heel.
The time is probably right to start
trying to establish globally accepted
principles. ‘In response to the changing
conditions,’ suggests Standard Life’s
Jubb, ‘we could see the evolution
of global stock indices comprising
companies which meet specified
global governance standards. These
could assist investors in assessing and
understanding the governance risk
profile of their portfolios.’
Much was made in the Cadbury
process of the persuasive effect of
evolution rather than revolution. It is no
doubt time for a bit of an evolutionary
jump in global corporate behaviours. ■
Robert Bruce is an accountancy
commentator and journalist

ACCOUNTING AND BUSINESS

24

COMMENT | PETER WILLIAMS

Fatal flaw in the boardroom
The absence of digital understanding among senior directors leaves big companies
dangerously exposed in their battle for markets and share, says Peter Williams
We all know we have the privilege
of living through a societal shift as
profound as the Industrial Revolution.
Pick your favourite analogy – railways,
internal combustion engine, electricity
transmission – the digital-driven
transformation is as hugely significant
as any of them.
For directors of large companies
– who mostly entered the workforce
before the PC did – this is hard stuff to
get their head around. At the moment
there is a complete absence of any hint
of digital nous among senior directors.
A report by head-hunter Korn/Ferry
estimates that among the FTSE 100
only 1.7% of non-executive directors
(NEDs) would qualify as digital – that
is, have spent the bulk of their careers
either in companies where the internet
is central to the business model, or in
strategic roles focused on leveraging
the internet. Even if you think the
figure is an underestimate, it suggests
that the biggest companies are
dangerously exposed to a fundamental
shift in business models that is
empowering new competitors, creating
new risks and opportunities.
Digital has altered so much in
our lives: how we consume news
and media; how we buy groceries,
holidays and presents; and how we

communicate with the world. That
alteration has to be reflected in the
strategic discussion around the board
table. While retailers are reacting,
some sectors are slow out of the
blocks: insurance, for instance, doesn’t
appear to be super-innovative away
from home and car.
The slow reaction is partly because
of a shortage of digitally savvy NEDs.
But boards – and those who help
them to recruit – have to look beyond
the traditional self-limiting and cosy
networks to recruit the right talent.
It is also a question of who is being
chosen: finance, legal, HR, marketing
experts are, according to Korn/Ferry,
getting to the boardroom ahead of
the digital champion. If a company’s
senior management can’t start to focus
the board on the seriousness of digital
as a disruptive model, then it is a fair
bet that the company is struggling with
digital altogether.

This is about more than directors
creating their own personal Twitter
account. What does matter is that
they allow the rest of the company
to respond in the most appropriate
way. Companies must stop hiving
off responsibility for digital strategy
and infrastructure down the chain of
command in the mistaken belief that
it’s something for the IT department
to sort out. If that happens then the
company will move at the pace of the IT
department, which is usually struggling
to keep the day-to-day stuff going and
lacks both knowledge and resource to
support the new torrent of initiatives
that frustrated staff know is required.
Digital is reshaping how companies
should look at issues such as
collaboration and competitiveness.
The recent announcement of a tie-up
between Argos and eBay – where
shoppers can collect certain eBay
purchases from Argos stores – is one
illustration of how digital continues to
alter retail and the high street.
Because the pace of change is
so great, boards need experts who
are immersed in this. One of the
great dangers for companies is to go
out and hire a ‘digital director’ and
then imagine the job is done. It’s
no use relying on knowledge that is
less than current. This goes beyond
understanding IT in the old sense –
digital is a multifaceted issue. You
could be an expert on the human
behavioural aspects of, say, the use
of mobile technology without having
a clue about the server capacity that
your business needs.
For business, the rapidly dawning
digital age spans a wide spectrum:
e-commerce, mobile technology,
security, social media and the smart
use of big data. As one commentator
said: if you can find an individual who
understands all that lot, don’t offer
them a non-exec role, make them chief
executive instead. ■
Peter Williams is an accountant and
journalist
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Public interest gets interesting
The record fine handed to Deloitte for its advice to car maker MG Rover signals that
professional standards are now part of a stricter regulatory regime, says Jane Fuller
Deloitte’s decision to appeal against
the £14m fine imposed on it by the
Financial Reporting Council (FRC) for
misconduct in the MG Rover Group
(MGRG) case reflects the profession’s
unease over ‘public interest’ duties,
as well as shock at the way the
enforcement goalposts have moved.
Confusion over public interest would
be dispelled if professional codes
stated unequivocally that it must come
first. Instead, as the professional body
in the Deloitte/MGRG case puts it,
members are merely expected to take
the public interest into ‘consideration’.
The fact is that, outside public service,
there are competing duties, including
to clients and employers.
Nevertheless, it is often easy to
see when the public interest has been
harmed. The Phoenix Four’s extraction
of tens of millions of pounds from
MGRG as it slid towards insolvency
is an example. And the 2009 report
into the affair by the Department of
Business, Innovation and Skills made it
clear that Deloitte’s head of corporate
finance outside London, Maghsoud
Einollahi, was intimately involved in the
quartet’s modus operandi.
But that report also said:
‘Responsibility for such transactions
must rest with the members of the
Phoenix Consortium rather than
with Mr Einollahi.’
Nor did it find any evidence that
Deloitte’s independence as MGRG’s
auditor was compromised by the
non-audit fees of nearly £29m
between 2000 and 2005 being some
15 times more than total audit fees.
Add in the size of the fine compared
with much milder historic penalties,
and even a cynic must take Deloitte’s
stand seriously.
A key question is whether the public
interest factor can be watered down for
non-audit work. But professional ethics
don’t work like that: they apply across
all activities. As does the obligation not
to bring the profession into disrepute.
The two Phoenix deals that the
FRC chose for its attack are the most

disreputable because they provided
the means for large amounts of money
to be paid into the Phoenix Four’s
Guernsey trust.
Another question is whether
conflict-of-interest allegations are
mitigated if the questionable practice

was common at the time – accepting
contingent fees, for instance, which are
paid only if the deal is done. Such fees
can easily bias the adviser in favour of
a certain transaction when objective
advice might be either do the deal with
another party or don’t do it at all.
Deloitte may be unlucky in being
singled out for exemplary punishment,
but several wrongs do not make a
right. That includes the inadequacy
of legislation to punish directors who
harm the public interest, which is
being tackled elsewhere.
I am more inclined to sympathise
with Deloitte over the anachronism of
the FRC’s action. The deals in question
were done between January 2001 and
August 2002. Enron’s bankruptcy did
not happen until late 2001 and the
regulatory reaction did not kick in until
July 2002.
It should not have been a different
world then, but it was. The financial
crisis showed that many of the issues
to do with professional independence
and conflicts of interest were still
festering in the late 2000s – and the
jury is out on whether behaviour has
improved for good.
The FRC is putting down markers
for the future. It is, at last, operating
a tougher enforcement regime and
applying it to professional standards.
This is essential to restore trust in the
accountancy profession.
Even if its retrospective action
is clipped, its timing is spot on in a
broader context. Once again the Big
Four firms have been building up their
consulting and corporate finance work
to outstrip audit. Deloitte’s discredited
role as corporate finance adviser in the
MGRG affair is a loud reminder of the
risks of this approach.
With so much happening on the
audit front, any prompt to stay focused
on the core is welcome. ■
Jane Fuller is former financial
editor of the Financial Times and
co-director of the Centre for the Study
of Financial Innovation think-tank
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COMMENT | MARTIN TURNER

Looking into the future
Delegates at the forthcoming International Assembly in London will help ACCA
formulate its plans for the future, says ACCA president Martin Turner
One of the most important and influential meetings in ACCA’s
calendar will take place later this month.
Delegates from around the world will be arriving in
London for ACCA’s International Assembly (IA) at the
end of November.
They will be spending two days looking at future
trends affecting not only ACCA but the whole
accountancy profession; discussing ACCA’s draft
strategy to 2020; hearing about ACCA’s growth
ambition; the future of qualification design
and delivery; and looking at the value
of membership.
The IA delegates will use the findings of
ACCA’s research and insights projects on issues
such as the potential impact of technological
trends on what many see as the classic
finance career to debate and discuss what the
organisation needs to do to ensure it continues
to produce finance professionals with the
complete range of skills demanded by employers.
They will also take part in a joint session
with ACCA’s Council in which as part of a debate
on financial leadership and performance they will
look at the role of the CFO, how to sustain business
performance, creating an effective corporate culture
and managing risk, along with future proofing finance
leadership and building the requisite capabilities.
The discussions will have significance for all members
since they will help Council and the executive team to develop
ACCA’s plans for the future. IA delegates will also report to
Council on the key elements and outcomes of their discussions.
Whereas Council represents all members, the 80 International
Assembly delegates have geographical constituencies and raise
issues and comments of particular interest to members from
their regions.
This enables me and my fellow officers to
hear the views of member advisory committees
from around the world; to respond to
markets specific issues which they
raise and to incorporate members’
views in planning and strategy
and to outline ACCA’s policies
and priorities. So I urge you
to ensure that you make your
views known to members’
advisory committees or to IA
delegates to enable us to be
aware of the issues that
really matter to you. ■
Martin Turner FCCA is a
management consultant
in the UK health sector
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The view from

‘

MY GOAL IS TO BECOME A FINANCE
TRANSFORMATION CONSULTANT’
AHSAN ALI ACCA, COMMERCIAL ACCOUNTANT
(DAIRY), KERRY FOODS
I started my career at Gate Gourmet,
an independent provider of catering
and services for airlines and railways.
I was very lucky to start in such a
fast-paced and aggressive business
that didn’t shy away from providing
graduates with every opportunity to
shine and learn by gaining exposure to
its various finance streams.
As a commercial accountant for Kerry
Foods I act as the conscience of the
business. I work closely with sales,
marketing, operational finance and
other departments devising business
proposals and ensuring these adhere
to business policies.
I follow a very simplistic routine
on a daily basis. My usual starting
time at work is 9am but, as with
most businesses these days, there
is flexibility to work from home and
take up flexitime.
With friends and family dispersed
across various countries,
I cannot live without my
smartphone these days. Their
support and that of my wife
is hugely important to me.
I always make an effort to
meet friends once a week and
take my wife to the theatre
during the weekends.
I have had to make
big changes in my
career to get where
I am today. I have
gone from working
in financial
reporting, to
working with
financial systems,
and now in
commercial
finance. I have

deliberately sought broad experience
while changing industries and
workstreams to get to the position
I am in today. I enjoy change and
transformation, which aligns to my
long-term goal of becoming a finance
transformation consultant.
I aspire to Asad Umar, who worked
his way up from a business analyst
in ExxonMobil, a global oil giant,
to become the highest-paid CEO
in Pakistan, working for Engro. He
led the business through immense
diversification and is a well-respected
figure in Pakistan.
My biggest achievement to date was
incorporating five new entities acquired
by Gate Gourmet into the organisation.
This involved carrying out due
diligence, enterprise resource planning,
internal controls implementation
and International Financial Reporting
Standards conversion in a very short
space of time.
My number-one priority
for 2014 is to ensure all
commercial activities are
aligned to delivering targets
set by our stakeholders.
In-depth promotion analysis,
new business development
and enterprise resource
planning projects
account for a
healthy variety of
my work. I enjoy
the variety and
cross-functional
team dynamics
of my role,
as well as
exposure to
the senior
leadership
teams. ■

SNAPSHOT:
RETAIL
The world of retail was
hit badly by the global
financial crisis but things
are looking up.
‘The summer heatwave
saw a number of retailers
post some impressive sales
figures and there seems
to be an atmosphere of
quiet confidence across
the industry,’ says Peter
Howarth, operations director,
accounting and finance,
Badenoch & Clark.
‘With growth in the
international space
continuing, accountants
with language skills are in
hot demand. In addition,
commercial finance teams
are particularly interested
in candidates with cultural
knowledge and insight of
different regions.’
But there are challenges,
too. ‘Employers are starting
to look beyond the traditional
retail accounting pool to
source workers,’ says Howarth.
‘True finance business
partners are moving into areas
such as logistics, distribution
and online. More traditional
“bricks-and-mortar” retailers
are also continuing to invest in
e-commerce divisions and this
means accountants who have
operated in the online space
have a distinct advantage.’

£311bn

UK sales in 2012,
according to the British
Retail Consortium
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AIM to communicate
There are lots of success stories of small-cap companies floating on the AIM market,
but central to their success is good investor relations – so how do you get it right?
When Kalahari Minerals raised £20m
in its IPO (initial public offering) on
the London Stock Exchange’s AIM
market in 2006, it looked like just
another unknown small cap seeking to
tap international capital. It didn’t look
quite like that two years ago when
Kalahari was acquired by Guangdong
Nuclear for £632m.
Kalahari held a 42.5% stake in a
major uranium project in Namibia,
which plainly played a key role in fixing
the price. But the fact that Kalahari
had attracted a top price was partly
down to the effective way it had run its
investor relations.
Kalahari’s executive chairman Mark
Hohnen, who became a non-executive
director following the takeover, had
conducted a brilliant investor relations
campaign. He had communicated
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regularly with shareholders and
ensured there was a steady flow of
good news about the company for both
the British and Namibian press.
‘There had been good broker support
as well as analyst interest from a couple
of houses,’ recalls Hugo de Salis, a
founder member of St Brides Media
and Finance, which helped to run
Kalahari’s investor relations campaign.
‘Small-cap companies need to
have a cohesive strategy about how
they want to communicate,’ says de
Salis. It’s good advice for those small
caps which complain that they never
get their case heard. ‘You need to
get the fundamentals right,’ urges
de Salis. ‘These include the current
investment case for the business, and
the company’s strategy and how it
translates into rewarding shareholders.’

Not every small-cap company is
going to score the kind of spectacular
gains that Kalahari netted. Company
value is, after all, principally related
to the underlying strength of the
business. But it seems likely that there
are more small caps that could improve
value at the margin and stimulate
liquidity in their shares if they became
better at investor relations.

Perfect timing
As it happens, there has rarely been a
better time in the past 10 or 20 years
for doing so. Investors are looking for
better returns than the low yields they
currently receive in the fixed-income
investment market.
And, historically, say Elroy Dimson
and Paul Marsh, both emeritus
professors of finance at London
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Business School, small-cap companies
have consistently outperformed larger
companies since 1955. In the past 11
years, the Numis Smaller Companies
Index – it measures the 800 companies
that make up the bottom 10% of
the UK stock market by value – have
trounced the FTSE All Share Index
performance by an average 3.4% a year.
It’s worth noting also that the costs
of floating a small-cap company have
fallen in the last year. Figures compiled
by accountants UHY Hacker Young
reveal that the costs of floating on AIM
fell to 8.4% of funds raised in 2012
from 10.6% the previous year.
Yet despite this encouraging
background there is no doubting that
most small caps struggle to find a
hearing among investors compared
with their larger cousins. ‘It’s a
crowded market with many companies
vying for attention from a relatively
small audience of institutional
investors,’ says Catherine Miles, who
works in corporate broking and investor
relations at Sanlam Securities UK.
‘There is also persisting
nervousness over the market and
over micro-macro issues,’ she
says. ‘Institutional investors have
increasingly stringent market cap,
profitability and liquidity thresholds
when considering investments.’
Her remedy: increase awareness
and understanding of a company
through good corporate information
and regular news flow. ‘These should
try and address issues and provide as
much visibility as possible,’ she says.
But it’s also important to understand
who is likely to want to invest, so that
time is not wasted targeting investors
who are not interested. ‘You need to
pay attention to fostering a balanced
shareholder register, which also
provides sufficient levels of liquidity,’
says Miles. ‘The most important things
are the need to pound the pavements,
give potential investors no specific
reason not to invest, and develop a track
record of delivering on milestones.’
Marc Fecher FCCA, a specialist
corporate finance partner at Kingston
Smith and a member of ACCA’s
Corporate Sector Network Panel,
believes that small caps need to focus
their limited resources in order to get
the best results from investor relations.
‘Develop a strategy which allows
you to use your resources wisely,’ he

advises. ‘It’s a good idea to designate
somebody in the management team to
manage the news flow.’
Those companies which excel at
investor relations, such as Tracsis, a
resource optimisation software supplier
for the transport industry, which was
named as ‘company of the year’ in
the 2013 Small Cap Awards, ensure
that they maintain a steady flow of
information to the market in general as
well as to investors.
But there are two key issues which
many small-cap companies find
especially frustrating. The first is their
inability to attract as much analyst
attention as they would like. There is
little doubt about the value of sell-
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The second issue which frustrates
some small caps is the difficulty
in attracting institutional investor
interest. The starting point needs to
be identifying those institutions which
could be interested in investing, says
Dignan. ‘There is no point in wasting
time trying to build relationships with
investors who are only interested in
large caps,’ she says.
So what works is talking to the
right people at the right time. But
don’t expect instant results, warns
Dignan. It’s important to build a track
record over time and show that the
company can deliver on the financial
and other milestones it sets itself.
‘The institutions or any sensible

▌▌▌’GET THE FUNDAMENTALS RIGHT, INCLUDING
THE CURRENT INVESTMENT CASE FOR THE
BUSINESS, AND THE COMPANY’S STRATEGY AND
HOW IT REWARDS SHAREHOLDERS’
side analysts. ‘Analyst research is
beneficial as an independent source
for institutional investors to assess the
financial stability and growth prospects
of a company,’ says Miles.
Outstanding small-cap analysts,
such as George O’Connor of Panmure
Gordon, a specialist in high-tech firms,
are worth their weight in research
reports. O’Connor’s successes in recent
times included reports on small-cap
companies Filtronic, Escher Group and
WANdisco, all of whose shares soared
by more than 50% following reports.

Lack of coverage
But as Janet Dignan, founding editor
of IR Magazine, points out, small caps
are unlikely to have more than a couple
of analysts covering them. Some not
even that. Research by the magazine
shows that nearly six out of 10 small
cap-companies feel they are covered
by too few analysts. Only one in 20
believes they have too many. And, in
any event, small caps rated the quality
of analysts’ reports at just 6.1 on a
scale where 10 is ‘completely satisfied’.
One way around a lack of analyst
interest is to commission independent
paid-for research, Dignan suggests.
‘There are some good firms doing that
now,’ she says.

investor want to see somebody who
is consistent and who keeps giving
information,’ she says.
De Salis says that a small cap’s
broker has a key role to play in selling
institutions into the company. ‘If
institutions are not being introduced by
their broker, then perhaps the broker
doesn’t believe in their story,’ he says.
Large-cap companies sometimes
build substantial investor relations
teams, but small caps don’t have
the resources for that luxury. So the
day-to-day work of investor relations
necessarily falls on the chief executive
and finance director – often with the
chairman playing a role as well.
That can be positive. Institutional
investors and analysts will rarely turn
down an opportunity to hear about
the company’s prospects from the top
management team, notes Dignan.
But, warns Laurence Sacker,
a partner at UHY Hacker Young,
investor relations works best when
the whole board is committed to a
proper approach. The finance director
needs to know who the key current
shareholders are and be eloquent in
putting the company’s growth story.
And it should go without saying
that the finance director needs a very
detailed knowledge of the financials.

»
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When it comes to doing effective
investor relations, there are some key
mistakes to avoid. One is becoming
over-ambitious with forecasts. A
second is not focusing enough on
the business case. And a third is
assuming the investment community
already understands the nature of the
company’s business. ‘Never assume
people know what you do,’ says de Salis.
At the end of the day, the quality
of investor relations in small-cap (or
other) companies usually comes down
to the quality of the people talking
to the market, says Dignan. ‘You
need people who are not only very
knowledgeable about the company,
but about its business sector and the
context it finds itself in,’ she says. ‘It’s
about breadth of vision.’
And that’s something that will
always ensure a hearing. ■
Peter Bartram, journalist
FOR MORE INFORMATION:

Find out how to join the AIM at
http://tinyurl.com/ne6p24e

CASE STUDY: TMT INVESTMENTS
Fortunes have been won or lost investing in internet
businesses. So it is not surprising that TMT
Investments, a £30m-cap AIM-listed company, which
channels funds into growing internet firms, should
regard investor relations as very important.
‘As the internet is a very specialist sector, there
are certain dynamics which have to be explained to
investors,’ says Alexander Selegenev, TMT’s executive
director. Specialist it may be, but TMT’s policy of open
and transparent investor relations has lessons for
companies in other sectors.
For TMT, which IPOed in 2010 by raising £13.2m
(US$20m), it’s all about making sure that the high
net worth individuals it has attracted understand the
relationship between net asset value and share price. In
internet-based businesses share price can race ahead of
book net asset value. That’s because the portfolio assets
TMT holds can’t be revalued under International Financial
Reporting Standards (IFRS) accounting rules until there is
an event – such as capital raising in a portfolio company
– that provides hard evidence for revaluation. ‘Anyone who
invests in internet companies needs to be ahead of the
official results,’ explains Selegenev.
The lesson here is that companies which are
successful at investor relations are generally better
at explaining the underlying dynamics of their
markets to potential investors.
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Investor relations is particularly important at times
when the company is raising new equity finance, as TMT
did in March when it brought in a further £800,000
(US$1.2m). The company worked with its broker to
set up a three-day roadshow in London. ‘I had three or
four meetings every day and met some very interesting
potential investors,’ Selegenev recalls.
Early money has come from private investors but,
as the company grows, Selegenev sees TMT targeting
institutional investors. That will be another task for
the investor relations programme. ‘With institutional
investors, it’s very important to establish a track record in
terms of net asset value per share performance,’ he says.
And what advice is there for other small caps? ‘I would
recommend doing the investor relations job properly by
deploying every possible instrument – but according to
their stage of development and priorities.’
Selegenev recommends a broker to target institutional
investors, a PR adviser to promote the company in the
media, and investor events to meet potential investors.
He says that transparency is important – so that
investors have as much information as possible. For
example, TMT chooses to show the internal rate of
return (IRR) on its exited investments on its website, even
though it doesn’t have to.
Selegenev adds: ‘Ultimately, the best investor relations
is to run your business properly.’
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INSIGHT | RUGBY LEAGUE WORLD CUP 2013

TRYING
HARD

We’re halfway through the Rugby League
World Cup 2013 with the pressure on the
sport to escape from the long commercial
shadow cast by football and other games

T

his year brings rugby league a rare opportunity to
outshine the dominant higher-profile sports of football
and rugby union. The Rugby League World Cup 2013
currently on our TV screens offers the sport a six-week
showcase that could trigger greater interest, popularity and
profile – without which it cannot hope to compete with the
long commercial arms of football and rugby union.
The sport is ‘solid’ in terms of attendances in both
England and Wales, the host countries for the tournament –
it kicked off in Cardiff last month while the final will be held
at Old Trafford at the end of this month. Indicators such
as viewing figures and participation numbers also remain
consistent, although rugby league was one of a handful of
sports that had its funding docked by Sport England for
failing to hit targets two years ago.
Leeds Rhinos chief executive Gary Hetherington says:
‘The health of the game is mixed and there are a lot of good
things going on in terms of development, and the 2015
structure [12 teams rather than 14 in the Super League] is
revolutionary and welcomed by everyone in the game. It is a
boost for the sport and the professional game in general.
‘However, the sport has been afflicted by a number of
major problems brought about by poor management at
club level, which has produced spectacular failures. There
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have been too many problems and poor management has
blighted clubs and the game in general. But there are
indicators that the sport is now in good health and the World
Cup is a chance to boost the sport further.’
However, corporate spending is down and the sport has
to get stuck into the competitive scrap with other sports and
entertainment options for sports fans’ seemingly shrinking
leisure spending.
The 2013 World Cup represents a good-value option with
half of all tickets priced at £20 or less. One of the big hopes
is that the tournament will trigger a renaissance for rugby
league in the traditional heartlands of rugby union. Hemel
Hempstead, Oxford and Gloucester all recently introduced
new teams in the tier below the premier club competition,
the Super League, and plans to reintroduce promotion and
relegation under a revamped licensing system from 2015
could offer them a route into the top flight.
But while rugby union’s 2015 Rugby World Cup will take
place largely in major football grounds so that it can make
good on its substantial financial guarantees, the rugby
league version will be lower profile. Between the flagship
opening ceremony and the big games at Wembley and Old
Trafford, there are many less glamorous ties and venues
(some matches will also be played in France and Ireland).
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◄ UP HERE FROM DOWN UNDER

This year’s tournament sees 14 nations compete, including
defending champions New Zealand and co-hosts England
(far left, 2008 tournament), Scotland and Fiji (left, 2008
tournament). Last time around , when the event was hosted by
Australia, 10 nations took part. From this year, the tournament
will take place every four years

TOURNAMENT HISTORY
The first Rugby League World Cup took place in
1954. France hosted a four-team tournament with
Australia, New Zealand and Great Britain.
The next five World Cups featured the same four
nations, but in 1975 Great Britain split into Wales
and England to make a five-team tournament held
throughout the year. It reverted to type in 1977, when
Australia pipped Great Britain 13-12 in Sydney.
A new format in 1985 saw five nations competing
on a home-and-away league basis over a three-year
period.The format was repeated until 1995 when 10
teams took part.
The 2000 World Cup featured 16 nations, including
Lebanon, Ireland, Scotland and the Cook Islands, while
the 2008 tournament shrank the nation count to 10.
The 2013 tournament is the 13th in 59 years, with
the gaps between tournaments varying over the period
between two years and eight.

Sally Bolton, the general manager of the 2013 World Cup,
says that while more than 40,000 tickets have so far been sold
for the Old Trafford final (at the time of writing), there is some
way to go before the 76,000-seater stadium is a sell-out.
She says: ‘500,000 ticket sales for the tournament is the
target. At this stage [mid-September] we have sold around
half of that, so ahead of launching our big push for the final
phase we feel we are in a really good place.
‘We know we are already attracting new fans.
Approximately one in five (18%) of the overall ticket sales
so far have gone to buyers who have never been to a rugby
league match before. We know our key legacy is to attract
and keep those new fans.’

Success story
The last World Cup, hosted by Australia in 2008, was a
financial success. During the event the nation’s Rugby
League International Federation confirmed record profits of
more than £2m, which were reinvested into the development
of the game in less wealthy nations such as Fiji.
However, the last World Cup held in the northern
hemisphere 13 years ago ended in financial failure. Bolton is
bullish that that won’t happen again: ‘We are very confident
that we will meet our commercial aims and any profit from

the tournament goes to the RLIF (the game’s federation) for
the development of the international game. The tournament
is crucial to the sport. We have always said that this is the
biggest year to date for the sport.
‘The key revenue streams are ticket sales and match day
sales, sponsorship, television audiences [IMG bought all the
TV rights] and merchandise sales. The tournament should
produce a profit and any surplus will be ploughed straight
back into the game.’
However, the tournament’s success won’t be measured
by one result. It will be judged by its impact in years to
come. It will be determined by whether interest in the sport
continues to grow in the northern hemisphere and across
the Pacific – and whether rugby league can finally emerge
from the shadows of sports that are traditionally more
popular and commercially successful. ■
Alex Miller, journalist
FOR MORE INFORMATION:

www.rlwc2013.com
See the promotional video at http://tinyurl.com/ngnp4n6
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REAL-TIME
REPORTING

Companies already collect myriad data for their own
purposes. New ACCA research suggests investors
are urging them to share that information, in real time

T

he rate at which listed companies generate data is
all but immeasurable. Every second of every day,
gigabytes of information are thrown up by all kinds
of corporate systems, from granular customer
transactions and loyalty data through to spot foreign
exchange rates and on to logistics data tracking
deliveries and inventory levels. Then add in all the
social media feeds – which are ideally situated
to act as barometers of consumer opinion. If
there is one channel all this eventually flows
through – in one form or another – it’s the
corporate financial reporting process.
But in the world of ‘big data’, here is the
quandary: data flows like water in an enormous
river system, but financial reporting acts like a dam,
releasing controlled quantities of information only
periodically – annually at worst, perhaps half-yearly,
and rarely more often than quarterly.
Is this good enough these days? Seemingly not.
ACCA’s third major research paper into the institutional
investor landscape – Understanding investors: the road to
real-time reporting – found that there is a significant level
of demand for ‘real-time’ reporting. That is, rather than
simply publishing financial statements every three, six
or 12 months, companies are starting to come under
pressure to provide information continuously.
But why? ACCA’s research is quite emphatic:
professional investors say that real-time information
would improve their understanding of corporate
performance and improve the investors’ ability
to react quickly. More tangible benefits are that
investment returns would be enhanced, investors say.
Not too surprisingly, such an emphasis on what’s
going on now rather than what happened in the past
financial quarter would increase markets’ focus on the
short-term over the long, and then financial volatility
and instability would both rise. However, companies
may find such costs are worth paying. The investors

surveyed believe that companies that would be
able to provide real-time information are those
that have more robust corporate governance
and are more likely to attract investment from
institutions. Real-time reporting would, in short, be a
competitive advantage in the capital markets.
This raises an intellectual challenge: moving towards
a new concept of corporate reporting would, investors
think, provide benefits to companies and benefits to
their shareholders. And yet, financial market volatility
and instability are detrimental to companies and
investors. It’s not immediately obvious how we can
square that circle, nor whether regulators and auditors
would be able to cope with the torrent.
Would the flood of data mean a loss of accuracy?
Or the disclosure of information helpful to
competitors? It may be too early to say, but it is not
too early to engage in the debate. Even now, we see
companies under pressure to report more quickly, for
example by accelerating the closing process between
period-end and the results announcement, or by
reporting Christmas sales figures early in the New Year,
even when those figures have not been audited.

Data at their fingertips
Corporates and their managers certainly benefit from
having more information and having it much faster.
‘In today’s environment, business agility is just as
important as a long-term strategy,’ says Ankita Tyagi,

»

ACCOUNTING AND BUSINESS

36

INSIGHT | INVESTORS

a research analyst for the Financial Management and
Governance, Risk and Compliance practice at
Aberdeen Group, in the report. ‘With the economic
crisis, [top-level executives] feel as if they cannot just
sit back, wait and react. They need to be proactive.’
Tyagi adds that, as finance functions play more
prominent roles in the corporate hierarchy, they are
‘looking for real-time information for cashflow and
price monitoring, financial planning, risk management,
back-office functions, accounts payable and receivable,
and even payroll’.
Social media is significantly changing the type
or mix of information that is useful to corporates.
‘From a technology perspective, most information,
whether it is financial data or operational metrics,
can be manifested in, or near, real time,’ notes Julie
Harris, business development manager at Pureapps,
an Oracle Platinum Partner, in the report. ‘Look at
what is happening with social media; these things
can be farmed, analysed and turned into useful and
informative business information very quickly.’
Is there such a thing as too much data? Are you not
likely to lose sight of the wood for the trees? Andrew
Davies, a senior partner at EY’s Financial Accounting
Advisory Services, issues this caution in the report:
‘There will always be data junkies that want to have
more and faster information, but just having a lot of
data at your fingertips is not enough; you need to make
sure you are using it wisely.’ To do that, KPMG’s head of
audit Tony Cates adds: ‘Companies need to ask some
questions: what information is useful? Who needs to
know what? How frequent do updates need to be?’

Close call
Just as the corporate appetite for faster data aids
decision-making, so, too, does the more prompt
publication of financial data help investors make
their decisions. Investor demand for a faster pace
of reporting has found support from regulators: the
SEC now requires companies to file quarterly reports
within 40 days and annual reports within 60 days.
‘With developments like big data and the
widespread use of analytics, company finance
departments and management teams are using realtime data internally,’ says ACCA director of policy
Ewan Willars. ‘And yet there is a huge gap between
these up-to-the-minute operational processes and
what is being reported and assured externally.’
In practice, the best companies are reporting
within 30 days, and some within just 10. Meanwhile,
stragglers can take as long as 90 days, by which
point the data is deemed too historical to be useful.
Tim Barker, head of credit research at Old Mutual
Global Investors, believes that companies should be
encouraged to reduce the time between their period
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end and the publishing of their results. ‘At the moment,
the market doesn’t penalise slow companies, but I
would like to see that happen,’ he says in the report.
But Chris Higson, associate professor of accounting
practice at London Business School, questions
whether there is a real benefit in pushing hard on this.
‘Suppose that companies close their books and publish
their results one day after the end of the financial year
instead of one month after,’ he says in the report. ‘The
questions we need to ask are: Why would that be useful
and to who? Is there a social benefit?’
Companies should avoid taking refuge behind such
words, however: the balance of opinion clearly tips to
those who believe that companies that are able to close
their books most quickly are those that have better
processes and control systems, and which are therefore
regarded by investors as having better governance.
Conversely, companies that do not match the average
closing time are thought to be unable to provide their
own management with the right data in a timely fashion
– raising doubts about their ability to make decisions.
‘The longer a firm takes, the more it says that either
they’ve got skeletons in the cupboard or that their
systems are inefficient,’ says Rohit Talwar, a futurist
and CEO at Fast Future Research, in the report.
To be fair, though, inefficiency may not be the main
reason why a company is slow to report. Complex
businesses operating in many jurisdictions, or having
long-term contracts that need to be properly valued,
might also struggle with a fast-close environment.

Read all about it – now
Investors, used to nanosecond reporting in financial
markets, extend their demands for real-time reporting
to companies. A ‘halo effect’ would be bestowed
upon on companies that are able to make the shift
towards real-time reporting. But notes of caution are
struck: ‘Investors never ask for less information,’ says
KPMG’s Cates. ‘They always complain about too much
extraneous detail in financial statements, but they
never tell me to remove any notes. They always want to
be able to discard the information themselves.’
While the survey data points very clearly towards a
demand for real-time reporting, Robert Talbut, chief
investment officer of Royal London Asset Management,
says it is important to consider an investor’s focus. ‘For
longer-term investors like us, the prospect of real-time
information offers no benefit at all,’ he says. ‘But, if
you were to ask momentum investors whose livelihood
is based upon high turnover and trading mentalities,
they may well see the benefit in more and more
reporting, because that provides further opportunities
for trading activity and mispricing to occur.’
It is intriguing that most investors want faster
reporting while, at the same time, most also have
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▌▌▌‘YOU HAVE TO CONSIDER WHETHER THE
NEED FOR FAST INFORMATION IS OUTWEIGHED BY
THE FACT THAT SOME OF IT MAY BE INACCURATE’
concerns about fostering greater ‘short-termism’, more
volatility and – more disturbingly, perhaps – an increase in
the cost of capital for companies. Faster reporting thereby
increases the performance demands placed on companies.
As for the regulators, real-time reporting comes with extra
responsibilities that they may simply not be prepared to take
on with their current tools and resources. ‘If they’re taking
data in real time, and they miss something or something
goes wrong, then they get the blame,’ says Talwar. ‘Unless
they have the capacity to deal with it, they won’t want it.’
Some investors are concerned about the price paid for
faster data: ‘At some point, you have to consider whether
the need for fast information is outweighed by the fact
that some of the information may be inaccurate,’ says
Samantha McConnell, chief investment officer, IFG
Pensions, Investments and Advisory Services, in the
report. It is notable, therefore, that investors say in
the survey that they would be willing to pay for
more real-time reporting to be audited, giving
greater confidence about its reliability.
McConnell notes, however, that, while
assurance needs to be given that the figures
being issued are correct, ‘The market is quite
a leveller and market prices tend to move way ahead of
the fundamentals,’ she says. ‘By the time you’ve got your
assurance, the market is priced on something else.’
However, that argument can be swayed by the type of
information: investor demand for assurance takes precedence
over their demand for speed when it comes to general
financial information and liquidity. For emerging opportunities
and profit warnings, however, their priority is speed. Regarding
the assurance model, EY’s Davies notes: ‘How would auditors
give an opinion on moving data? For example, would they fix it
at a point in time? I think you would have to go through some
very radical changes to audit methodology, audit opinions and
the infrastructure needed to perform an audit at all.’
The forces of technology, competition and the sheer
pace of business are compelling companies to rethink how
they use their internal information. Whether or not those
same forces are driving financial reporting towards real-time
provision, there seems little doubt that external reporting
is on a one-way path towards faster information provision.
Along the way, investors, companies, regulators and auditors
will need to enter into debate as to what the ultimate goal
should be, what is achievable and how much it will cost. ■
Andrew Sawers, journalist and former editor,
Financial Director

REAL-TIME VIEWS
85% Real-time data would improve their ability to
react quickly

78% Real-time reporting would enhance investment
returns

73% Would consider companies that report in real-

time to have more robust corporate governance

70% Say that companies reporting in real-time would
have an advantage in attracting investment

Based on a survey of 300 investors in the UK (80%)
and Ireland (20%); half represent institutions with
more than US$500m in assets under management.

FOR MORE INFORMATION:

Understanding investors: the road to real-time reporting
is available at www.accaglobal.com/reporting
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TRUST OR BUST

Among the topics at ACCA’s Accounting for the future conference last month was the
need to rebuild investors’ trust in corporate reporting and how that could be done

T

he financial crisis saw many institutional investors
catch a severe cold, undermining their confidence
in the corporate reporting of the companies they
had invested in. Three leading investors came
together at Accounting for the future, ACCA’s global virtual
conference, to discuss how that trust can be rebuilt.
Robert Talbut, chief investment officer at Royal London
Asset Management, argued that one critical factor in the
lead-up to the financial crisis was that investors placed too
much reliance on market prices. ‘The belief was that if
the markets have generated price A, then price A must be
correct and we don’t need to apply any thought, judgment
or criticism,’ he said. ‘Just blindly accepting marketgenerated prices led to some pretty perverse outcomes.
It led people to invest in certain assets and to hold assets
at unrealistic prices that didn’t reflect economic reality.
‘One of the things we have learnt since the financial crisis
is the need to be a lot more sceptical. We have to encourage
people to exercise professional judgment and make sure that
the prices being used really do stand up to scrutiny.’
David Stewart, chief investment officer at Santander
Asset Management, pointed out that once every decade or
so investors get a wake-up call – a smaller or larger crisis
that reminds them they cannot rely wholly on market
prices. ‘A whole new generation learns the hard way why
it’s called an equity risk premium,’ he said. The crisis
triggered a distrust of corporate reporting, with investors
recoiling from their earlier complacency. ‘In the aftermath
of this crisis, that’s been more pronounced because it was
a more intense experience,’ he said.
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But Samantha McConnell, chief investment officer at the
IFG Group, said that not all investors made their decisions
from a ‘deep dive’ into the annual report. ‘Different types
of investors, such as hedge funds, are looking for different
things.’ It is the fact that investors have different agendas
which has been behind part of the volatility in markets since
the financial crisis, McConnell argued.
So, is it possible for corporate reporting – in particular,
the annual report and accounts – to satisfy the dramatically
diverse agendas of these different investors?
Talbut said: ‘We have to decide who the primary audience
for financial statements is. Other people may use them, but
the emphasis must be on the primary user and that should
be investors who are longer-term providers of capital.’

Investors vs traders
McConnell agreed it was difficult, if not impossible, to
reconcile the corporate reporting needs of long-term
capital providers and short-term stock traders. ‘You should
decide who the main users of financial statements are
and gear towards that group,’ she said. ‘If you try to meet
everybody’s needs, you’re not going to meet anybody’s.’
It was, she suggested, about getting back to fundamentals,
with cashflow as king. She pointed out that ultimately
cashflow drives share value and argued that current cashflow
statements are not as helpful as they could be.
There were some strong criticisms of quarterly reporting.
Stewart said some traders focus more on other investors’
reactions to quarterly reports than on the fundamentals
those reports reveal. ‘As investors, we can look at our
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portfolios in the morning and if we don’t like them, we can
press a button and change them immediately. Companies
don’t work like that, and the extent to which a quarterly
snapshot should be used by investors to make fundamental
decisions is deeply questionable.’
Talbut said quarterly reports should be scrapped –
the quicker the better. ‘I think they have been one of the
most damaging influences on the way management have
managed businesses and the way in which investors have
judged companies that we’ve seen in the last 25 years,’ he
said. ‘The idea that we should be asking management to say
how their business is going to perform in the next quarter
– and to make sure that they hit the number – is mindless.
It just harks back to the view that more information, more
frequently, must be a better world, whereas what we want
companies to do is to think about long-term sustainable
value creation – and that’s not on a one-quarter basis.’
But McConnell pointed out that some investors, such as
traders, use quarterly reports for trend analysis. ‘It comes
back to the point that there is not a homogeneous group
of investors,’ she said. ‘Long-term investors could say
they would take quarterly reports or leave them, but other
investor types will say that they are absolutely fundamental
to the way in which they make money. So companies need
to look at who are the holders of their share capital or debt
and work out what is best for the investors in their firm.’

Integrated reporting
The three generally welcomed moves towards integrated
reporting but had some reservations about how easy it
would be to introduce. Talbut suggested that it could provide
a better-quality picture of what is happening in a business.
But Stewart was concerned it could become too
prescriptive and that companies would then ‘game it’. He
said: ‘There is an argument for keeping things deliberately
imprecise or subjective to allow analysts and portfolio
managers to interrogate companies on what they think is
important. That increases the efficiency of the share price
mechanism through their subjective judgments.’
Finally, chairman Ian Welch, head of policy at ACCA,
drew investors’ attention to the significance of the audit.
McConnell argued there is cynicism about the value of the
audit following some publicised shortcomings during the
banking crisis. There should be oversight and regulation of
the audit process, she argued, because people would have
no reason to change their behaviour otherwise. ‘But the
audit does add value,’ she said, ‘and it should pull managers
back to making accounts that give a true and fair view of
where their company is.’ ■
FOR MORE INFORMATION:

Turn back to page 35 for investors and real-time reporting
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HOT TOPICS ON DEMAND
All the sessions in last month’s Accounting for the
future conference were recorded and are available
as on-demand webcasts and videos for finance
professionals to watch at their convenience.
The week-long event explored the role of finance
professionals in building a strong and sustainable
global economy. Among the sessions and live webcasts
were the following:
Creating value through leadership and corporate
governance
Board-driven internal audit and enterprise risk
management: next-generation assurance
Understanding the investor: the future of corporate
reporting
Integrated reporting: taking the first steps
Critical success factors in transforming the finance
function
Future CFO career paths
Following the rules/changing the tools: the change
challenge of finance transformation
Technology trends and the impact on the profession
100 drivers of change for finance and business
Ready for growth? A checklist for FDs
Using the crowd to punch above your weight
All sessions are available on demand at
www.accaglobal.com/accountingforthefuture

*
*
*
*
*
*
*
*
*
*
*

Read ‘The new investors’ at www.accaglobal.com/ab31
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DIGITAL DARWINISM
A new ACCA report looks at 10 technology trends that will force finance professionals to
change the way they do business – or go out of business. ACCA’s Faye Chua explains

F

rom the incised clay tablets of the Sumerian scribes
to the computers of the modern world, accountants
have always been at the forefront of emerging
technologies. But the world has now entered an era
of ‘digital Darwinism’, with technology evolving too fast for
many to adapt. As the rate of change accelerates, people,
businesses, even entire countries are struggling to stay
abreast of the latest developments, let alone understand
them well enough to exploit them – and the rapid rate of
change is unlikely to slow down.
All this change is underpinned by the internet and the
growing availability of affordable broadband access. It has
democratised knowledge and technology – moving power
from the hands of the few to the fingertips of the many –
and changed the main drivers for technology adoption.
New research drawing on input from ACCA’s Accountancy
Futures Academy, analysts, management consulting firms
and members of ACCA and IMA (Institute of Management
Accountants) aims to highlight the emerging challenges
and opportunities, and offer insights to help accountants
and businesses prepare for this new world of possibilities.
It focuses on 10 technology trends with the potential to
reshape the business landscape significantly.
We list them here, ranked in order of importance.
1 Mobile
Internet-connected mobile devices such as smartphones and
tablets are constant companions and crucial components
in the personal and professional lives of billions. Yet even
before many organisations have met the challenges of bring
your own device (BYOD), a much more significant trend has
emerged – BYOX, or bring your own anything. Individual
employees have moved beyond using their personal devices
to connect to the corporate network and are now choosing
which apps they use for business – corporate data will follow.
In the longer term, ‘smart dust’ (tiny chips embedded in all
sorts of everyday objects to collect and transmit data) and
the ‘internet of everything’ (the near-universal connection of
devices and objects to the internet) lie in wait.
2 Big data
Around 90% of the world’s data has been created in the past
two years by the output from barcodes, phone signals, digital
images, transactional databases, personal location records,
statutory reporting systems, online searches, radio frequency
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identification tags, social data, video clips, website visits,
and so on. ‘Big data’ describes the vast amounts and many
types of structured and unstructured data being produced.
Exploiting this huge nexus of contextual relationships,
information and data will demand people with analytical
and interpretation skills, who can sift the data haystack for
patterns and information of value to businesses.
3 Artificial intelligence and robotics
Forget androids and R2D2, it’s software ‘bots’ that matter
here, automating complex and repetitive processes and
tasks, and using stored knowledge to guide users. Software
now has built-in expert knowledge and the capacity to
‘learn’ how to improve its own processes and performance.
Accountants increasingly rely on this built-in expert
knowledge to work efficiently and effectively, particularly in
rule-based areas such as compliance. Banks are using bots
to automate account closures, direct debit cancellations,
audit reports and other processes. Within five to 10 years,
many other finance processes and services will follow suit.
4 Cybersecurity
There is ever more data to steal and ever more connected
devices that it can be stolen from. The increasing reliance
on digital technologies exposes organisations to a host of
both deliberate and non-malicious threats. Maintaining
security is a never-ending process that will demand more
and more resources. Over the next five to 10 years, experts
expect the criminal threat to grow, along with the use of
nanotechnology. Beyond 2025, biotech-engineered bacteria
may also be able to contain electronic circuits. If made
capable of reproduction they could become impossible to
avoid. The security industry has so far met each new threat
with a solution; unless it can find ways to test for and detect
this new type of biological pathogen, concepts such as
privacy and security could become a distant memory.
5 Educational technologies
Games and social tools are making learning more fun,
simulations and augmented reality are making it more
immersive, and intelligent algorithms are personalising the
process and tracking achievements. An even more radical
development is MOOCs (massive open online courses),
which offer access to interactive online courses on a vast
scale; enrolment is often open to all and many are free.
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And it doesn’t stop there. In 20 years’ time, accountants may
not need to spend three or four years training. Who knows
where this will go? Is it too radical to suggest becoming
an accountant (or any other professional) could mean
uploading data to a brain chip that contains all the required
technical expertise and using this in combination with
artificial intelligence to make professional judgements? The
accountant of the future might be an ‘augmented’ person or
exist only virtually as a cloud-based software agent.
6 Cloud
At its simplest level, cloud computing is about using
internet-based technologies to provide or gain access to IT
resources held on physically remote computers. Third-party
providers in the cloud ecosystem will be taking over many
more business processes over the coming decade, including
HR, operations and sales, and finance and accounting. It will
take longer for the cloud-delivery service model to displace
traditional on-premise systems or traditional accountants.
But as the cloud converges with technologies such as mobile
and big data and they become more mutually reinforcing,
unanticipated changes will arrive.
7 Payment systems
Traditional notions of money and currency are fading. The
world is on the brink of a fundamental shift in how goods
and services are bought and sold online and offline, driven
by consumers’ transition to mobile devices and digital
wallets. Analysts predict increased dependence on a new
type of mobile device app, the digital payment adviser
(DPA), which recommends the most appropriate payment
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PAST IS NO GUIDE TO FUTURE
‘As new digital technologies
emerge and converge they
will reshape lifestyles and
business activities, how
economies develop and how
countries are governed in
revolutionary ways. The future
will not be like the past.
‘The direction of travel is
clear, the details less so. The
profession must supplement
its technical expertise with a
broad understanding of the application of existing and
emerging technologies, and the new skills they demand.’
Chris Gentle is a partner and head of research
at Deloitte, and a member of ACCA’s Accountancy
Futures Academy

product for a purchase. DPAs will encourage the purchase
of day-to-day products and services using alternative
currencies, such as loyalty points and social currencies,
and there may be a resulting shift in power from banks
and payment card issuers to customers. This seems likely
to become more apparent over the next five to 10 years
as payment mechanisms and platforms proliferate, and
alternative currencies gain traction.

»
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TECHNOLOGY TRENDS WILL TRANSFORM THE FINANCE FUNCTION
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8 Virtual and augmented reality
Computer modelling and simulation can create ‘virtual
environments’ and simulate a physical presence that can
interact in these and in the real world. Mixed ‘augmented
reality’ systems can overlay human perceptions of reality
with sound, graphics, photos, videos and other types
of sensory data. Wired gloves, head-mounted displays,
exoskeletons and other devices make the experience more
immersive, by allowing people to interact with virtual and
remote objects. By 2020 simulated virtual environments
will permit active engagement with data. So rather than
drilling into a spreadsheet’s cells, smart software agents
will assemble simulated environments, allowing users to
manipulate virtual representations of the underlying data.
9 Digital service delivery
More sectors will need to exploit digital technologies to
add value to their services and meet consumers’ changing
expectations. As more services are provided digitally
by all sorts of entities from government departments
to small accountancy firms, and developments such as
XBRL (eXtensible Business Reporting Language) facilitate
progressively more automatic and electronic data exchange,
there may be a disintermediation of the accountant’s role in
regulatory compliance. The systems of businesses and those
of regulators could eventually become so interconnected
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that they can exchange information automatically after it
has been verified and validated by smart software.
10 Social
Historically, IT innovation was driven by big business and the
military, but blogging, instant messaging, internet telephony,
and sites for sharing pictures and music have been driven by
individuals. As enterprise social functionality improves, social
tools will become more useful to finance. In an ideal world,
collaboration software will develop a situational awareness
that enables it to contextualise processes and the roles
and relationships of participants. In finance, for example,
it would offer automatic understanding of the difference
between general exchanges and any that must be tightly
controlled – such as between tax and finance departments. ■
Faye Chua is head of future research, ACCA
FOR MORE INFORMATION:

The Digital Darwinism report is available at
www.accaglobal.com/futures
See Faye Chua talking about another ACCA report on
drivers of change for the profession and the business
community at www.accaglobal.com/ab27
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RED FLAG FOR FINANCIAL SERVICES

KEY

An analysis of due diligence reports by KPMG has found that financial services is the
sector most exposed to fraud, corruption, insider trading, negligence and bankruptcy.
Third parties are only as trustworthy as the people who run them and the single greatest
risk is the integrity of a company’s directors, shareholders and beneficial owners.
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Infrastructure,
construction
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Significant
integrity risk

Only three nonfinancial services
sectors have red flag
reports accounting for
more than 20% of the
total integrity risks
identified.
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INTEGRITY INTELLIGENCE

Astrus Insights, KPMG’s analysis of third-party integrity risks, looked at
8,000 integrity due diligence reports from businesses in 172 countries.
The survey is available at http://tinyurl.com/kpmg-astrus

ACCOUNTING AND BUSINESS

44

INSIGHT | CAREERS

Career boost
Learn to control your emotions at work and you could make more money, says our talent
doctor Dr Rob Yeung. Plus, taking a sickie, the perfect Christmas party, and more

TALENT DOCTOR: EMOTIONS
How do you feel about feelings in the workplace? Now,
some people argue that emotions have no place at
work. They reason that work should be a place only for
rational thought and value creation.
But in reality, we all feel emotions automatically and
constantly whether we want to or not. We feel excited
when we anticipate something good might happen and
then proud and happy when it does. We feel sad when
things go wrong or angry when people let us down.
Of course it may be inappropriate to vent extreme
emotions. But multiple research studies tell us that
covering up or suppressing our emotions exacts a mental
toll on us: when we expend energy pretending not to be
disappointed, annoyed or whatever else, we become less
effective at tasks such as numerical analysis or problem
solving. Clearly, emotions matter at work.
The impact of your emotions matters even more
if you’re the leader of a team because emotions are
contagious. The people around you can’t help but be
brought down or lifted up by how others – and especially
you, their boss – are feeling.
If you don’t believe me, just watch how the mood of
your own boss affects you. When your boss feels angry,
for example, you probably notice that you feel more on
edge. You want to stay out of the way and are less likely
to voice controversial opinions.
I mentioned that you can’t suppress your emotions
without experiencing a deficit to your performance.
However, it is possible to manage your mood
more effectively.

Red, amber, green
A good start is to become more aware of your emotions.
At multiple points throughout the day, you could use what
psychologists call the traffic-light method for checking
your emotions and behaviour:
Red light – stop! What am I feeling? What label
(‘nervous’, ‘relieved’, ‘guilty’ and so on) can I attach to
how I feel?
Amber – what is this emotion making me want to do
or not do? And how is it affecting those around me?
For example, anxiety may be discouraging you from
confronting a colleague or anger may be bringing the
mood of your team down.
Green – what would be a more helpful way of behaving?
That might mean, for instance, that you would decide to
confront your colleague in spite of how you feel. Or that
you try to explain to your team why you’re feeling angry
so they don’t think that they are to blame.

*

Perhaps you’re still thinking that this emotional stuff
sounds too fluffy. But consider a study conducted within
an unnamed global professional services firm by business
school researcher Richard Boyatzis. He found that the
top performing partners – by both sales generation and
profitability – had similar technical skills or knowledge as
mediocre partners. The key differentiators were superior
emotional and social skills. In other words, emotional
awareness and control helps people to make more
money. So when will you work on your emotional skills?

*

Dr Rob Yeung is a psychologist at leadership consulting
firm Talentspace and author of over 20 bestselling career
and management books including E is for Exceptional:
The New Science of Success (Pan Books); he also
appears frequently as a business commentator on the
BBC and CNN.

*

FOR MORE INFORMATION:
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www.talentspace.co.uk
@robyeung
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SKIVERS’ SEASON

Christmas party season,
while fun, could also be
called ‘sick-day season’.
Late nights and a busierthan-average social calendar
mean for many, a delicate
work-life balance gets blown
out the water. But it’s not
just festivities to blame.
One in three UK employees
admit lying to take time off
work, mainly because they’re
disillusioned with their
jobs or career, according to
research commissioned by
PwC on attitudes to absence.
While good weather,
hangovers and romance
are motivations for 11%,
18% and 5% of ‘skivers’
respectively, the majority
(61%) claim they are simply
bored with work. Illness
is the favoured excuse
for 83% of ‘skivers’, with
four out of 10 even faking
symptoms around the office
in preparation for a day off.
UK workers on average took
9.1 days sick in 2013, way
ahead of Russia with 7.7
days, Europe with 7.3, the
US averaging 4.9 and way
down the list Asia Pacific
with a studious 2.2 average
days absent from work. The
sector with the most sick
days was the public sector
(11.1), while technology had
the healthiest workforce with
3.4 average days absent.
Here are some of the more
far-fetched excuses used by
workers: ‘I fell out of the
loft’; ‘My rabbit ran away
and there were foxes in the
area’; ‘I was beaten up by a
bouncer’; and, ‘I was unable
to open a hand from a
clamped fist’.

THE ROAD TO CFO

As part of its Accounting
for the future conference
last month, ACCA held a
session exploring the future
of the finance function. This
included an outline of new
research on the future of
CFO career paths. See the
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THE PERFECT CHRISTMAS PARTY
Christmas, here again, faster than ever. Big
boxes of festive chocolates have been in the
supermarkets since August and some offices
will have booked their Christmas party even
earlier. If they’re lucky enough to have one.
Only a few years back, the credit
crunch meant that 83% of companies
said they wouldn’t finance a Christmas
party, according to employment law firm
Peninsula. Imagine the gloom… no awkward
moments when you suddenly find yourself
standing in the middle of a conversation
between your CEO, CFO, head of sales
and their biggest client, sharing old jokes.
Or you say last year’s party was better, while
the organiser is stood behind you. So how to
weather the potentially career-destroying storm
that is the work Christmas party? Have a good
time, but always remember where you are and who
you’re with. There may be clients there, so you’re
still representing the company. Take it as a chance to
get to know people you don’t usually have much to do with. But
above all – enjoy yourself!

THE BIG BREAK
NUSRATE IBRAHIM FCCA
Ibrahim epitomises a modern finance professional. Her
experience is broad, spanning continents, practices,
and industries. She has worked in M&A, business
planning, performance analysis and strategy evaluation.
In 2012 she set up her own training and management
consultancy, NTI FZ LLE Training and Coaching
Consultancy, in the UAE to share this experience and
prepare future leaders. ‘Training is about bringing the
best out of an individual,’ she says. Search for Ibrahim’s
full interview at ACCACareers.com

Ibrahim’s top soft skills:
Taking criticism in a very positive way.
Resilience is a key skill – think of the boxer
who falls down and keeps standing up.
Communicating articulately. Speaking
clearly and making sure the key points
are highlighted first rather than last.
Be a team player and never take anyone
else’s credit! It never pays off and you

link on the right for more
information. ■
This page is compiled and
edited by Neil Johnson,
editor, ACCACareers.com

create unnecessary enemies.
Presenting to small and large audiences.
Use words economically and be straight
to the point.
Negotiating good contracts without
losing: always think win, win. Selfless
but focused networking. Leading versus
managing – knowing the difference.

FOR MORE INFORMATION:

www.accaglobal.com/accountingforthefuture

www.accacareers.com
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In his final article on management theories, Dr Tony Grundy
looks at objectives, motivation, transformation and governance
Management comes
in many forms. This
month, we consider
management by objectives,
motivation, organisational
transformation and
corporate governance.

Management by
objectives (MBO)
This was a way of dealing
with the age-old problem of
delegation: most managers
– especially newly promoted
ones – struggle with leaving

sense of direction while
leaving it up to staff to
sort out the minutiae of
how they actually do the
work. It is linked with the
idea of empowerment, with
decisions being taken lower
down the organisation.
MBO could be defined
as ‘setting a clear direction
and aims without necessarily
predetermining how that will
be achieved and delegating
much of the responsibility for
making the “how” decision’.

frequently in everyday
management situations.
One of the key jobs of
an MBO leader is thus to
set objectives and to coach
staff to achieve them, like
a football manager, rather
than dictating exactly how
the ball should be kicked.

Motivation
Motivation is another key
leadership function. It can
be defined in a management
context as ‘the innate

▲ JAILED: EX-ENRON CEO JEFFREY SKILLING

Corporate governance grew up after the Enron scandal,
setting checks and balances against concentrations of power

subordinates to get on
with things and try to do
it all themselves. One of
the economic points of
leadership is to leverage the
more ‘drone-like’ resources
of staff with lesser skills
by giving them guiding
frameworks of what they are
setting out to achieve. Poor
delegation means the job is
done twice – and by a more
expensive resource.
MBO supports delegation
by setting a more global
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Empowerment is about
encouraging staff wherever
possible to be proactive and
creative and solve problems
with support and coaching
from above, rather than just
waiting to be told what to do.
MBO was popularised
by management expert
Peter Drucker decades
ago. His idea has the
virtues of relevance and
simplicity, and helps combat
micromanagement. Its
relevance can be observed

and socialised drives that
influence determined
behaviour to achieve goals’.
The definition can be
unpacked as follows:
innate: in part, the drives
are instinctive
socialised: the drives
reflect the desire to
belong to a wider group,
and the need for status
and achievement
drives: they are partconscious and partunconscious.

*
*
*

Motivation is about
understanding how people
tick. Implicit is the thought
that managers somehow
have to influence staff to
put themselves out so they
produce over and above the
minimum needed to get
by. The idea has spawned
a whole literature that
appears to be dedicated
to brainwashing people to
stretch themselves.
As someone pointed
out to me the other day:
‘There are lots of people
who show up every day and
try to do the minimium: why
stretch yourself?’
The manipulative element
in the motivation model
doesn’t quite come off as
most organisations operate
in competitive environments.
Where employees in the
aggregate are competitive,
then the whole organisation
is better off: more growth,
opportunity, choice, money
and security.
So if we were to accept
that high motivation was
probably a good thing, then
how might we go about
promoting it?
The main motivation
levers are:
performance
management
rewards and recognition
incentives, bonuses and
perks
training and coaching
having a manager who is
a great leader
working conditions
manageable stress levels
and good support
a ‘feel-good’ organisation
and culture – very
important
a sense of vision,
strategy and purpose.

*
*
*
*
*
*
*
*
*
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The main demotivation
levers are:
perception that the
company is mean
lack of positive feedback
too much negative
feedback
insecurity
perception of unfairness
the wrong kind of politics
threats and bullying
the organisation is
failing or has messed
up – especially if its
reputation is tarnished.

*
*
*
*
*
*
*
*

an organisation’s strategy,
structure and culture to
respond to its environment.
Organisational
transformation I would define
as ‘a dynamic evolution of
the organisational model
such that over a period its
character has undergone a
tangible shift; even though
many of its fundamental
capabilities have not
changed, they might now be
applied to doing things in
new ways’.

are going to get across it.
Yes, we are back where we
started around a year or so
ago – strategy.
It is also about having
an overall map of all the
key change projects and
how and when they will
fit together to deliver that
strategy. Finally, it is about
having a very real sense
of the people issues and
how you come over when
you are having these deep
conversations with people.

▌▌▌LOOK BEYOND THE FORMAL PROCESSES AND
TO THE LEADERSHIP AND THE AGENDAS OF AN
ORGANISATION BEFORE YOU TAKE A JOB THERE
One theorist – Abraham
Maslow in 1943 – split these
motivational factors up into
a ‘hierarchy of needs’, the
implication being that if the
most basic requirements are
not met, such as physical
comfort and safety, then
there is little interest in
aspects that are more about
higher things like ‘selfactualisation’.
In 1959 Fredererick
Hertzberg introduced
‘motivator-hygiene factors’
to the model. This two-factor
theory saw job satisfaction
and job dissatisfaction
acting independently of
each other. A motivator
factor is something that is
a distinctive turn-on (eg,
recognition, responsibility)
while a hygiene factor is
something which doesn’t
turn your motivation on
but is a big turn-off if not
present (eg, job security,
fringe benefits).

Organisational
transformation
This is another name for
what was once called
strategic change (and before
that, managing change).
I once defined strategic
change as the evolution of

So it is more internally
focused than the idea of
strategic change and is
positioned somewhere
between more incremental
change and more radical
or revolutionary change, at
least in terms of meaning.
These are subtle
differences but they are
valid. Transformational
change requires visionary
leadership, which in turn
implies the need for
transformational leadership
– a term that can be traced
all the way back to Bernard
Bass in 1978.
Transformational
leadership can be defined as
‘leadership which seeks to
inspire and fundamentally
reshape the performance
of staff by looking at all
aspects of organisational
capability, structure,
behaviour and mindsets,
and reshaping that’.
These are grand words
and most managers may not
have a clue about how that
could be accomplished.
A lot of this isn’t about
complicated analysis but
about how you state the
obvious about where you are
going, where you are now,
what the gap is and how you

Corporate governance
Corporate governance can
be defined as ‘the policies,
controls and processes
that will help ensure that
organisations are run in a
responsible, guided way and
are not driven off course in
risky and damaging ways
by sectional or personal
interests and ambitions’.
Corporate governance
grew up after the Enron
disaster with the SarbanesOxley legislation in the US
to try to restrain rogue
boards and CEOs. This was
accompanied, particularly
in the UK, by more voluntary
codes of practice – eg,
encouraging the appointment
of non-executive directors to
act as checks and balances
against concentrations of
power. But the question
remained as to whether
these processes were both
necessary and sufficent to
ensure that governance was
duly executed.
The problem as I see
it lies at least partly

47

elsewhere: that it is all too
often subverted by one or
two key individuals who
become intoxicated by a
wicked cocktail of greed,
power and accomplishment
– often fuelled by ego. They
are often pretty bright and
may have got addicted to
gambling with the business.
Such individuals, I
suspect, are particular
psychological types. This
is the root cause of much
of the problem and these
accidents will always keep
on happening if we don’t
address that.
Frankly, when individuals
come up through the
organisation with huge drive
and are very bright they can
carve a path through it with
some charisma. Instead of
weeding out such unstable
people, the HR department
may actually applaud their
pushiness. Those who have
floated around the top in
corporate life have usually
come across one or two
such characters.
In conclusion, beware
of thinking that checks and
balances will always be
effective – they may not be.
The most important aspects
here are behavioural and
not processes.
If you are an accountant
who happens to be looking
for a new job, look beyond
the formal processes and
to the leadership and the
agendas of the organisation
before you take a job there.
Otherwise you may end
up being asked to look the
other way – or find yourself
out on the street… ■
Dr Tony Grundy is an
independent consultant
and trainer, and lectures at
Henley Business School
FOR MORE INFORMATION:

www.tonygrundy.com
See Tony Grundy on video at tinyurl.com/q92h7xb
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Off-target
The six myths surrounding performance measures are as widely held
as they are thumpingly wrong, says David Parmenter
Performance measures are
designed to help align daily
actions to critical success
factors (CSFs) yet are
often prepared with little
expertise at great expense.
Myth 1: Most measures
improve performance.
Measures are often cobbled
together without knowledge
of CSFs or behavioural
consequences. Every
performance measure
can have an unintended
consequence that brings
down performance. To make
a measure work, you need
to anticipate behaviour,
find the potential dark side,
minimise it, and tweak the
measure accordingly.
Myth 2: All measures can
work successfully in any
organisation at any time.
For measurement to thrive,
seven conditions are needed:
1 partnership with staff,
unions and third parties
2 transfer of power to the
front line
3 a focus only on
what matters
4 key performance
indicators (KPIs) sourced
from the CSFs
5 ditching of processes
that don’t deliver
6 an understanding of
human behaviour
7 an organisation-wide
understanding of
winning KPIs.
Myth 3: All performance
measures are KPIs.
We tend to use the terms
KPIs and performance
measures interchangeably,
thus mixing up measures
that are truly key with the
flawed. ‘Key’ means key
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to the organisation, while
‘performance’ means
the measure assists in
improving performance.
A KPI has seven
characteristics:
1 it is non-financial
2 it is measured frequently
(daily or weekly)
3 it is acted on by
senior managers
4 all staff understand it and
what action is needed
5 a team can be given
responsibility for it
6 it has a big impact on
more than one CSF
and more than one
balanced scorecard
7 it encourages
appropriate action.
Myth 4: By tying KPIs to
pay, you raise performance.
Recognition, respect
and self-realisation are
more important drivers
of performance, yet it
is KPIs we tend to tie
to pay. This creates key
political indicators that are
manipulated to enhance
bonuses. KPIs should not be
part of performance-related
pay discussions.
Myth 5: Set annual targets.
We like to think we know
what good performance will
look like and can set relevant
year-end targets. In reality
this practice constrains
initiative and promotes
mediocrity. Annual targets
are doomed to fail – they are
either too soft or too hard.
Myth 6: You need them to
drive performance.
If you’ve recruited the right
staff, clearly defined what
the CSFs are, and created a
supportive work environment

NEXT STEPS
1 If you’re working with dysfunctional performance
measures, negotiate a three-month moratorium.
After three months, managers will know which
measures they’ve missed and which should be
permanently abandoned.
2 Ascertain your CSFs in these three months. Email
me (parmenter@waymark.co.nz) for a six-page
explainer of how to go about ascertaining your CSFs.
3 Groom an in-house expert to be chief measurement
officer, vetting and piloting all peformance measures
for unintended consequences.

with great managers and
leaders, you will succeed.
Performance measures
merely support and enforce
an existing environment.
An organisation with
dysfunctional performance

measures would function
better without them. ■
David Parmenter is a
writer and presenter on
measuring, monitoring and
managing performance
FOR MORE INFORMATION:

www.davidparmenter.com
www.davidparmenter.com/courses
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In July 2013 the
International Accounting
Standards Board (IASB)
issued a discussion paper
on a new version of its
conceptual framework,
which provides the
fundamental basis
for development of
International Financial
Reporting Standards (IFRS).
The discussion paper
gives users and preparers
of financial statements
an opportunity to offer
input into the direction
of financial reporting
standards. The paper
sets out the fundamental
principles of accounting
necessary to develop robust
and consistent standards.
While it lacks the immediacy
of other IASB proposals,
it will nevertheless be
a significant long-term
influence on the direction
that accounting standards
will take.
The paper introduces
revised thinking on the
reporting of financial
performance, the
measurement of assets and
liabilities, and presentation
and disclosure. The paper
proposes that the primary
purpose of the framework
– which underpins the
accounting standards –
is to identify consistent
principles that the IASB
can use in developing and
revising those standards.
The framework may also
help in understanding and
interpreting the standards.
The IASB framework
was originally published
in the late 1980s. In 2010
two chapters of a new
framework were issued:
Chapter 1, The Objective of
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Realigning the framework
Graham Holt examines the discussion paper on the conceptual
framework for financial reporting issued by the IASB in July
General Purpose Financial
Reporting, and Chapter 3,
Qualitative Characteristics
of Useful Financial
Information. There are no
plans for a fundamental
reconsideration of these
chapters. The concept
of a reporting entity
is not considered in
the discussion paper
because the exposure
draft of 2010 is
to be used, with
related feedback, in
developing guidance in
this area.
The discussion paper
proposes to redefine
assets and liabilities as:
An asset is a present
economic resource
controlled by the entity
because of past events.
A liability is a present

*

*
▌▌▌THE PRIMARY PURPOSE OF THE FRAMEWORK IS TO
IDENTIFY CONSISTENT PRINCIPLES THAT THE IASB CAN
USE IN DEVELOPING AND REVISING STANDARDS
obligation of the entity
to transfer an economic
resource because of past
events.
An ‘economic resource’, it
should be noted, is a right,
or other source of value,
that is capable of producing
economic benefits.
Currently the definitions
of assets and liabilities
require a probable
expectation of future
economic benefits or
resource outflow. The IASB’s
initial view is that the
definitions of assets and
liabilities should not require
an expected or probable
inflow or outflow as it should

be sufficient that a resource
or obligation can produce
or result in a transfer of
economic benefits. Thus,
a guarantee could qualify
as a liability even though
the obligation to transfer
resources is conditional.
However, the measurement
of an asset or liability will
be affected by the potential
outcome. The IASB still
believes that a liability
should not be defined as
limited to obligations that
are enforceable against
the entity.
Under the discussion
paper, constructive
obligations would qualify

as liabilities. Liabilities
would not arise where there
is an economic necessity
to transfer an economic
resource unless there is an
obligation to do so. Thus
a group reconstruction
would not necessarily create
a liability.
However, the IASB
believes that certain
avoidable obligations could
qualify as a liability – for
example, directors’ bonuses
depending on employment
conditions. No decision
has been made on whether
the definition of a liability
should be limited to
obligations that the entity

»
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has no practical ability to
avoid or should include
conditional obligations
resulting from past events.
The discussion
paper sets out that the
framework’s definition of
control should be in line
with its definition of an
asset. An entity controls an
economic resource if it has
the present ability to direct
the resource’s use so as to
obtain economic benefits
from it. The exposure draft
on revenue recognition uses
the phrase ‘substantially all’
when referring to benefits
from the asset but the IASB

transfers between these
different classes.
The distinction between
equity and liabilities
focuses on the definition
of a liability. The current
guidance on the difference
between equity and liability
is complicated. The paper
identifies two types of
approach: narrow equity and
strict obligation.
The narrow equity
approach treats equity as
being only the residual class
issued, with changes in
the measurement of other
equity claims recognised in
profit or loss.

Under the strict
obligation approach, all
equity claims are classified
as equity with obligations to
deliver cash or assets being
classified as liabilities. Any
changes in the measurement
of equity claims would be
shown in the statement of
changes in equity.
If the latter approach
were adopted, certain
transactions (eg the
issuance of a variable
number of equity shares
worth a fixed monetary
amount) currently classed
as liabilities would not be so
designated because they do

▌▌▌THE PROPOSALS ARE AN ATTEMPT TO MAKE THE
CONCEPTUAL FRAMEWORK A BLUEPRINT FOR HIGHQUALITY, PRINCIPLES-BASED ACCOUNTING STANDARDS
feels this phrase in this
context would be confusing
as an entity would recognise
only the rights which it
controls. For example, if
an entity has the right
to use machinery on one
working day per week, then
it should recognise 20%
of the economic benefits
(assuming a five-day
working week) as it does not
have all or substantially all
of the economic benefits of
the machinery.
The discussion paper
proposes that equity remain
defined as being equal to
assets less liabilities.
However, the paper
does propose
that an entity
be required
to present
a detailed
statement of
changes in
equity that
provides
more
information
regarding
different classes
of equity, and the
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not involve an obligation to
transfer cash or assets.
The IASB has come to
the view that the objective
of measurement is to
contribute to the faithful
representation of relevant
information about the
resources of the entity,
claims against
the entity and
changes in
resources and
claims, and
about how
efficiently and
effectively
the entity’s
management
and governing
board have
discharged their
responsibilities
to use the
entity’s
resources. The
IASB believes
that a single
measurement
basis may not
provide the
most relevant
information
for users.
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When selecting the
measurement basis,
the information that
measurement will produce
in both the statement of
financial position and the
statement of profit or loss
and other comprehensive
income (OCI) should be
considered. Further, the
selection of a measurement
of a particular asset or a
particular liability should
depend on how that asset
contributes to the entity’s
future cashflows and how
the entity will settle or fulfil
that liability.

Narrow and broad
The current framework does
not contain principles to
determine the items to be
recognised in profit or loss,
and in OCI and whether, and
when, items can be recycled
from OCI to profit or loss. In
terms of what items would
be included in OCI, the paper
proposes two approaches:
‘narrow’ and ‘broad’.
Under the narrow
approach, OCI would
include bridging items
and mismatched
remeasurements. OCI
would be used to bridge a
measurement difference
between the statement of
financial position and the
statement of profit or loss.
This would include, for
example, investments in
financial instruments with
profit or losses reported
through OCI. Mismatched
remeasurements occur
when the item of income
or expense represents
the effects of part of
a linked set of assets,
liabilities or past or planned
transactions. It represents
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their effect so incompletely
that, in the opinion of the
IASB, the item provides
little relevant information
about the return the entity
has made on its economic
resources in the period.
An example is a cashflow
hedge where fair value gains
and losses are deferred
in OCI until the hedged
transaction affects profit or
loss. The paper suggests
that under the narrow OCI
approach, an entity should
subsequently have to recycle
amounts from OCI to profit
or loss; and under the
mismatched remeasurements
approach the amount should
be recycled when the item
can be presented with the
matched item.
The issue that arises here
is that, under the narrow
approach, the treatment
of certain items would be
inconsistent with current
IFRS – eg revaluation gains
and losses for property,
plant and equipment,
The paper also sets out a
third category – ‘transitory
remeasurements’. These are
remeasurements of longterm assets and liabilities
that are likely to reverse or

significantly change over
time. These items would be
shown in OCI – for example,
the remeasurement of a
net defined pension benefit
liability or asset. The IASB
would decide in each
IFRS whether a transitory
remeasurement should
be subsequently recycled.
However, the IASB has
not yet determined which
approach it will use.

Recognition
Recognition and
derecognition deals with the
principles and criteria for
assets and liabilities to be
included or removed from an
entity’s financial statements.
The paper sets out to
bring this into line with the
principles used in IASB’s
current projects. It proposes
that assets and liabilities
should be recognised by an
entity, unless that results
in irrelevant information,
the costs outweigh the
benefits, or the measure

of information does not
represent the transaction
faithfully enough.
Derecognition is not
currently addressed in the
framework and the paper
proposes derecognition
should occur when the
recognition criteria are no
longer met. The question
for the IASB is whether
to replace the current
concept based on the loss
of the economic risks and
benefits of the asset with
the concept based on the
loss of control over the legal
rights comprised in the
asset. A concept based on
control over the legal rights
could result in several items
going off balance sheet.
Proposed revisions to
the disclosure framework
include the objective of
the primary financial
statements, the objective
of the notes to the financial
statements, materiality and
communication principles.
The IASB has also identified
both short-term and longterm steps for addressing
disclosure requirements in
existing IFRS.
These proposals are
an attempt to make the
conceptual framework a
blueprint for developing
consistent, high-quality,
principles-based accounting
standards. It is important
that there is dialogue about
the whole of IFRS and for the
IASB to achieve buy-in to its
core principles by enabling
constituents to help shape
the future of IFRS. ■
Graham Holt is associate
dean and head of the
accounting, finance and
economics department at
Manchester Metropolitan
University Business School
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Your annual
membership
renewal pack
for 2014 has
been posted
to You
But you don’t
have to wait to
receive your pack.
The quickest and
simplest was to pay
fees and submit
CPD declarations
is through your
online account
at myACCA.
Remember annual
subscription
fees and CPD
declarations must
be received by
ACCA on or before
1 January 2014.
www.accaglobal.com

FOR MORE INFORMATION:

Read the discussion paper, A Review of the Conceptual
Framework for Financial Reporting at
http://tinyurl.com/ma5udq6

ACCOUNTING AND BUSINESS

52

TECHNICAL | INDIRECT TAX

Sales tax snowballs
Globalisation and constant changes to VAT/GST regimes are adding to the tax complexity
burden. Charlotte Rushton of Thomson Reuters considers how businesses should respond
According to KPMG’s
2013 Benchmark Survey
on VAT/GST, two-thirds
of respondents in Europe,
the Middle East and Africa
and one-third in the rest
of the world believe that
VAT/GST rates will rise
in the next three years as
cash-strapped governments
continue to rely on indirect
tax revenue.
As a result, businesses
will have to navigate an even
more dynamic indirect tax
landscape riddled with tax
laws that vary by product
type, country, province, state
and even city.
The sheer speed and
volume of changes to
indirect tax and VAT laws
(also known as transaction
tax, value added tax, GST,
and sales and use tax)
are impossible to keep up
with without some kind of
automation. For businesses
that have to collect this tax
on behalf of government,
VAT/GST changes directly
impact the operational
resources required to
achieve compliance.
New or higher taxes will
have an obvious impact
on the consumer, but the
impact on businesses
is often overlooked.
Whether it’s an increase,
a decrease or a brandnew tax, each change
represents a significant
operational and cashflow
outlay for businesses that
must implement it. As
governments continue to
tinker with indirect taxes to
address budget shortfalls,
a business’s best response
is to ensure its indirect tax
operations are running as
efficiently as possible.

ACCOUNTING AND BUSINESS

The only constant
is change

INDIRECT TAX COMPLIANCE

Indirect tax compliance
is a top risk area, especially
for multinationals
which must deal with
changing laws in multiple
countries. The inherent
complexities of indirect
tax compliance make it an
even bigger concern for
global companies.
A few notable trends
driving the complexity of the
indirect tax process include:
Limited to fewer than
10 countries in the late
1960s, VAT and GST are
today an essential source
of revenue for more than
150 countries.

Calculating and determining taxes is not as simple
as it might sound. Each transaction has unique
characteristics that affect the specific tax rates
applied depending on who, what, where, when, why
and how the exchange was made. A business can face
multiple, overlapping tax-collecting jurisdictions and
tangled rules based on the type of business, location,
nexus, or where the products and services will
ultimately be used.
In the US, for example, the average mid-sized
business with a presence in all 50 states needs to file
around 5,400 returns and process 5,400 cheques to
tax authorities (of which there are over 13,000) a year;
that’s 450 returns and 450 cheques a month, or 15
returns and 15 cheques a day. Yet the process can’t
be spread out over the month but happens in three
required payment periods each month.

*

▌▌▌EACH TAX CHANGE REPRESENTS A SIGNIFICANT
OPERATIONAL AND CASHFLOW OUTLAY FOR
BUSINESSES THAT MUST IMPLEMENT THAT CHANGE
In the US, businesses had
* to
comply with over 580

*
*

*

indirect tax rate changes
in 2012; outside the US,
there were over 2,000
tax rate and product
taxability changes.
In the US, 92.3% of the
194 state and local sales
tax changes in Q2 2013
represented increases or
new taxes.
The US is currently
considering passing the
Marketplace Fairness
Act to allow states to tax
online sales made within
their borders, even if the
seller physically resides
outside the state.
Brazil regularly
implements new tax laws
or makes changes to
existing laws. A company

*

doing business in Brazil
routinely has to deal with
as many as 10 tax law
changes in a given week.
In emerging markets,
indirect tax systems are
evolving quickly. India
is set to implement a
new GST. China is in the
process of replacing its
business tax on services
with broader-based VAT
through a series of pilots.
Malaysia also has GST on
the agenda.

European tangle
While there is a general
trend to increase VAT
worldwide, the situation in
Europe is not so clear-cut.
Some European states
are relying on higher VAT
rates. Hungary has the

highest VAT rate in the EU
with 27%; Croatia, Sweden,
Norway and Denmark are
at 25%. In September
2012, Spain hiked its VAT
rate from 18% to 21%.
And Croatia, Cyprus, the
Czech Republic, Finland,
the Netherlands, Norway,
Serbia, and Slovenia have all
lifted their VAT rates.
Yet some European
countries are bucking the
global trend, choosing not
to increase VAT and even
lowering it to stimulate
their economies.
Latvia cut VAT by 1%
in July 2012. In summer
2012, France cancelled an
increase in its standard
rate from 19.6% to 21.2%,
although the standard rate
is scheduled to increase to

INDIRECT TAX | TECHNICAL

20% in January 2014. Italy
continues to delay a 1% VAT
rise with the most recent
postponement being until
October 2013.

Tax best practice
Progressive finance
departments looking to
thrive in the wake of the
recession know that an
integrated approach, in
which their technology,
people and processes
work seamlessly, is key
to optimising their tax
management process.
The first step to seamless
integration is centralised
technology. Consolidating
tax management technology
across multiple business
systems eliminates
manual tax determination
processes. In addition, it
creates a hub from which
domain experts can set
tax rules and establish
corporate tax policies and
best practices centrally,
automatically disseminating
them across the company
from a single source. This
improves accuracy and
reduces workload, providing
the company with greater
compliance at a lower cost.
Centralised technology
effectively automates
the tax compliance
process for efficiency
and should integrate with
corporate finance and
accounting applications
for sales, purchasing,
payment processing and
resource planning.
Also, with a myriad of
software delivery models –
from software as a service
(SaaS) or on-premise
– businesses can now
choose whichever model
best suits their needs. But

▲ ONE-WAY TRAFFIC

Most US sales tax changes
in Q2 2013 raised rates or
levied new taxes
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automation alone isn’t
enough, especially if you
automate errors.
Tax domain experts
provide the multidisciplinary
expertise in tax law,
tax policy, research
and audit to ensure the
highest level of service
to a business. Smaller
businesses especially
may lack qualified tax
professionals experienced
in all the processes required
to achieve and maintain
the highest degree of
compliance and often
choose to outsource this
function entirely.
Whatever approach a
business takes, whether to
keep it in-house, outsource
it or use a hybrid model, it
needs to build a team of
tax domain experts that can
help the business navigate
through changes or growth.
Best practices and best
processes ensure that
a company can achieve
streamlined compliance
across the complete tax
lifecycle – everything
from tax determination
and return preparation to
rapid reconciliation and
preparation of audit reports.
As compliance requirements
change, a company can
automatically be kept up
to date.
While every aspect
of a company should be
optimised, focusing efforts
on indirect tax management
is increasingly becoming a
top priority for savvy finance
departments. ■
Charlotte Rushton is
managing director Asia
Pacific and EMEA for the tax
and accounting business of
Thomson Reuters
FOR MORE INFORMATION:

2013 Benchmark Survey on VAT/GST by KPMG at
http://tinyurl.com/kpmgVATsurvey
www.tax.thomsonreuters.com
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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
IFRS FOR SMEs

REPORTING
INTEGRATED REPORTING

The International Integrated
Reporting Framework is due
for release in December.
The IR team has reported
that the big themes
emerging are:
the need for clarity about
the differences between
an integrated report,
integrated reporting and
integrated thinking
the intended audience
of an integrated report
and its implications
for the concept
of materiality
the need for greater
clarity about the meaning
of value creation, and
its relationship to
the capitals
the interaction of an
integrated report with
other reports and
communications
the suitability of the
Framework as criteria
for the preparation
and assurance of an
integrated report
the principles-based
nature of the Framework
and whether it should
be directive about
which key performance
indicators an
organisation is to use.
More at www.theiirc.org

*
*
*
*
*
*
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The International Accounting
Standards Board Exposure
Draft proposes limited
amendments to IFRS for SMEs
and is open for comment
until 3 March 2014. The
IASB states that ‘most of
the proposed amendments
clarify existing requirements
or add supporting guidance,
rather than propose
changes to the underlying
requirements in the IFRS
for SMEs. Consequently, for
most SMEs, the proposals
are expected to improve
understanding of the
existing requirements,
without having a significant
effect on the entity’s financial
reporting practices and
financial statements.’
More at http://tinyurl.
com/smes-ed

REMUNERATION

The Financial Reporting
Council (FRC) has issued a
consultation on executive pay
changes to amend the UK
Corporate Governance Code,
open until 6 December. This
highlights three specific
proposals: clawback
arrangements; whether nonexecutive directors who are
executive directors in other
companies should sit on the
remuneration committee;
and what actions companies
might take if they fail to
obtain at least a substantial
majority in support of a
resolution on remuneration.
More at http://tinyurl.com/
frc-consult

AUDIT
AUDITOR REPORTING

ACCA has held events and
undertaken an online survey

to gather feedback on
the International Auditing
and Assurance Standards
Board’s (IAASB’s) Exposure
Draft (ED). This proposes
changes to audit reports
including the provision of
more information on how
audits are performed.
The opportunity to
comment on Reporting on
Audited Financial Statements:
Proposed New and Revised
International Standards
on Auditing closes on 22
November. The ED revises
a number of existing ISAs
(700, 260, 570, 705 and
706) but also introduces
ISA 701, Communicating
Key Audit Matters in the
Independent Auditor’s Report.
Under ISA 701, the IAASB
proposes that there should
be a ‘key audit matters’
section which would outline
significant matters that
arose during the audit.
ACCA has used the
comments it received to
assist in developing its
response. You can find out
more, including the findings
from events ACCA ran with
the Financial Reporting
Council (FRC), at www.
accaglobal/advisory

TAX
HMRC UPDATES

Notice 827: European
Community Preferences:
export applies now and
replaces the April 2012
version. The notice
highlights how exporters can
export goods ‘more cheaply
under preference’. In many
cases this is reciprocal and
the rules will also ‘apply to
goods being imported into
the EU under preference’.

The preference-giving
countries include:
Algeria, Morocco and
Tunisia (Maghreb group)
Iceland, Norway,
Switzerland and
Liechenstein (European
Free Trade Association)
Israel
Turkey (for agricultural
and coal and steel
products only – all other
products are covered
by Customs Union
arrangements between
the EU and Turkey).
The revised notice
includes details of the
new reciprocal preferential
trade agreements for
Serbia, Montenegro and
Bosnia-Herzegovina. It
includes reference to Notice
830: Tariff Preference:
New GSP Rules of Origin,
which provides the current
details for applying to be
a UK- or EC-wide approved
exporter, and includes other
country and procedural
amendments.
Notice 828:Tariff Preferences:
rules of origin for various
countries applies now and
replaces the November 2012
version. It applies to African,
Caribbean and Pacific
States, Serbia, Albania,
Jordan, South Africa, Algeria,
Andorra, Bosnia-Herzegovina,
Cariforum States, Kosovo,
South Korea, Lebanon,
Switzerland, Macedonia,
Turkey, Liechtenstein,
Tunisia, Ceuta, Melilla,
Chile, West Bank and Gaza
Strip, Moldova, Montenegro,
Morocco, Egypt, Norway,
Faroe Islands, Iceland, Israel
and Overseas Countries and
Territories.
This notice, as with
Notice 827, has been

*
*
*
*
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updated for new reciprocal
trade agreements.
Revenue & Customs Brief
26/13 VAT: Changes to
rules for zero-rating supplies
of goods for indirect export
outside the European Union
highlights that VAT rules
have changed for ‘Overseas
businesses without a UK
establishment who are
registered for VAT in the
UK and UK-established
businesses who supply
them with goods for export
to destinations outside
the European Union’. The
VAT Regulations 1995
have been amended to
extend zero rating to goods
supplied to businesses
registered for VAT in the
UK but established in
another country, where
those businesses export
the goods outside the EU.
This will assist export trade
by removing a requirement
for UK businesses and
their customers to
account for VAT.
The brief also highlights
that businesses can choose
to correct past transactions
and may wish to make
a claim to HMRC (under
section 80 of the VAT Act
1994) for repayment of VAT
incorrectly accounted for.
Notice 12A What you can
do if things are seized by
HMRC applies now and
replaces the September
2011 version. It provides
information about your
options if you have had
something seized by HMRC
or the Border Force.
Notice 236 Customs:
importing returned goods
free of duty and tax applies
now and replaces the June
2013 version. It explains the
process on how to reimport
goods to the EU using
Returned Goods Relief. This
provides total or partial relief
from customs duty, VAT or
CAP charges.
Notice 700/56 Insolvency
applies now and replaces
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demonstrate reasonable
* care’
You can find more at http://
tinyurl.com/hmrc-toolkit

ALLOWANCES, RELIEFS

AUTUMN STATEMENT
Business changes announced with the Autumn
Statement on 4 December will be available at
www.accaglobal/advisory

the May 2013 version.
It has been updated for
what HMRC describes as
clarifications in sections
7 and 17. These are that
‘VAT on realisation of
taxable stocks and assets
remaining at the date of
insolvency should normally
be accounted for on postappointment VAT returns,
including the final return
VAT 193’ and details the
‘requirements of Law of
Property Act (LPA) receivers
in accounting for VAT’.
Revenue & Customs
Brief 27/13 European
Commission investigation
into certain exemptions and
reliefs contained within the
aggregates levy highlights
that HMRC is considering
the UK’s obligations and
aims to advise businesses of
the actions required.
Notice 453 Gaming duty
applies now and replaces
the July 2012 version. The
notice has been rewritten

and now includes the
increased gross gaming
yield bands.
Further details of notice
changes can be found at
www.accaglobal/advisory

TOOLKITS

HMRC has updated its
toolkit suite of products.
HMRC states that the
‘toolkits provide guidance
on areas of error that HMRC
frequently see in returns and
set out the steps that you
can take to reduce those
errors.’ As the tax return
filing deadline looms and
even though the toolkits
have become overly long,
it might be worthwhile
reviewing them. HMRC
states that they ‘should help
you to:
ensure that returns are
completed correctly,
minimising errors
focus on the areas of
possible error that HMRC
considers key

*
*

The ‘Tax allowances and
reliefs – employees or
directors’ section of HMRC’s
website (http://tinyurl.
com/hmrc-relief) provides
a useful aide-mémoire for
employees completing
their tax return. The site
looks at tax relief for
business expenses that have
not been reimbursed by
employers. It looks at the
cost of professional fees
or subscriptions, business
travel and subsistence, tools
and specialist clothing.
The professional fees
and subscription section
highlights that ‘you may get
tax relief on professional
fees and subscriptions if:
you have registered,
obtained a licence or
become a member of the
organisation in question
because it’s necessary to
your work
HMRC has approved
the organisation.
You can find ACCA in the
approved list under C:
http://tinyurl.com/
hmrc-subs

*

*

CHARITIES

HMRC has updated its
guidance on Gift Aid small
donations and annexes ii
and vii of ‘Charities: detailed
guidance notes’.
The Gift Aid small
donations helpsheet is
designed for use by charity
fundraisers and treasurers
and uses a flowchart to
provide guidance on the
scheme. The updates
relate to non-charitable
expenditure and tainted
charity donation rules.
These are more detailed
and examples are used to
highlight treatments.
Further details at www.
accaglobal.com/advisory

»
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HELPLINE NUMBERS

You can find links to HMRC
helpline numbers at www.
accaglobal/advisory

LAW
PUBLIC BENEFIT

The Charity Commission
has issued revised guidance
on public benefit and has
instructed trustees that
they ‘must have regard
to this guidance when
administering their charity’.
The guidance is split into
three sections, which are:
‘Public benefit: the public
benefit requirement’
‘Public benefit: running
a charity’
‘Public benefit: reporting’
The guidance highlights
legal and regulatory
requirements. For
example, the ‘Public
benefit: reporting’
guidance explains the legal
requirement that charity
trustees must report on how
they have carried out their
charity’s purposes for the
public benefit. The guidance
explains in simple terms the
obligations. For example, in
‘Public benefit: reporting,
the section ‘How to report
on public benefit’ is split
into the following:
how to report on public
benefit
how to deal with public
benefit in the trustees’
annual report
how public benefit
reporting can help
charities
examples of public
benefit reporting.
The guidance should be
incorporated into charity
trustee induction packs. You
can find the guides at www.
accaglobal/advisory

*
*
*

CIS REPAYMENT CLAIMS FOR COMPANIES
HMRC’s top 10 recommendations, shown below, aim to speed up the currently very
slow Construction Industry Scheme (CIS) repayments to businesses:
Ensure the company’s Agent is authorised specifically for PAYE to act on its behalf
for CIS repayments. Form 64-8 is used for this purpose. Please send it to: HM
Revenue & Customs Central Agent Authorisation Team Longbenton Newcastle upon
Tyne NE98 1ZZ.
Double-check that the Unique Taxpayer Reference (UTR) and the company
subcontractor’s name are correct on all documents.
Check that all the company’s Payment and Deduction Statements that HMRC has
requested to process the claim are sent and that they are for the correct period.
If the company was incorporated during the year, ensure that its claim for
repayment is only for deductions taken from the company’s payments and not for
periods before incorporation.
Check that the CIS deductions taken from the company’s subcontractors are
correct and have been reported correctly on the monthly returns.
Check that the company has no outstanding returns (CIS300) in its capacity as a
contractor within CIS.
Ensure that form P35 or the final Employer Payment Summary (EPS) under
real- time information (RTI), showing CIS deductions taken from the company’s
payments, has already been submitted.
Submit any information requested within the timescale specified by HMRC, such as
following receipt of a ‘CIS suffered letter’ and include everything requested.
Where there are overpayments that do not relate to CIS, please verify how these
have arisen by providing supporting documentary evidence to HMRC along with the
company’s claim for repayment.
Where the company has ceased trading, remember to send in all outstanding
returns for the subcontractors.
You can find further guidance at http://tinyurl.com/hmrc-cis. In addition,
Construction Industry Scheme (CIS) repayment claims for limited company subcontractors
is available at http://tinyurl.com/hmrc-ltd

*
*
*
*
*
*
*
*
*
*
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IP SUPPORT

The Intellectual Property
Office (IPO) launched its
business advice tool in
October which aims to help
businesses identify and
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protect their IP. Protecting
business assets is vital
for success and growth
but research shows that
businesses are unaware
of the IP options. There
is also a misconception
that protecting IP rights is
prohibitively expensive.
ACCA has worked
with the IPO to produce
a new tool that supports
advisers and businesses.
The tool provides users
with information on how to
protect assets. It also allows
users to access a library of
IP materials that includes
business checklists for this
very important financial
reporting and tax area.
You can find more about
the tool and launch at www.
accaglobal.com/advisory

MONEY LAUNDERING

Practitioners should update
their money-laundering
procedures to reflect
the reporting change.
The new National Crime
Agency (NCA) will take
over all responsibilities
in relation to running the
UK Financial Intelligence
Unit. This includes
Suspicious Activity Reports
(SAR). The ‘SAR Online’
site will be accessible
via a link on the new
NCA website. See www.
accaglobal.com/advisory

EMPLOYMENT LAW

A new employment law
factsheet on employment
status is available. This
is part of the suite of
employment law factsheets
that are revised every six
months to reflect changes
in legislation and recent
case law. The factsheets
include model contracts
of employment and
can be found at www.
accaglobal/advisory
Read about employment
status in last month’s AB
(page 56) and at www.
accaglobal.com/advisory
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Pensions auto-enrolment
Follow our guide to ensure that you stay on the right side of the
auto-enrolment rules, which start to come into force next year
Businesses can
inadvertently fall foul
of the rules on autoenrolment, including not
preparing for staging
date, non-notification
and not understanding
‘worker status’.

Not preparing for
staging date
Knowing the staging date
is key. Employers with 50
to 249 persons will be
staged between 1 April
2014 and 1 April 2015.
Consider the staging date
and make sure it works for
your business. If it doesn’t,
consider bringing forward
or postponing automatic
enrolment. It is important
to take time to identify
existing pension schemes
and any changes that are
required. Look and assess
new schemes and approach
pension providers.
In its guidance on
postponement the Pensions
Regulator acknowledges
that ‘an employer could use
postponement to:
smooth the process
of staging, eg,
automatically enrol
groups of workers at
different points in the
three-month period
align automatic
enrolment with their
existing payroll
processes, eg, to
avoid calculation of
contributions on partperiod earnings, or to
maximise the amount
of the opt-out period
that falls before payroll
is run.’
They also list other
reasons why this may
help employers.

*

*

»
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Non-notification:
Automatic enrolment
registration
Within four months of your
staging date you need
to register. Research by
the Pensions Regulator
shows that awareness of
registration is low. Automatic
enrolment registration, which
isn’t automatic, requires the
employer to register through
the Government Gateway
and the following information
needs to be supplied to the
Pensions Regulator:
name of the employer
being registered
registration details
(company/charity
numbers or VAT number)
employer contact details
PAYE and pension
scheme details
postponement details
total number of workers
employed on staging date
eligible job holders
enrolled from staging date
number of workers who
were members of a
qualifying scheme on
staging date
other worker details
The Pensions Regulator also
highlights that fines may
apply where employers have
failed to register, even if
they have complied with
their other enrolment
obligations.

*
*
*
*
*
*
*
*
*

Worker status
The law applies to people
who work in the UK but
goes beyond the employee/
employer relationship as
it refers to workers. It also
contains earnings and
age criteria.
The key criteria to help
an employer are:
the worker’s age
whether the worker is
working or ordinarily
works in the UK under
their contract, and
whether qualifying
earnings are payable
in the relevant pay
reference period.

*
*
*
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The Pensions Regulator
has prepared a useful
flowchart that considers
worker age and eligibility.
It looks at the two main
categories: entitled workers
and jobholders. Jobholders
is then divided into eligible
and non-eligible jobholders.
The Pension Regulator’s key
employer questions are:
‘Is the member of staff
over 22 and under state
pension age?
Do they earn over £9,440
a year?
If the answer is yes, you will
have to automatically enrol
them into a pension scheme
and make contributions
towards it.’
Staff aged 16 to 74,
earning over £5,668 up to
and including £9,440 a year
and staff aged 16 to 21
who earn more than £9,440
have the right to opt into the
automatic enrolment pension
scheme. Workers aged 16 to
74 who earn £5,668 a year
or less also have the right to
join a pension scheme.
Complications arise
when considering who
is a worker. The detailed
guidance states: ‘The first
step for an employer is to
see if they employ anyone
classed as a “worker”.’
A worker is defined

*
*

as ‘any individual who
works under a contract of
employment (an employee),
or has a contract to perform
work or services personally
(ie, they cannot send a
substitute or sub-contract
the work) and is not
undertaking the work as
part of their own business.’
The guidance highlights
agency workers and points
out that ‘in the absence of
a worker’s contract between
the agency worker and
the agent or principal, the
agency worker may still be a
worker for the purposes of
the new duties.’
The section on personal
service workers states that
even where ‘an individual
does not work under a
contract of employment,
they may still be assessed
as a worker for the purposes
of the new duties if they
have contracted to perform
work or services personally
(this is sometimes referred
to as a “contract of
services”).’ It also stresses
that ‘employers should not
rely solely on a person’s
tax status when assessing
whether they are a worker.
An individual considered by
HMRC as self-employed for
tax purposes may still be
classed as a ‘worker’ under

the new employer duties
legislation, if they are in fact
working under a personal
contract of services.’
The guidance states that
‘no single factor, by itself, is
capable of being conclusive
in determining whether a
contract is “for services” or
“of service’.’ It then lists
a series of statements to
assist employers. These are
listed in a longer article on
the ACCA website.
Finally, workers need to be
working or ordinarily working
in the UK to fall within autoenrolment. This is broadly
a statement of fact as to
where the worker is based
and where the worker begins
and finishes their work. Once
again, the starting point will
be what the worker’s contract
of employment states.
Employers will need to
consider factors, highlighted
in the guidance as including
‘where the worker begins
and ends their work, where
their private residence is, or
is intended to be, where the
worker’s headquarters is,
whether they pay National
Insurance contributions in
the UK and what currency
they are paid in.’
You can see further
guidance at www.
accaglobal/advisory ■
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The view from

‘

I HAVE NOW SET A PLAN TO WORK ONLY TWO
DAYS A WEEK AND TO PLAY PROFESSIONAL GOLF
– THE MORE AUDACIOUS THE GOAL, THE BETTER’
TONY KENSINGTON, CEO, ASPIRATIONS, KENT
I always knew that I
would one day work for
myself because I was
often frustrated by office
politics getting in the
way of progress. I vowed
that if I ever had my own
business I would never
allow that to happen. So,
now that I run my own
business I encourage the
team to communicate with
each other if there is a problem and
not to let things escalate.
By giving the team purpose and
autonomy I believe that we get the
best out of each team member. This
in return means that they will deliver
the best possible service to our
clients. We agree their business and
personal goals, and have quarterly
prizes for those individuals who
have been nominated the most by
their colleagues. The criteria for
nomination are showing dedication and
commitment, doing an outstanding job,
demonstrating initiative, acting as a
team player and wowing the customer.
My biggest achievement to date has
been to move from a sole practitioner
and become a chief executive leading
a team of 10. As a sole practitioner
I was responsible for everything that
happened in the business. This move
has enabled me to spend more time
doing the things that are important
to me and my family. I now spend the
majority of my time working on the
business rather than in the business,
which has significantly improved my
work/life balance.
Two years ago I was working an
average of 60-plus hours a week
spread over six days a week. I felt
stressed and depressed, and heading

for an early grave. This was
until I joined the Added
Value Network. AVN is
an association of around
200 owner-managed UK
accountancy firms that
seeks to make them
more successful, more
profitable and to enjoy
what they do much, much
more – it’s at www.avn.
co.uk. With the help of
the AVN I transformed my business
into a profitable and sustainable
one. I changed the way that I priced
my services, increased the range of
services on offer by forming strategic
alliances with partners, and chose
which clients to work with.
I have now set myself a five-year
plan to work only two days a week,
to have 13 weeks of holiday a year
and to play golf as a professional
on the European Senior Tour. I was
once advised that the more audacious
the goal, the better, and never to sell
myself short. As Richard Branson once
said, if people don’t laugh at you and
call you mad, then you haven’t tried
hard enough.
Values are key when I deal with
my clients. If there was one piece
of advice that I could give to young
professionals it would be always to
be true to yourself, as that will show
through the level of service you
provide. I would also say that you
should be prepared to work hard, that
dedication is key, and that having a
vision and a clear goal will help you
through it. It is also key to have a
strong support network. ■
Interested in appearing on this page?
If so, please contact Eneritz Corral
eneritz.corral@accaglobal.com

SNAPSHOT:
FORENSIC
The role of a forensic
accountant is to investigate
fraud and suspected fraud,
or assist in its prevention.
Forensic accountants help
track down terrorist funds
and can even work on
acrimonious divorce cases.
According to Alan
McFarlane, director of Robert
Half Management Resources,
the perfect forensic
accountant ‘will be tenacious
in their approach and have
a strong determination to
establish firm evidence.
Strong communication skills
are also essential. Sometimes
forensic accountants will
give evidence in court as an
expert witness. Increasingly,
investigations are crossborder and a second language
(or more) is a big advantage.’
He adds that the jobs are
in London but spreading out
to the rest of the UK, and
that work can be carried out
remotely. ‘Large accounting
and consultancy organisations
will utilise people from offices
around the country, while
local forensic specialists
are being set up in most
major cities. We are also
experiencing a significant
upturn in interim roles across
the UK for selected projects.’

£52bn

Annual loss to the UK economy
from fraud, according to the
National Fraud Authority’s
Annual Fraud Indicator 2013.
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Supercharge your firm
Continuing their series on building a sustainable and successful practice, Andrew Jenner
and Phil Shohet explain how to appraise what your firm offers – and how to improve it
When the economy started its downward
curve, many accountancy firms felt they
were in a good place, and indeed firms’
results in 2008 seemed to bear that
out. Yet how many managing partners
predicted the extent to which the market
would fall and, more pertinently, had
a well-thought-out route to sustaining
profitability and remaining competitive?
Partners typically regarded steady
as she goes and not rocking the boat
as the norm in a downturn and failed
to maintain investment in marketing,
business development, training and IT.
Their firms now lack competitiveness
and face stalled profitability in a market
where price constraints abound, service
demands are higher and clients exhibit
more desire to move elsewhere.
Planning and a degree of innovation
are important elements in turning this
situation around, and strategic thinking
will help enable improvements. Partners
cannot be complacent – one of the
greatest dangers is assuming that all that
is needed is more of the same. Those
who are not already planning ahead are
likely to suffer as a consequence.
The keys to unlocking future
competitiveness are not hidden away
and there is much a firm can do to
improve its performance. British Cycling
is a good example: its success came
from a ‘marginal gains’ approach, as
coach Dave Brailsford explained: ‘If you
break everything down that goes into
riding a bike, and then improve it all by

DO YOU KNOW?
all your work profitable?
* IsIf not,
how can you make it
* profitable?
do you do it?
* IfCannot,youwhy
measure profitability?
* Is there a profitable market for
* this work in the longer term?
all your clients profitable?
* Are
Which are the most profitable?
* How do you measure client
* profitability?
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1%, you will get a significant increase
when you put it all together.’ The
recognition that there is always room
for improvement, that there is strategy
and execution of that strategy (with the
basics in place), along with discipline
and determination to succeed, was
British Cycling’s route to success and
applies equally to accountancy firms.
What this means is providing
services that customers are prepared
to pay for, adopting low-cost methods

Firms outside the top 60 cannot be
all things to all men; a focus on a more
limited range of services or sectors at
which the firm is good and for which it
is known, and with better use of their
relatively scarce resources, is likely to
be a more sensible and successful way
forward in the longer term. Organising
to provide clients with the advice and
service that they now require, at an
acceptable price and with an emphasis
on fast turnaround and service, has to

▌▌▌PARTNERS CANNOT BE COMPLACENT – ONE
OF THE GREATEST DANGERS IS ASSUMING THAT
ALL THAT IS NEEDED IS MORE OF THE SAME
of production, and ensuring efficient
organisation. Doing this gives partners
the chance to introduce new services,
improve working methods and adopt
efficient organisational structures.
The size of a firm does not affect its
efficiency, but many firms underperform
because of their operational structure.
This does not mean that a firm’s size,
structure and operations will need to
radically change if they are to become
more competitive. Better organisation
can maximise productivity with
minimum wasted effort or expense.
Accountancy practices are fortunate
to have GRF (gross recurring fees); for
most this year-on-year annuity is 80%
or more of turnover. The imperative is to
manage compliance and regulation, to
invest in technology to reduce costs and
increase efficiency, and to improve
recruitment and retention policies
(finding and keeping the best people for
the roles). These three things must be
combined through an operational
production line that ensures the right
person for the job, right methodology
for the work, right skill sets trained into
staff and improved use of IT to deliver
the finished product. The leverage this
brings is vital because leverage (and the
ability to delegate, which leverage
provides) is a key to profitability.

be the route forward for a profitable
business. In 2012 one small firm set
out to reduce turnaround time for the
average job – by the end of the year that
time was down from eight weeks to five.
The core services of audit and
accountancy, business and personal tax,
and business support (management
accounts, write-up, payroll, company
secretarial) are supplemented by
business advice, tax planning and
corporate finance. Think of that 80%
GRF: who should be dealing with the
production of this work and how best
can it be organised for quick turnaround
at reasonable technical proficiency? The
answer to the first question is ‘staff,
not partners’, and to the second is ‘by
adopting a divisional approach with the
right skills applied to the type of work’.
Setting up a production line with
an operations manager at the helm
fully utilises staff and gives them the
responsibility and incentive to perform.
It is not rocket science, but it does need
application and persistence.
Moving to lower-cost methods of
production puts the emphasis on
questioning productivity levels. Some
partners may not wish to become
more productive by adapting their role
to be less hands-on and more
advisory. Their comfort zone may not
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extend to this, with the result that it
may not be possible to profitably
deliver the lower cost and value-formoney services that clients want. But
the key questions are simple:
What should partners and staff do
more of, less of, better or differently?
Will all partners go the extra mile?
Are all partners putting more effort
into effective business development
(rather than expecting work to be
given to them on a plate by others)?
Are all partners trying to develop new
and enhanced skills to enable the
firm to better compete?
Are partners effectively measuring
performance so they can plan
productivity profitably?
Gains come from listening to clients,
asking how they are being looked after,
the services they will want in the future,
how they want them delivered and what
they are prepared to pay. If partners
ask, they will get positive feedback;
without this, they will always be at a
disadvantage. The same applies to
listening to feedback from prospective
clients, and those who refer work. What
clients really want is a good job done at
a reasonable price and to feel involved
with a partner who focuses on the
future for their affairs rather than
dwells on the past.
Listening enables a firm to look
critically at all services it provides
and to consider whether there will
be a profitable market for that work
in the future. This provides a basis
for realistic consideration of what the
firm must do to get into shape and
build long-term business. Armed with
the knowledge of what clients and the
market are going to require, a firm is in
a better position to take a realistic look
at itself and to answer the question:
‘What kind of practice do we need
to become if we are to successfully
compete in the future?’
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*
*
*
*
*

FOR MORE INFORMATION:

Where the views of some partners
may not be aligned with what clients
are telling the firm they want, then
a reappraisal of ‘what it takes to
succeed at this firm’ may be called for.
Otherwise the firm is unlikely to gain the
competitive edge it is seeking. ■

‘Time for a change’,
September 2013:
www.accaglobal.com/ab13
‘Strategy for success’,
October 2013:
www.accaglobal.com/ab30

Andrew Jenner FCCA and Phil Shohet
FCCA are directors, Kato Consultancy

Kato Consultancy:
www.kato.uk.com

We sell practices. We help practices grow.
TALK TO THE EXPERTS

national
coverage

www.maximiti.co.uk

0800 2800 321
aspire. advance. achieve
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Full circle
Tony Sarin FCCA, the man who shook up the accountancy sector with Numerica, has bought
a controlling interest in Clark Howes. He tells us about his past and present ventures
The announcement in June this year
was enough to cause a stir among
anyone who has been following the
accountancy profession for a while:
Tony Sarin, along with Tim Shaw
(who set up his own practice before
becoming a CEO in the sports, leisure
and charity sectors), had acquired a
controlling interest in Clark Howes,
an established firm with seven offices
in the South East. The new chairman
of a firm outside the top 60, with
offices in Bicester, Milton Keynes
and Buckingham among other places,
might not normally make headlines
in the accountancy press but this was
different – because Sarin is the man
behind Numerica.
Numerica, along with Vantis and
Tenon, were one of the main events
of the accountancy profession in
the late 1990s and early 2000s, not
least because they introduced an
entirely new business model. Out went
the partnership structure; in came
shareholders and a stock market
listing. For a while, the new companies
boomed but then it all went wrong –
spectacularly so, in some cases. As it
turned out, Accounting and Business met
Sarin just six days after RSM Tenon,
the last of the surviving consolidators,
collapsed, with its business
subsequently bought by Baker Tilly.
‘Whatever happened, they were a
brave experiment,’ says Sarin. ‘They
really shook the profession up.’

Where it all began
In joining Clark Howes, Sarin is
returning to his roots and, he stresses,
to what he knows. He qualified in the
1980s and worked his way quickly up
top 30 firm Morley & Scott in London,
reaching the management board in
1997. ‘I’m a technically competent
generalist rather than a superstar
at a specialism,’ he says. ‘I worked
out quite early on that being a good
rainmaker was a great way to climb the
ladder, so that’s what I did.’
An accomplished and dedicated
networker, Sarin was soon bringing in
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more business than any other partner.
A story in the Financial Times one
January morning in 1999, though, was
to take his life in another direction.
He recalls: ‘It was about the
flotation of a dotcom company called
Jellyworks, which was essentially an
investment fund. It had been valued at
multiple times its cash holdings and
that seemed extraordinary to me. I
realised that I could raise money, float
a company and end up with a valuation
greater than the original cash sum.’
In the space of just three months,
Sarin brought a technology fund,
Softtechnet, to the AIM stock market,

Numerica was an attempt to do just
that. While Sarin was at NewMedia
Spark he came across the first
consolidator Tenon, which floated in
1999, and spotted an opportunity.
‘It was an interesting idea, a quoted
accountancy practice, but I didn’t think
the Tenon model was quite right,’ he
says. ‘They were acquiring businesses
and crunching together a lot of midtier firms, whereas I thought a better
approach would be to start with a top
20 firm and use that as a platform to
acquire and grow.’
He did just that, beginning with Levy
Gee and two smaller practices, floating

▌▌▌‘I WORKED OUT QUITE EARLY ON THAT
BEING A GOOD RAINMAKER WAS A GREAT WAY
TO CLIMB THE LADDER, SO THAT’S WHAT I DID’
with the intention of investing in
software, technology and internet
companies in the UK and India.
These were the heady days of the
dotcom bubble, which was as close to
bursting as it could be. ‘I was being
interviewed on a morning business
TV programme as the company was
floated,’ says Sarin, ‘and watched the
shares head up from their launch price
of 20p towards the 70p mark. The
presenter asked me what it was like to
be head of a £100m business.’
The following day, Lastminute.
com floated and the internet bubble
burst. Within seven weeks Sarin had
negotiated the sale of Softtechnet
to a rival fund, NewMedia Spark,
for £33m, joining the board of the
merged company as chairman of India
operations. One of the striking things
about Sarin is that his timing (he would
call it luck) is always impeccable.
And that is why his return to
the profession at this point is so
interesting. For him, it’s all about the
business, and developing a model that
provides a return on the investment put
in, in terms of toil as well as cash.

Numerica in October 2001 and raising
£30m in the process. Within three years
Numerica was one of the 15 largest
accountancy providers in the UK, with
fees of almost £50m and more than
1,000 staff. But all was not well.

Profit share surrender
‘I realised probably within a year that
it was a very difficult business model
to sustain,’ he says. The crux of the
problem was that Numerica had to
acquire to grow, which meant that
the partners involved had to give up
their profit share and take a lower
salary in exchange for shares in the
company and the prospect of creating
a company with capital value.
‘They would agree to begin with but,
a couple of years down the line, start
to miss their higher salaries,’ he says.
‘It was very difficult indeed to keep
both the partners and the shareholders
happy. So I decided to sell Numerica
while the going was good.’ BDO and
Vantis bought the company in 2005.
The model, he adds, could work
but only in a high-margin practice
where partners are already earning
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a substantial sum. He maintains
that the primary reason for listing
an accountancy practice – the desire
to create capital value – is an issue
that still needs to be addressed. He
explains: ‘One of the biggest problems
for the profession is that it can’t
capitalise on its value. The partners
work hard, then retire and the next
generation takes over, and all the
partners get is their partnership capital
back, with nothing for goodwill. I do
think that people will look for a way of
achieving that goal.’

Clark Howes, of course, is on a
much smaller scale but Sarin and
Shaw, who will be managing director,
have a plan for growth – both organic
and through acquisition – that aims
for at least a quadrupling in size in the
next few years, which would take it into
the top 60 and possibly the top 50.
Clark Howes’ position as a regional
firm with a London office was
important to Sarin, as was his rapport
with its founder, Rodger French, who
remains as commercial director. The
staff are young and keen, and Sarin
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expects to focus on outsourcing,
particularly on US companies moving
into the UK.
He believes the mid-tier is about
to embark on more consolidation,
more multidisciplinary practices and,
perhaps, financial institutions taking
stakes in smaller firms. It certainly
feels like change is in the air and with
Sarin’s track record of being in the
right place at the right time, Clark
Howes could be one to watch. ■
Liz Fisher, journalist
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Building Kudos
ACCA members Michael Scott and Alun Morgan have created Kudos, a new international
network for accountancy firms that has one overriding focus: quality control

▲ THEN THERE WERE TWO…
Kudos has emerged from Scott and
Morgan’s training company PCP
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Later this month a select but
internationally minded gathering of
small accountancy firms will take
place in Manchester. It will be the first
conference for members of Kudos
International, a new network of firms
set up as a private for-profit company
by Michael Scott and Alun Morgan, two
ACCA members with huge experience
of advising practices on audit quality,
compliance and practice management.
Kudos International officially went
live on 1 October 2012. ‘This network
is based on quality control,’ Scott
says. ‘That’s the USP. You can only
join if you are prepared to sign up to
the quality control requirements. With
a lot of associations you just pay a
small annual fee and off you go.’ Firms
wanting to join Kudos are assessed for
their quality control standards before
getting the green light for admission.
The idea for the network grew out
of the work that Scott and Morgan do
through their company PCP, a finalist
in the ‘training provider’ category of
the British Accountancy Awards 2013.
‘We set up PCP 13 years ago as a
training company to provide compliance
services to firms of accountants,
particularly small and medium-sized
firms,’ Scott says.
PCP’s clients include ACCA, with
which Scott and Morgan have worked
on numerous products and workshops.
One of the more popular workshops,
a practical guide for audit compliance
for partners and managers, now runs
in Cyprus, Malta, Botswana, Malawi,
Trinidad, Barbados and the Bahamas,
as well as in London and Manchester.
‘Some of the firms we met began
asking us about setting up a network,
particularly in Cyprus, where a lot of
international work goes on,’ Scott says.
ACCA’s international reach has played
a key role in supporting the network,
as has the spread of International
Standards on Auditing, which make it
possible for firms in different countries
to work in the same way.
In the network’s first year, Scott and
Morgan have been working hard trying to
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attract members. Critical mass should
be achieved when around 10 firms are
on board, with 25 or 30 members being
a longer-term goal. As of October 2013,
Kudos International had seven member
firms: two in the UK and the others in
Cyprus, Indonesia, Ireland, Kuwait and
Trinidad. All are run by between one and
three partners. Many are ACCA firms
or have ACCA members. The Trinidad
firm, for example, the Aegis Group, is
owned by Angela Lee Loy FCCA, the
former Trinidad representative for ACCA’s
International Assembly.
‘Because of our close links with
ACCA and the work we have done with
it, we have tended to focus on ACCA
firms,’ Scott explains. ‘But you don’t
have to be an ACCA firm to join Kudos.’
Both Scott and Morgan have strong
ACCA ties, nevertheless. In the past
Scott worked in ACCA’s practice
monitoring department, conducting
audit regulatory visits to practices in
the UK and Ireland. Morgan is currently
a member of ACCA’s Global Forum for
Corporate Reporting.
Scott and Morgan’s backgrounds
in audit compliance, monitoring and
training position them well to help
smaller firms. ‘The advantage we have
over most other networks and training
companies is that we know exactly
what the regulators are after,’ Scott
says. ‘All our training is practically
driven. The workshops we run through
PCP are all about providing practical
assistance. We’ve taken that approach
into Kudos. We provide support tools,
audit programmes and quality control
material. If firms meet the criteria
set by Kudos, they shouldn’t have a
problem meeting the requirements of
their local regulators.’
Given Kudos International’s quality
control USP, Scott and Morgan
naturally wanted to gain membership
of the International Federation of
Accountants’ Forum of Firms. ‘The
major driver of quality control in audit
is IFAC,’ Scott says.
Forum membership requires
networks to agree to maintain quality
standards in line with the International
Standard on Quality Control (ISQC 1),
aimed at firms performing audits and
other assurance engagements. ‘The vast
majority of associations can’t join the
forum because they can’t demonstrate
they fully apply the requirements of
ISQC 1 across the entire network,’

Scott says. ‘Or they may have lawyers
as members. So it’s quite an exclusive
club.’ The majority of forum members
are big-firm networks, so Kudos’s
membership is a notable achievement.

‘Deliberate goal’
It was also a very deliberate goal. ‘We
went to see IFAC before our network
went live and managed to convince
them we had the ability to provide all
the quality-control services required,’
Scott says. The network also has
to comply with such procedures as
maintaining a central register of public
interest audits performed by member
firms. Kudos became a full member of
the forum in October.
The emphasis on quality control and
compliance with ISQC 1 is intended to
give network members confidence if
they need to refer work to another firm.
‘If everyone is using the same qualitycontrol programme and procedures
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While the ability to refer work with
confidence is an obvious benefit of
Kudos membership, there is a more
subtle but no less powerful one.
‘For smaller firms, there is the
possibility of a significant image
enhancement,’ Morgan explains.
‘Before launching Kudos we talked
to firms already in networks and
associations. It became clear
that while the primary driver for
membership may have been to gain
referrals, most have not received a
significant number of referrals as a
result. But they have seen a significant
benefit in terms of their image and
obtained new local work as a result.’
Launching the network has taken
a lot of hard work, starting with that
market research and the essential
business plan, including a forecast
P&L. Has all gone to plan? ‘Attracting
firms has been a greater challenge
than we anticipated,’ Morgan says.

▌▌▌‘THE ADVANTAGE WE HAVE OVER MOST
NETWORKS AND TRAINING COMPANIES IS WE
KNOW EXACTLY WHAT REGULATORS ARE AFTER’

across the network, you can be sure
that work will be performed to a
certain standard,’ Scott says.
Kudos monitors members’ quality
standards. ‘Every year firms have to
submit individual audit files for review
and every three years we visit them to do
a full review and grade the practice on
its compliance with ISQC 1,’ Scott says.
‘If they don’t meet our standards
they will be told to leave,’ Morgan
adds. ‘Not immediately – we will give
them some assistance to help them
meet our standards. But if they remain
non-compliant, they will leave.’

‘It takes firms a long time to make
decisions. With any new business –
and we found this with PCP – you can
plan over a period of months for the
startup, but the reality can be vastly
different from what you expect, no
matter how much research, thinking
and planning you do. The important
thing is how you adapt.’ ■
Sarah Perrin, journalist
FOR MORE INFORMATION:

kudosinternationalnetwork.com
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DATA PAGE
Bank Base Rates

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

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

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

Figures compiled on 7 October 2013

Retail Prices Index

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

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

Source: Barclays

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

November 2013

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

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

Existing Borrowers - Source: Halifax

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

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

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

13th January 1987 = 100

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

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

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

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

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

2005
188.9
189.6
190.5
191.6
192.0
192.2
192.2
192.6
193.1
193.3
193.6
194.1

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

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

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

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

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

2013
3.3%
3.2%
3.3%
2.9%
3.1%
3.3%
3.1%
3.3%

Source: ONS

HM Revenue & Customs Rates
“OFFICIAL RATE”*

Effective Date
6.3.99
6.1.02
6.4.07
1.3.09
6.4.10

Rate
6.25%
5.00%
6.25%
4.75%
4.00%

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

INTEREST ON UNPAID / OVERPAID
INHERITANCE TAX

Effective Date
27.1.09
24.3.09
29.9.09

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

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

Effective Date
6.12.08
6.1.09
27.1.09
24.3.09
29.9.09

Rate
5.50%
4.50%
3.50%
2.50%
3.00%

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

Effective Date
6.11.08
6.12.08
6.1.09
27.1.09
29.9.09

Rate
2.25%
1.50%
0.75%
0.00%
0.50%

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

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

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

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

Late Payment of Commercial Debts
From
1.1.12
1.7.12

To
30.6.12
31.12.12

Rate
8.50%
8.50%

From
1.1.13
1.7.13

To
30.6.13
31.12.13

Rate
8.50%
8.50%

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

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

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

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

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

2013
0.51%
0.51%
0.51%
0.50%
0.51%
0.51%
0.51%
0.52%
0.52%

3 MONTH INTERBANK - closing rate on last day of month

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

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

Courts
ENGLISH COURTS

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

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

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

Whole GB economy unadjusted
*Provisional

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

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

2012
238.0
239.9
240.8
242.5
242.4
241.8
242.1
243.0
244.2
245.6
245.6
246.8

2013
245.8
247.6
248.7
249.5
250.0
249.7
249.7
251.0

Source: ONS

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

2012
0.1%
0.5%
0.9%
2.4%
1.8%
1.4%
1.6%
2.3%
1.8%
1.3%
1.3%
1.3%

2013
1.1%
0.7%
-0.7%
4.4%
2.0%
1.0%
0.7%*

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

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

2013
519.8
524.3
530.6
540.6
543.2
550.8
556.7
550.5
553.1

Figures include bonuses and arrears
Source: ONS

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

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

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

All Houses (January 1983 = 100)

Exchange Rates

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

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

% Change Average Weekly Earnings

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

2006
193.4
194.2
195.0
196.5
197.7
198.5
198.5
199.2
200.1
200.4
201.1
202.7

2007
2008
2009
2010
2011
2012
2013

YEN
233
198
142
142
133
132
143

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

Source: Halifax
on last working day

€
1.47
1.25
1.08
1.12
1.13
1.20
1.18

2007
2008
2009
2010
2011
2012

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

€
1.36
1.04
1.13
1.17
1.20
1.23

Income Support Mortgage Rate
Effective Date Rate

Effective Date Rate

Effective Date Rate

17.12.06
18.2.07
17.6.07

12.8.07
13.1.08
16.3.08

18.5.08
16.11.08
1.10.10

6.58%
6.83%
7.08%

7.33%
7.08%
6.83%

6.58%
6.08%
3.63%

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

SCOTTISH COURTS

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

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

Data specially compiled for

by

the adviser’s portal

www.moneyfactsgroup.co.uk

The UK’s largest provider of savings and mortgage data

Tel: 01603 476 476
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The view from

‘

WE WON’T BE ABLE TO AFFORD ALL OUR
EXISTING SERVICES’ BECKY HELLARD FCCA,
DIRECTOR OF FINANCE & RESOURCES,
LIVERPOOL CITY COUNCIL
Government grant funding
for Liverpool City Council
is being reduced by 56.6%
in the period 2010/11
to 2016/17 – and
government grant makes
up 80% of our income.
Three years ago, our
budget was £723m and
it will be down to £550m
by the end of this year
and under £400m in three
years. We can’t get down to this level
of spending by achieving efficiencies.
Ours is a very sane organisation – it is
not as the image has sometimes been
portrayed in the past.
For the next three years we will not do
an annual budget and this year we
will do a three-year budget. We will
not do a hatchet job on services. It will
be priority-based and logical. Based
on our current costs and current
service delivery models we would
have no money for our discretionary
services, such as leisure services,
parks, regeneration, skills training
and culture. But there are a lot of
clever people around who can change
the way things are delivered, so there
is a very fundamental re-engineering
of our mandatory and discretionary
services taking place.
Every day is so different. I have very
different parts to my role. I support
our elected mayor and the cabinet
members. So I am in regular contact
with them as well as other members,
supporting the translation of their
political priorities into plans. I have
a statutory role safeguarding public
money, as you would expect.
I lead and manage my directorate,
taking responsibility for finance in the
broader sense and for procurement

and legal services.
I also work with the
other directors and I am
a corporate director,
leading on financial
management and
the budget.
I qualified in the private
sector with Coopers
& Lybrand, but I have
mainly worked in the
public sector. This has given me the
best of both worlds, managing the
public sector as a business. It’s great
because I don’t come at it with a
focus on public-sector accounting
rules. I am really pleased that I went
about my career in this way.
A lot of my role is about getting
real financial information, to make
the right business decisions. There
are a lot of analytics going on. We
are the first local authority in the
country to do a full analysis of
every service to establish which are
mandatory. That is a massive job.
We are sharing this with all the other
core cities in the country.
We are going more into financial
deals. Liverpool is filling the gap as
banks have retreated in terms of loan
finance and investment in regeneration
projects, ensuring regeneration of the
city moves forward and getting a good
return on our money.
I am seriously into physical exercise
and a serious Dales cyclist. I run
most nights and I do a lot of work
in the gym. One of my passions is
riding my horse and I co-drive in
road rallying. But I commute four
hours every day from my home
in the Dales. That only just leaves
me time to sleep. ■

SNAPSHOT:
HOMECARE
Too many local authorities
are commissioning care
services on price rather than
service quality, says the
Equality and Human Rights
Commission (EHRC). The
charity Leonard Cheshire
Disability adds that many
elderly people receive
15-minute daily visits that are
too short to meet their needs.
The EHRC concludes that
some provider contracts are
so tightly defined that care
packages are standardised,
failing to meet individuals’
specific needs.
Best practice in local
government allows a more
sensitive and appropriate
approach to be taken, says
the EHRC’s report, Close to
Home. Some councils are
‘finding innovative ways of
doing things differently,
rather than doing less of
the same’, it says.

£400m

The extra funds needed to
maintain care services at
current levels, according
to the Local Government
Association

£6.40

Average hourly pay for
care workers

£15.80

Average hourly pay across
public sector
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Surgery required
A recent European healthcare conference was abundant with misery facts and figures
from the impact of six years of austerity and the need to cut waste
The extent of waste in Europe’s
austerity-hit public health services
was one of the ‘elephants in the
room’ – a big issue seldom discussed
– identified by a professionals’
conference held in Brussels, Belgium,
in September.
The 150 delegates at the annual
conference of the European Public
Health Alliance (EPHA) heard that, on
average, between 3% and 10% of EU
national health system budgets was
thought to be lost through waste, and
in some cases the figure could be 30%.
‘There is no accurate picture because
a clear definition of what is meant
by waste is lacking,’ said Bernard
Hepp, president of the Brusselsbased European Healthcare Fraud and
Corruption Network, a not-for-profit
organisation whose 15 members
are healthcare and counter-fraud
organisations in 12 European states.
‘Nor do we have a full picture of the
nature and types of waste we’re up
against, although the most prevalent
are billing for services which were
not provided, over-prescribing, false
expenses and non-compliance of
various kinds,’ Hepp told
delegates.
Efficient
compliance
measures are
lacking, health
systems are

especially lacking in transparency
and there needs to be a robust legal
structure supported by unambiguous
guidelines, he added.
In its November 2012 report
on the benefits of responsible use
of medicines, the World Health
Organization (WHO) estimated that
more than half of prescriptions globally
represent what it calls ‘irrational use
of medicines’ – medicines prescribed,
dispensed or sold inappropriately. Half
of patients taking them failed to do
so correctly or discarded the dosage
without medical advice.
Hepp was speaking as it emerged
that the cost of residential care in the
UK had forced more than a million
families to sell their homes during
the last five years. That revelation,
based on a poll of
affected families,
was hailed in the
UK as one of
the first realistic
attempts to
quantify the care
funding crisis.

The conference was abundant
with misery facts and figures. Its
overarching theme was the impact
of six austerity years and it is fair
to say it was an agitated and
impatient gathering.
Some speakers warned of a
possible public health disaster if
deep cuts in basic services continue,
others called for nothing less than
a ‘revolution’ if budget pressures
continue indiscriminately.
The overall sentiment – that
governments ‘save the banks not
the people’ – could have come off
the placard of any street protest.
Delegates repeatedly dismissed EU
and national efforts to contain the
crisis as an austerity ‘experiment’
that has failed badly. Fabian Zuleeg,
chief economist at the European
Policy Centre, an independent
thinktank, said the fiscal crisis
would persist for at least the
next decade – rather longer
in the case of some EU members.
‘Fiscal concerns rule,’ he said, adding
that the social investment concept of
improving healthcare was hard to sell
to government ministers who hold
the purse strings, not least because
health budgets are not in the hands of
health ministers.
The conflict between quality and
cost is an argument that is beginning
to have an impact on public awareness
and this will certainly increase, Zuleeg
added. ‘We have to learn the lessons
from our experience of austerity. But
whatever happens, the future means
that resources are going to be limited.’

‘Strikingly inefficient’
While there has been no lack of
short-term government responses to
recessions across Europe, long-term
economic governance in the EU’s
Europe 2020 strategy is still in the
wobbly stage of construction,
Zuleeg suggested. Other
speakers noted that
there is not a great
deal of time left to
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fulfil the strategy – seven years, just a
bit longer than the crisis has already
lasted – even if the link between
economic policy and health is widely
acknowledged.
Many patients in Greece and
Portugal choose between eating
and buying their medicines, for
instance. Even before the crisis
Greeks and Portuguese in vulnerable
states of health were estimated
to be three times poorer than the
average population across Europe.
Ireland and Romania are also badly
affected, according to an official for
humanitarian organisation Doctors
of the World.
Yves Leterme, deputy secretarygeneral of the G20 nations’ thinktank,

costs between 1% and 3% of GDP
in most countries and 1% in the US.
Alcohol-related harm represents a
yearly cost to the EU of €125bn, the
equivalent of 1.3% of GDP.
Cancer accounts for 6.5% of care
expenditure in Europe.
She stressed: ‘Healthcare is not a
luxury.’ Countries that have made
reforms to promote better health by
encouraging better eating, exercise and
screening include, notably, Greece and
Hungary. Fiscal pressures help: last
year, tax increases on sugar, alcohol or
tobacco were implemented by 21 of
the 27 EU member states.
Policymakers’ dilemma is acute.
Everywhere patients’ expectations are
rising and everywhere funding lags

*
*

▌▌▌BETWEEN 3% AND 10% OF BUDGETS FOR
EUROPEAN NATIONAL HEALTH SYSTEMS IS
THOUGHT TO BE LOST THROUGH WASTE
the Organisation for Economic Cooperation and Development (OECD),
warned: ‘It will be a long time before
we see healthcare spending which
lives up to our aspirations. The present
fiscal reality is that there will be no
more spending on any items than there
used to be. Yet we still have systems
which are strikingly inefficient.’
Leterme said the largest spending
cuts in the last two years had been in
prevention, which accounts for only 3%
of EU health budgets, according
to the OECD. Yet prevention is excellent
value for money, not least because it
reduces long-term treatment costs and
keeps the working population more
productive. ‘It’s a great shame the
crisis has not inspired more reforms,’
Leterme said.
Other speakers were more upbeat
in their assessment that the crisis
could be used as a catalyst for
beneficial change. ‘Current difficulties
are a reason for action, not inaction,’
said Zsuzsanna Jakab, director of
WHO’s Regional Office for Europe,
in presenting the economic case
for health promotion and disease
prevention. According to Jakab:
Cardiac disease costs €169bn
annually, with healthcare accounting
for 62% of these costs.
Obesity, including diabetes care,

*
*

behind cost increases (EU healthcare
cost inflation averages 4% in real terms
annually). Nevertheless countries can
do more with less providing they bear
in mind that savings do not always
amount to greater efficiencies, said
Sarah Thomson, senior researcher
at the London hub of the Brusselsheadquartered European Observatory
on Health Systems and Policies, which
reviews facts, figures and trends on
national health systems.
So far, these pressures have not
brought about calamity. Wage restraint
has been responsible for a quarter of
the savings already made in the sector
– though this may be only a temporary
bonus – according to David Bennett,
chief executive of Monitor, the health
services regulator in England.
Some of the low-hanging fruit – the
more easily achievable savings – has
been picked but harder choices will
have to be made from now on, he
added. Shorter hospital stays and a
move to out-of-hospital care venues
must be a priority ‘combining with new
and different ways of integrating care’,
he suggested. Even so, ‘the absolutely
enormous challenge’ is the estimated
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funding shortfall in England of between
£41bn and £51bn by 2021, he said.
Almost a quarter of chronic cases
are related to mental health, which
should be given a sharper focus,
conference delegates agreed, not least
because smoking, excessive drinking,
diabetes management, unsolvable
debt and suicide rates (up by 13% in
Ireland and 17% in Latvia and Greece
since the economic crisis began)
are all frequent elements in mental
healthcare, not including dementia.

Focus on well-being
‘We’re struggling to get people to pay
attention to mental health,’ admitted
David McDaid, research fellow in
health policy at the London School
of Economics. ‘There would be huge
payoffs to business if companies paid
more attention to mental health and
psychological well-being,’ he said.
As it happens, the Healthcare
Financial Management Association
(HFMA), England’s professional body
of health and social care finance staff,
has published a new guide on mental
health services. HFMA president Tony
Whitfield said: ‘Mental health problems
directly affect about one-quarter of
the population in any given year. We
already know that life expectancies of
those who are afflicted can be 10 to 15
years lower than average.’
Is there any good news for health
authorities? The European Commission
in September reported increasing
demand for labour in the sector, with
employment growing almost annually
by 2% between 2008 and 2012.
Last year almost one million people
were hired to work in healthcare, and
personal care in health services ranks
as the fastest-growing occupation
in the EU. Also among the fastestgrowing occupations are nursing and
midwifery professionals, medical and
pharmaceutical technicians, and other
health-associated professionals such
as pharmacists and physiotherapists.
This is caused by the combination
of an ageing population, advances
in technology and treatments and a
greater emphasis on preventive care. ■
David Haworth, journalist
FOR MORE INFORMATION:

European Public Health Alliance: www.epha.org
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HOW NOT TO LOOK
LIKE A PLONKER
Malbec, Pinot Noir or Gewürztraminer? As the festive season kicks off, corporate financier
and wine guru Stewart Price FCCA offers some advice on navigating the wine list

Y

ou have all the company statistics at your fingertips
– product sales, market share, costings, profit
margins – things are going really well.
Suddenly, all eyes turn to you, the sommelier is
hovering at your elbow and everyone is waiting for you to
make a decision. The wine list becomes a blur of countries,
unknown producers and exorbitant prices.
What needs to look like a decisive, well-balanced
and knowledgeable choice suddenly becomes a
matter of significance by which you will be judged.
And until now, at this crucial moment of decision, you
hadn’t given it a second thought.

SOME DOS AND DON’TS
DO try to sneak an advance look at the wine list
* before
arriving at the venue
DON’T order the house wine or wine ‘by the glass’
* DO steer away from the predictable and be
* prepared to try the unfamiliar
DO go for the mid-range (and higher priced) wines
* for
better value
DON’T be afraid to ask the sommelier for advice
* DON’T forget to match the food with the wine
* DO make sure that the vintage you ordered is the
* one brought to the table.
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In an ideal world, given the time and a little
advance preparation, you would have browsed the
restaurant’s website and studied the wine list online –
or, if the restaurant was nearby, you could have called
in and maybe chatted with the sommelier to get some
advice. But you didn’t – and here you are, surrounded by
important clients, totally unprepared.

Red or white?
A good starting point will always be the choice of food, so
don’t order the wines until you know the food orders. The
traditional rule of ‘red with meat and white with fish’ may
still be the safest option if you are unsure of your wines.
There are exceptions to the rule, which is not set in stone,
and the ideal pairing depends much upon the style of
cooking and the sauce being served. Oily fish such as tuna
and salmon can take a not-too-tannic red wine such as a
Pinot Noir – and chicken and pork can go well with a creamy,
oaky Chardonnay. If diners are choosing a mixture of both
meat and fish dishes, then splash out on bottles
of both red and white wines if you need to (on
average, a bottle will serve six glasses).
It is better to avoid ordering wine served ‘by
the glass’ in restaurants. While this may seem
like good economics at the time, wine served
by the glass will not usually be one of the
restaurant’s better wines and may also have
been opened for some time – making the wine
seem ‘tired’ or possibly even oxidised.
The most contentious and infuriating
aspect of ordering wine in a restaurant is
the price. There has been much debate and
heated argument over the profit margins and
the prices charged for wines in restaurants.
There is no doubt that good profits are
made – often more than the profit margin
on food – but, despite taking all the additional
overheads of storage, breakages, wine service
and wastage into account, margins are still too
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often at the higher end
of what is acceptable.
Restaurateurs argue
that without the profits
made on wines the prices
charged for the food
would need to be much
higher. So wine drinkers
are, in a way, subsidising
the food menu prices.
But how do you avoid
feeling ripped off or,
alternatively, looking like
a cheapskate?
With very few
exceptions, avoid the
restaurant’s house wine.
What may seem like
good value is, in reality,
probably a very cheap,
basic wine with little
enjoyment to be had from
the contents of the bottle.
Except at the higher
end of the wine list,
where restaurants tend
to add a fixed mark-up
to the cost of the wine,
the rule of thumb is for the restaurant to charge somewhere
between two or three times the retail price of the bottle!
Bearing in mind that the restaurant pays trade price for
its wines, this can represent a profit of some 300%. The
value of the wine in the bottle (which is a whole subject
on its own), after excluding shipping, duty, VAT, importers’
profit, wholesalers’ profit, restaurant or retailer profit, cost
of bottling, labelling etc, is often shockingly minuscule at
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Cabernet Sauvignon. This
should provide better
quality and value, and
show your guests you have
imagination and style. Give
the emerging wine regions
a try – Argentina, Chile,
Turkey, the Balkans and
the Eastern Mediterranean.
That’s where restaurants
will hide away their better
value wines.
When the sommelier
brings the bottle to the
table and shows you the
label, do look at it and
make sure the year is the
same vintage as shown in
the wine list. That way,
you can avoid being
fobbed off with a wine
from a cheap parcel
bought by the restaurant
where a good wine has
been released too early or
where the wine is past it
and over the hill.

As a suggestion, maybe try…
White wines for most white fish dishes and chicken.
Riesling, Viognier or Gewürztraminer from Chile.
Sémillon from Argentina. Or try some of the interesting
looking whites from the Balkans.
Red wines for most meat dishes, tuna and salmon.
Malbec from Argentina. Carménère or Pinot Noir from
Chile. Zinfandel from the US. Or try some of the interesting
looking reds from Turkey or the
Eastern Mediterranean
If you are really struggling, a
helpful sommelier should be able to
come to the rescue with some discreet
suggestions in your price bracket.
How? Pick something interesting and
then point to the price in the wine list
and ask the sommelier if he or she can recommend that
or suggest an alternative.
In any event, never try to impress by appearing to
be more knowledgeable than you really are; there is always a
danger of coming unstuck!
However, by being imaginative, confident and decisive you
can take the stress out of ordering wines at any business
lunch or dinner – and start to enjoy yourself! ■

▌▌▌AVOID THE HOUSE WINE. IT’S PROBABLY A
VERY BASIC WINE WITH LITTLE ENJOYMENT TO
BE HAD FROM THE CONTENTS OF THE BOTTLE
the lowest end. So, just as you would now need to spend
between £7 and £10 in a supermarket or a wine merchant’s
to get a decent bottle of wine, you would need to spend
somewhere between £17 and £25 to get the equivalent
bottle in a restaurant. So you will get better value wine at
the middle to higher end of the wine list.
Steer away from the predictable and mundane, such as
Chardonnay and Sauvignon Blanc, by choosing a lesser-known
wine from a less traditional country. You won’t go far wrong
by choosing a Riesling or Viognier rather than a Chardonnay,
or alternatively a Pinot Noir or Malbec instead of the usual

Stewart Price FCCA is a corporate finance adviser and
independent wine writer
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Oxford Chicago
Valuation Programme
Introducing a unique executive programme that
goes beyond the basic techniques of valuation to
address how the challenges of the real world are
addressed, so better strategic corporate and
investment decisions can be made.
•

Bringing together the two leading finance
schools, uniting US and European valuation
methodology

•

Uniting the three essential strands of robust
theory, real cases and high level discussions

•

Providing solutions to the complexities of
valuation in growth capital, LBOs, distress
and infrastructure investment.

Apply now for:
17-21 March 2014 in London
10-14 November 2014 in Oxford
www.oxfordchicagovaluation.com
To learn more about the programme
contact steve.brewster@sbs.ox.ac.uk
or on +44(0)1865 422727
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Too much too young?
MBAs aimed at younger students without work experience are on the increase, but are
they worth it or are they devaluing the traditional master’s degree?
The demand in the market
for MBAs is moving away
from the classic MBA
towards classes for younger,
less experienced students.
According to the Graduate
Management Admission
Council (GMAC), which
administers the GMAT,
53% of Western European
test-takers in 2012 were
under 25, an increase of
13% from the 40% in 2008.
So what are these younger
students being tempted by,
especially as a traditional
MBA is usually taken by
those with considerable
work experience under
their belts?
In much of Europe the
Bologna Process, a set of
rules to standardise higher
education qualifications
adhered to by 47 countries,
has split the typical five-year
college degree combining
a bachelor’s and master’s
into two separate degrees.
A lot of the younger people
now applying for business
school are graduates from
three-year bachelor’s degree
programmes trying to
upgrade with a master’s.
Business schools have
now started to call these
offerings ‘pre-experience’
master’s degrees to
distinguish them from the
classic MBA – meaning no
full-time work experience is
needed prior to obtaining
the degree.

According to GMAC,
last year 46% of Western
European citizens taking
the GMAT sent their score
reports to pre-experience
programmes (compared
to 24% in 2008).
In the UK, the London
School of Economics offers
a two-year pre-experience
Master’s in Management
which, at £16,700 a year,
gives students coming
straight from degrees a
business education.
In Spain, IE Business
School offers four fulltime pre-experience
master’s, some available
both in English and in
Spanish, and has students
from 88 nationalities
(with about 50% from
Latin America).
So why has there been
this increase in uptake?
Is a pre-MBA something
you should consider? And
what does it mean for the
uptake – and value – of a
traditional MBA?
The fact is, it’s tricky to
get onto an MBA course
straight from university.
Many MBA programmes
require at least several
years of experience (the
Association of MBAs, one
of the main international
accrediting organisations,
will not accredit an MBA
programme that accepts
candidates without
experience).

»

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.
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The best course
programmes from the top
business school will accept
only a relative handful of
young graduates.
There will, of course, be
cost considerations. With
work experience employers
are more likely to subsidise

As well as an increase
in pre-experience master’s
programmes globally,
there has also been an
evolution of specialised
programmes, which may
be of particular interest to
finance professionals. For
example, this year INSEAD

▌▌▌‘IT’S GREAT THAT PEOPLE
CAN BENEFIT FROM A FOCUSED
EDUCATION WITHOUT HAVING TO
WORK FOR A FEW YEARS FIRST’
your pursuit of an MBA.
Stacy Blackman of Stacy
Blackman Consulting Inc
says: ‘It’s great that people
can benefit from a focused
education without having to
work for a few years first.
This might be helpful to
someone just entering the
job market and wanting to
work in various capacities.’
Blackman does not
think the introduction
of pre-experience MBAs
will negatively impact the
number of people going on
to take full MBAs later.
‘The traditional MBA
will come into play once
those people have worked,
and perhaps realise that
they want to switch careers
or move on to a role with
greater leadership or in
general management,’ she
says. ‘Business is so broad
and there are so many people
pursuing different types of
careers – there is great need
for this type of education early
on, and also later. They are for
different types of people and
don’t necessarily compete.
‘If an individual is focused
on working as an accountant,
the pre-credential might be
exactly what they are looking
for and very appropriate.’

launched a Master in Finance
degree with 33 participants
from the US, India, Australia,
Singapore, Canada, South
Africa, China, Korea, Germany
and the UK, mainly from
financial institutions, industry
and consulting. It is, says the
school, ‘designed to provide
experienced financial industry
professionals with the skills
to advance their careers and
make greater contributions
to their organisations’.
Meanwhile the school
is keen to differentiate the
new offering from preexperience MBAs. Peter
Zemsky, interim dean, adds:
‘Our Master in Finance
degree is a striking departure
from those pre-experience
programmes offered
elsewhere. It is intended for
experienced professionals
desiring greater strategic
knowledge that deepens
their understanding of
global finance.
‘The complexities of
global finance have grown
more pronounced, with
financial models undergoing
rapid change that demands
even greater expertise from
working professionals.’ ■
Beth Holmes, journalist
FOR MORE INFORMATION:

‘Growing with the social flow’, AB.UK, May 2013
www.accaglobal.com/ab33
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US MBA MARKET STRUGGLING
Global demand for MBA talent saw an increase this
year, as did MBA pay, but the market remains weak in
North America, according to a new report.
The QS TopMBA.com Jobs & Salary Trends Report
2013/14 shows that employers hired 14% more
MBAs in 2013 than 2012, mainly in Asia, particularly
China and India.
In North America, though, the increase in hiring
MBAs was only 2% in the same period, while MBA
salaries in the region actually fell by 1% to $90,602.

LEARN TO FIGHT CORRUPTION
MBA students may soon have a chance to learn all
about fighting corruption and bribery.
The Principles for Responsible Management
Education (PRME), a UN-sponsored initiative,
recently launched an anti-corruption curriculum
for MBA programmes at its fifth annual summit in
Bled, Slovenia. Business schools all over the world
have signed on to pilot the curriculum, but wider
distribution will take place next year.

From Chartered Accountant at KPMG
to Mergers & Acquisitions at
a private healthcare provider:

“The Bath MBA

taught me how to network.
The alums and my
classmates were fantastic,
connecting me with
influential people
around the world.”
Sarah Tatham.

Kick start your future with the Bath MBA.
Ranked 2nd in the UK (The Economist’s Which MBA? 2013).

Apply now for 2014.
01225 383851
www.bathmba.com

Accounting degrees
About the University
The University of Gloucestershire
is located in the south west of
England, only two hours from
London and one hour from other
major cities in the UK.
It is a medium-sized university with
around 10,000 students and is one
of the safest universities in the UK.
The University of Gloucestershire is
a Gold-approved learning partner
for the ACCA qualification.
Our undergraduate courses
give you significant exemptions
from the ACCA Fundamentals
papers and our postgraduate
course in Accounting enables
you to study concurrently for the
Masters and the Professional
level ACCA papers.

Undergraduate courses
We offer the following
undergraduate courses:
• BA Accounting and
Business Management
• BA Accounting and
Financial Management
Sample modules:
• Management Accounting
• Financial Accounting
• Financial Economics
• Business and Company Law
• Auditing
• Taxation
• Corporate Accountability
Work placement:
• Optional work placement
year in high-profile
accountancy-related
companies such as IBM, Sony,
Marks & Spencer and Xerox.

Postgraduate courses
MSc Accounting and
Financial Management
This course explores advances in
accounting and corporate finance
through practical and research
focused modules:
• Financial Reporting
• Contemporary Issues in
Accounting
• Corporate Accountability
• Strategic Management
• Leadership through Design
MBA Business Administration
Today’s fast-paced complex
business environments, demands
creative and innovative leaders
and managers with the ability to
build sustained business growth.
Our MBA course provides you
with enhanced management
and leadership skills to ensure
you are equipped to meet
these challenges.

www.glos.ac.uk/international
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Your career, your needs
Results from ACCA’s bi-annual training needs analysis survey helps us to identify and
understand your training needs. Here is a snapshot of the latest findings
Nearly 4,500 members from
123 countries took part
in our bi-annual training
needs analysis (TNA)
survey earlier this year. The
results help us identify and
understand your training
needs, allowing ACCA to
review and develop its
products and services.

Technical skills
Despite the variety of
work undertaken by ACCA
members, business sectors
generally agree on the top
five technical skills required.
For the first time
financial management
was identified as the most
desired technical subject,

ACCOUNTING AND BUSINESS

▌▌▌FOR THE FIRST TIME FINANCIAL
MANAGEMENT WAS IDENTIFIED AS
MOST DESIRED TECHNICAL SUBJECT
reflecting the continuing
economic challenges facing
businesses. Corporate
reporting, risk management,
management accounting
and budgeting, and business
advisory also proved
popular. Local tax regulation
and law remain important in
the biggest markets.

Business skills
Analysis, leadership,
management,

communication and
change management were
considered to be the most
important business skills
for each sector. The only
exception here was with
members who work in public
practice; they saw building
client relationships as their
most important skill.

Learning methods
ACCA members use a wide
range of learning formats.
For the first time reading
articles/books online was
the most popular learning
method, followed by workbased learning, face-to-face
courses and reading hard
copies of articles/books.

The future
Thanks to all who took part
in the survey. Our analysis
will help us to provide you
with the most appropriate
CPD opportunities. ■
FOR MORE INFORMATION:

www.accaglobal.com/cpd
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Events
ACCA UK runs an exciting programme of talks, lectures and workshops across the
country. Here are some of the highlights of both upcoming and recently held events
MEMBERS’ NETWORKS
MANAGING
CORPORATE RISK

13 November, London
This meeting will discuss
the risks affecting corporate
entities. The event will cover
credit risk and ways of
mitigating the risk,
disaster recovery, the
complexity of export credit,
how to manage risk in
exporting, and litigation
risk in the context of the
UK’s drift towards a US-style
litigation system.

DIVERSITY OF THINKING
AND THE CRISIS
14 November, Edinburgh
This joint business lecture
with IIA Scotland will see
author and commentator
Jonathan Ledwidge show
why examining history is a

much better way to predict
financial crises than the
analysis of mathematical
models. Learn first-hand
how this way of thinking
could benefit you and
your business.

WHAT’S NEXT FOR
ZOMBIE COMPANIES?

19 November, London
ACCA is holding a highprofile debate about the
demographics, economics
and the turnaround
prospects of the UK’s
zombie companies, with
input from some of the
country’s top economists,
credit-rating agencies and
turnaround professionals.
If you have an interest in
the micro-economics of
the recovery, then this
event should be a must
on your agenda.

▲ VALUE PACK

Alastair Thomson (second
from right) with NCN panel
members

NORTHERN NETWORK
Alastair Thomson FCCA, dean of Teesside University
Business School and chairman of the Institute of
Directors in the North East, was guest speaker at
ACCA’s Northern Counties Network’s annual business
lunch in Newcastle on 27 September. He reminded
ACCA members and guests of their professional skills
and the added value they bring to businesses.

PROFESSIONS WEEK
Over 15 professional bodies joined forces to hold the
first ever Professions Week starting on 21 October.
The aim was to increase awareness of the professions
among 14 to 18-year-olds. The week also provided
teachers and career advisers with materials to help
young people make informed career decisions. A
reception including skills minister Matthew Hancock
and Sarah Hathaway, head of ACCA UK, was followed
by a series of activities across the country involving
schools, colleges and other institutions.

SOCIAL IMPACT BONDS
ONE YEAR ON

growth, future challenges
and opportunities for
SMEs, Welsh government
support and key strategies
for business in Wales, and
many more. The gala dinner
will be hosted by the BBC’s
Frances Donovan. It offers
you the chance to listen to
and question Rob Howley,
assistant coach of the
Welsh Rugby Union and
the 2013 British and Irish
Lions winning team, and
Martyn Williams, Wales’
most capped forward and
former British Lion.

28 November, London
Last year, Tony Eccles,
a driving force behind
the social impact bonds
initiative and founder and
development director at
Social Finance, gave an
introductory talk on this new
model of financing public
services. One year on, he
will return to talk about the
progress made with the
scheme. This free event will
discuss how the initiative
will add social value and
how appropriate structures
will need to be created to
accommodate it.

PROFESSIONAL
COURSES

ACCA CYMRU WALES
CONFERENCE AND
GALA DINNER

RESIDENTIAL
CONFERENCE FOR
PRACTITIONERS

28 November, Cardiff
Sponsored by the University
of South Wales, this ACCA
Cymru Wales national
conference is aimed at
professionals in all sectors.
It will offer a chance to learn
from experts and keep up
to date with such key issues
as strategies for business

22-23 November, Leicester
This conference offers
12 units of continuing
professional development
in a relaxed and sociable
environment, providing you
with the perfect opportunity
to update your knowledge
on current developments
in the profession. ■
FOR MORE INFORMATION:

www.accaglobal.com/uk/members/events
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108th ACCA AGM:
19 September 2013
Minutes of the 108th annual general meeting of ACCA held at 29 Lincoln’s Inn Fields,
London WC2, on Thursday 19 September 2013. Barry Cooper, the president of the
association, took the chair and there were 54 members of the association present
1 NOTICE AND
AUDITORS’ REPORT
The notice of meeting and
the auditors’ report on the
accounts for the period 1
April 2012 to 31 March
2013 were taken as read.

2 MINUTES

The minutes of the AGM
held on 20 September
2012 and published in the
November 2012 issue of
Accounting and Business were
taken as read, and signed
as correct.

3 RESOLUTION 1

Adoption of the report of
Council and the accounts for
the period 1 April 2012 to 31
March 2013
Barry Cooper gave his
presidential address
and asked Helen Brand,
chief executive, to give a
presentation. He then invited
questions and comments on
the report and accounts.
The president drew
members’ attention to the
statement which had been
circulated and which showed
that valid proxy votes had
been cast in respect of
Resolution 1 as follows:
For 3,483
Against 44
The president then put the
resolution to the meeting
and, on a show of hands,
declared it carried, the votes
being cast as follows:
For 40
Against 0

ACCOUNTING AND BUSINESS

4 RESULT OF BALLOT
FOR ELECTION OF
COUNCIL MEMBERS
The scrutineer’s report
and the number of votes
received by each candidate
in the ballot for the election
of members of Council were
reported, as follows:
1. Kenneth Henry
2,674
2. Lynne Hunt
2,654
3. John Cullen
2,533
4. Lorraine Holleway 2,508
5. Dean Lee
2,488
6. Mark Millar
2,417
7. Hemraz Hoolash
2,247
8. Katerina Sipkova
2,233
9. Fergus Wong
2,209
10. Matilda Crossman 2,075
11. Mohd Nasir Ahmad 1,992
12. Kholeka Mzondeki 1,918
13. Tom Murray
1,904
14. Nisreen Rehmanjee 1,754
15. Peter Fee
1,708
16. Ladislav Hornan 1,684
17. Amy Yung
1,666
18. Brendan Sheehan 1,450
19. Diarmuid O’Donovan		
		
1,446
20. Michelle Pendergast		
		
1,423
21. Frankie Ho
1,180
22. Monica Liljeroth 1,172
23. Fred Alale
944
24. Tatiana Gavrilyuk
937
25. Samreen Ashraf
911
26. Haseeb Akram
882
27. Christine Sahadeo 852
28. Leo Mucheriwa
766
29. Michael Schlombs 761
30. Mubashir Dagia
746
31. Kwame Antwi-Boasiako
		
716
32. Aamer Allauddin
696
33. Adeel Mushtaq
678
34. Ajith Lekshmanan 465
35. Bob Siakalangu
392

The president, therefore,
declared the following
members elected or reelected to Council:
Matilda Crossman
John Cullen
Kenneth Henry
Lorraine Holleway
Hemraz Hoolash
Lynne Hunt
Dean Lee
Mark Millar
Tom Murray
Kholeka Mzondeki
Mohd Nasir Ahmad
Katerina Sipkova
Fergus Wong

5 RESOLUTION 3

Appointment of auditors
The president reported that
Council recommended that
BDO, chartered accountants
and registered auditors,
be reappointed as the
association’s auditors. He
then invited questions on
Resolution 3.
The president drew
members’ attention to the
statement which had been
circulated and which showed
that valid proxy votes had
been cast in respect of
Resolution 3 as follows:
For 3,364
Against 161
The president then put the
resolution to the meeting
and, on a show of hands,
declared it carried, the votes
being cast as follows:
For 41
Against 1

6 RESOLUTION 4

Bye-law amendments
to ensure that ACCA’s
disciplinary bye-laws remain
fit for purpose in light of
developments in regulatory
case law and best practice
The president invited
questions on Resolution
4. He drew members’
attention to the statement
which had been circulated
which showed that valid
proxy votes had been cast
in respect of Resolution 4
as follows:
For 3,374
Against 148
The president then put the
resolution to the meeting
and, on a show of hands,
declared it carried, the votes
being cast as follows:
For 42
Against 2
The president thanked
members for their
attendance and declared
the meeting closed at
1.55pm. ■
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▲ ARRIVAL

▲ NEW VP AND NEW DP

▲ INCOMING, OUTGOING

▲ STAIRWAY FOR SEVEN

At the AGM dinner were Jenny Gu
and Kholeka Mzondeki
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Respectively, Alexandra Chin and
Anthony Harbinson

New president Martin Turner (left)
with Barry Cooper (right)

Some of the AGM dinner guests at
the Queen’s House, Greenwich

Council highlights
Meeting chooses new president, deputy and vice president for the coming year
Council held a meeting
on the morning of 19
September 2013 at which
it considered a number of
important issues.
It received the regular
report from the chief
executive on ACCA
strategic developments, the
organisation’s performance,
key market developments
and research and insights,
and technical activities.
It formally ratified the
decision not to go ahead
with the mutual recognition
agreement with IMA
(Institute of Management
Accountants). It also agreed,
however, that, regardless of
the decision to terminate
the agreement, ACCA should
continue the global strategic
partnership with IMA.

Council agreed to
appoint Antony Townsend
as a lay member of the
ACCA Regulatory Board.
It also received reports
from a number of its
standing committees.
Council then held its
annual meeting in the
afternoon of 19 September,
following ACCA’s 108th
annual general meeting.
Members voting at the AGM
gave overwhelming support
to the various resolutions
before the meeting, including
proposed bye-law changes
designed to ensure ACCA’s
disciplinary bye-laws remain
fit for purpose in light of
developments in regulatory
case law and best practice.
The AGM minutes are shown
on the opposite page.

At the annual Council
meeting, Council chose
ACCA’s officers for the
coming year. ACCA’s new
president is Martin Turner
and he will be supported by
Anthony Harbinson (deputy
president) and Alexandra
Chin (vice president).
Council also welcomed
seven new members whose
election was declared at
the annual general meeting:
John Cullen (who is based in
the UK), Lorraine Holleway
(Qatar), Dean Lee (China),
Tom Murray (Ireland),
Nasir Ahmad (Malaysia),
Katerina Sipkova (Czech
Republic) and Fergus Wong
(Hong Kong). Council now
has members based in
17 different countries and
over one-third of these are

female, thus reflecting the
increasing diversity of the
organisation as a whole.
Council took a number
of other decisions at its
annual meeting:
It approved Council
standing orders for
2013/14, in accordance
with the bye-laws.
It chose three Council
members to serve on the
Nominating Committee
in 2013/14 along with
the officers.
It agreed a Council
work plan and a set of
objectives for the Council
year 2013/14.
The next meeting of Council
will be held on 23 November,
and will immediately follow
the 2013 meeting of the
International Assembly. ■

*
*
*
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70%

Percentage of a survey of
300 investors who would
consider that companies
reporting in real time
would have an advantage
in attracting investment.
See page 35.

President outlines plans
Martin Turner FCCA describes his aims for his term in office,
which include a focus on helping to build global standards
Health sector management
consultant Martin Turner
FCCA has taken the reins
as ACCA’s president
for 2013/14. Anthony
Harbinson FCCA has
become deputy president
and Alexandra Chin FCCA
vice president.
‘My focus for my
presidential year will be to
work with ACCA’s Council
and staff to ensure the
organisation continues to
deliver on its strategic aims
in a challenging climate,’
said Turner. ‘I will also focus
on work that promotes and
discusses global standards.’
Turner qualified
with ACCA in 1976 and
became a fellow in 1981.
He is currently a freelance
management consultant

PUBLIC
SECTOR

advising the health sector
in countries including
Iraq, Kazakhstan, Nigeria
and Serbia. He was
previously chief executive
of Adelaide Health Service
in Australia, and a chief
executive in the UK’s NHS.
Read his president’s
column on page 22 and
more on ACCA’s AGM on
page 62.

ABOUT
ACCA
ACCA is the global
body for professional
accountants.
We aim to offer
business-relevant,
first-choice
qualifications
to people of
application, ability
and ambition around
the world who seek a
rewarding career in
accountancy, finance
and management.
We support our
162,000 members
and 428,000
students throughout
their careers,
providing services
through a network
of 89 offices and
active centres.
www.accaglobal.com
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ACCA is holding its
International Public
Sector Conference on
5 December at the
Inmarsat Conference
Centre in London.
The event will explore
the direction of public
sector financial
reporting around the
world; and rebuilding
public trust through
improved financial
reporting.
Although the
conference is now fully
booked, you can watch
it online on the ACCA
website the following
week. For more
information please
email extevents@
accaglobal.com

PRACTISING
CERTIFICATES

ACCOUNTING FOR THE FUTURE
ACCA’s online annual conference, Accounting
for the future, took place last month and is still
available to watch online.
Using live webcasts and videos, finance leaders and
experts share the latest insights on how businesses
can maximise value. Topics include risk management,
corporate culture, reporting for investors, finance
transformation, the CFO role, future career pathways,
tech trends and SME growth. Read about the
conference on page 38 and find out more at
www.accaglobal.com/accountingforthefuture

Members who hold
practising certficates
(and/or insolvency
licences) valid in the
UK or Ireland can now
renew them online.
To renew online as
an individual, simply
log into your myACCA
account. Firms’
renewals can also be
submitted online. If
you are the nominated
contact partner/
director, log into
myACCA using your
firm’s ACCA reference
number and passcode.

Get up to speed
in record time,
and get back to
doing what you
do best: growing
your business.
Annual Update for the Accountant
in Industry & Commerce 2013
10 convenient dates and locations
Running over 2 days, this intensive update will provide you with a comprehensive summary of
the key issues in tax, financial reporting and company law that you need to know for 2013/14.
Each session features practical advice and real life examples to ensure you are prepared for the
everyday compliance challenges facing your business. That’s why over 600 people every year
rely on this course to keep them up to date on changes of vital importance to their business.
With hundreds of pages of detailed and genuinely useful take-home notes, expert speakers,
12 hours CPD, and networking in a relaxed and stimulating environment, this two-day course
will get you up to speed in record time.

Register now, because you’ve got better things to do than worry about CPD.

Books
Online Reference
Software
Fee Protection
Consultancy
Advice Lines
CPD

Visit www.cch.co.uk/aic for details and to book your place,
email cch@wolterskluwer.co.uk or call 0844 561 8166
CCH is a trading name of Wolters Kluwer. Registered in England and Wales, No 450650. Registered Office: 145 London Road, Kingston upon Thames, Surrey KT2 6SR.
Wolters Kluwer (UK) Ltd is authorised and regulated by the Financial Conduct Authority.
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Get verifiable cpd
units by reading
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