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REACH FOR THE STARS
He may not travel to work in the Millennium Falcon, but 
a day at the office for this month’s cover interviewee 
Chris Naisby FCCA could still involve bumping into Luke 
Skywalker or Princess Leia.

Shooting on the next Star Wars film is scheduled to 
start next month at Pinewood Studios, where he has 
been group finance director since 2012.

It’s an exciting role, but Naisby warns aspiring movie 
accountants that if  their sole motivation for getting into the film industry is to mix 
with stars, then that’s not going to work. ‘This is a business like any other. I have 
to look at the big stars and productions as products,’ he says. 

According to the Confederation of  British Industry, the UK has the largest 
creative sector in Europe, contributing 6% of  GDP, employing over two million 
people and exporting over £16bn annually. It is also forecast to play a bigger role 
in the future. Pinewood is no exception. Naisby is at the heart of  the studio’s 
move to double its size, with 15 new studios at a cost of  £200m.

But running a studio is only one of  a number of  financial career opportunities 
in the film industry. This month we also take a look at the role of  production 
accountants, who work on each film or TV programme to manage the finances. 
We provide some tips on how to get into the industry, and talk to those already in 
such roles to get a taste of  what life is like on set.

They play a vital role, often as the producer’s right-hand man or woman, but it 
can be tough. Budgets are massive and shooting is time-pressured and expensive, 
with multiple pitfalls. Multi-location projects can involve handling different currencies, 
incentives, languages, tax and financial reporting regulations. Creative as well as 
financial skills are required, and as it’s a freelance career, so is networking ability.

But those who are successful will enjoy roles at the heart of  great creative 
endeavours in a UK industry that looks set for a bright future.

Chris Quick, editor, chris.quick@accaglobal.com
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▼ IN THE DRIVING SEAT
The UK is the biggest market in Europe and 
the second biggest globally for Ferrari cars, 
pictured at last month’s Geneva Motor Show  

▼ SUPER TROUPERS
Abba’s image was partly 
influenced by tax laws 
enabling deductions against 
outlandish costumes, a new 
official book suggests

▲ REACH FOR THE STARS
Sir Richard Branson has restated that his 
spaceship will have its first commercial voyage 
this year. Almost 700 people have booked a trip 
on Virgin Galactic’s SpaceShipTwo
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◄ UNCERTAIN FUTURE
As the situation in 
Ukraine remains tense, 
demonstrators hold Russian 
flags during a rally in the 
disputed region of Crimea

▼ BEST FOOT FORWARD
Jérôme Kerviel, the former Société Générale trader convicted of 
fraud that led to record losses at the bank, is walking 1,400km 
from Rome to Paris to protest against the ‘abuses’ of finance 

► PLASTIC FANTASTIC
Star of The Lego Movie, Will Arnett, attends 
the Los Angeles premiere. Lego plans to set up 
centres in London, Singapore and Shanghai to 
make the Danish toy company more international

▼SCOTLAND SHOULD STAY
Ahead of September’s referendum on Scottish 
independence, Ben van Beurden, CEO of Royal 
Dutch Shell lays out his argument for Scotland 
remaining part of the union. See page 24
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by a tax tribunal as being 
created only as ‘a means 
of  securing tax relief’. The 
scheme had been based on 
Moyles losing £1m in selling 
used cars to the value of  
£3,371. Other high earners 
had used a similar scheme. 
After the case, Moyles 
apologised and said he had 
relied on professional advice.

EY UNITES MIDLANDS
EY is closing its Nottingham 
office from July and 
relocating most staff  to 
its main Midlands office in 
Birmingham. A spokesman 
for EY said: ‘We believe 
we can grow our Midlands 
practice more successfully 
from one location rather 
than two.’ The firm said 

VODAFONE CALLS PwC
Vodafone has appointed 
PwC as its auditor in place 
of  Deloitte, following a 
tender. PwC will take on 
the role from the 2015 
year onward, subject to 
approval by shareholders at 
the company’s AGM. PwC 
also won the audit for FTSE 
250 electronics company 
Electrocomponents, where 
KPMG had been the auditor.

INDIA MOVES TO IFRS 
India is to make 
International Financial 
Reporting Standards (IFRS) 
mandatory for companies 
with a net worth greater 
than 1,000 crore rupees 
(US$162m) from April 2015. 
A second implementation 
phase will run from April 
2016 for companies with a 
net worth above 500 crore 
rupees (US$81m). The 
move to IFRS requires a new 
Companies Act. Some listed 
Indian companies already 
report using IFRS.

NO TO MOYLES’ SCHEME 
A tax avoidance scheme in 
which BBC radio and TV 
personality Chris Moyles 
claimed to be a used car 
dealer has been rejected 

the move did not signal 
withdrawal from the East 
Midlands market, but was 
triggered by the adoption 
of  more flexible working 
practices and the lease 
on the Nottingham office 
coming up for renewal.

PwC BUYS MOKUM
PwC has acquired Mokum, 
an IT consultancy that 
specialises in implementing 
Oracle applications, 
managed services and 
related software. The 
acquisition is a continuation 
of  the firm’s strategy to 
strengthen its technology 
expertise and embed it in 
its broader consultancy 
provision. About 160 Mokum 
employees in London and 

Manchester will join PwC, 
including two as partners. 
Ashley Unwin, head of  
consulting for PwC UK, said: 
‘The deal complements our 
current Oracle capability 
which, combined, will 
comprise one of  the largest 
Oracle technology practices 
in Europe.’ 

INFO EXCHANGE
A new global standard for 
the automatic exchange 
of  financial information 
has been published by the 
OECD. It is intended to help 
G20 countries improve their 
collection of  taxes on funds 
held offshore. Jurisdictions 
will obtain information from 
their financial institutions 
and automatically exchange 
it annually with other 
jurisdictions. ‘This is a real 
game changer,’ said OECD 
secretary-general Angel 
Gurría. ‘Globalisation of  
the world’s financial system 
has made it increasingly 
simple for people to 
make, hold and manage 
investments outside their 
country of  residence.’ Forty 
countries are committed to 
introducing the standard. 
More at http://tinyurl.com/
OECDexchange

News round-up
This month’s stories include India’s IFRS move, PwC’s acquisition of IT consultancy Mokum, 
and an OECD global standard for governments to exchange financial information

ROLLS-ROYCE RESTATES 
Aircraft engine maker Rolls-Royce will have to restate 
its 2012 accounts and adjust its 2013 figures to cut 
£40m from its pre-tax profits for that year. Following a 
review, the Financial Reporting Council instructed Rolls-
Royce to change its accounting treatment of risk and 
revenue-sharing arrangements with partner suppliers. 
The arrangements relate to research and development 
contributions by partners that the company showed as 
income. They will now be reported as contributions to 
R&D investment that will be amortised over time.

NEW CHAIRMAN FOR KPMG
John B Veihmeyer is KPMG International’s new global 
chairman, succeeding Michael Andrew, who has become 
seriously ill. Andrew has been chairman since May 
2011 and will continue as co-chair of the Australian 
B20 Working Group on Anti-Corruption. Veihmeyer is 
chairman and CEO of KPMG’s US firm and will continue 
in these roles. He said: ‘My focus will be continuing 
to strengthen our global reputation for quality and 
professionalism, as well as our status as one of the 
world’s great places to work and build a career.’
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COSTS AND CLIENTS KEEPING SMPs AWAKE
European small and medium-size practices polled at the end of last year by the 
International Federation of Accountants (IFAC) revealed that their chief concerns 
during the year were pressure on fees and winning and holding onto clients.

AUDIT PROPOSALS
Most respondents also 
thought companies 
would welcome the 
auditor communicating 
significant risks to 
them (graphic, left), and 
that every audit report 
should contain a specific 
statement on going 
concern (graphic, right) 
even when no issues had 
been identified.
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‘INVEST TO GROW SMEs’
Governments must invest in 
education and infrastructure 
if  their SME sector is to 
grow, says ACCA’s Global 
Forum for Small and 
Medium Sized Enterprises. 
The discussion forum’s 
policy paper Innovations in 
access to finance for SMEs 
argues that governments 
must encourage financial 
literacy among SMEs, 
remove uncertainty in 
regulation and improve 
SME knowledge of  funding 
sources. The study found 
that businesses and 
investors have lost faith in 
banks, which are less able to 
lend to small firms because 
of  capital and liquidity 
restrictions. The report is 
at www.accaglobal.com/
smallbusiness

 
CHINA AUDIT APPEAL
The Chinese affiliates of  the 
Big Four firms – Deloitte, 
EY, KPMG and PwC – have 
appealed against their 
six-month suspension 
from auditing US-listed 
companies. The appeal will 
be heard by five Securities 
and Exchange Commission 
law judges, following the 
original decision by an SEC 
administrative law judge. 
The suspension was the 
result of  the firms’ refusal 
to release to the SEC 
audit papers of  Chinese 
companies listed in the US, 
claiming that to do so would 
violate Chinese law. The 
suspension will not apply 
while the matter is being 
appealed and the case could 
eventually go to the US 
Court of  Appeals.

WOMEN LEAD JOBS HUNT
More women than men 
are seeking accountancy 
jobs for the first time ever, 
say recruitment adviser 
Randstad. Last year, 51% of  
candidates registering with 
the agency were women, 
up from 47% in 2012. 

Randstad credits the change 
to women choosing the right 
courses at university and the 
success of  firms’ diversity 
programmes. Women are 
likely to outnumber men 
across the professions in 
the future: 58% of  university 
applicants in Britain last 
year were women. 

REPORTING WARNING
Companies reporting under 
IFRS are too often influenced 
by subjective management 
views, such as the treatment 
of  restructuring costs, S&P 
has warned. ‘In our view, 
investors and other users 
of  financial information 
should exercise professional 

scepticism and carefully 
scrutinise underlying 
earnings and exceptional 
items before reaching their 
own view of  a company’s 
performance,’ said the 
ratings agency. S&P called 
for improved disclosures, 
more prescriptive and 
specific guidance for » 

l Agree       l Disagree       l Uncertain

Pressure to lower fees

Attracting and retaining 
clients

Keeping up with new 
regulations and standards 

Work-life balance

Rising costs

Competition

Ability to adapt to changing 
client needs

Attracting and retaining 
staff

Succession planning

Keeping up with new 
technology
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EU REFORMS DIGITAL VAT 
VAT on digital sales is to be charged from next 
January according to the country in which an EU 
customer is based rather than where the seller is 
located, under reforms agreed by the bloc. The move 
could lead to digital businesses relocating from 
low VAT countries such as Luxembourg (pictured) to 
countries where there are more consumers, such as 
the UK, Germany and France. The move is expected 
to generate hundreds of millions of euros in tax 
revenues a year for these governments.

TRENDS

Source: Federation  
of Small Businesses
www.fsb.org.uk

conditions, recruitment 
adviser Hays has revealed. 
There is also rising demand 
in the NHS because of  
structural reforms, such as 
the formation of  clinical 
commissioning groups. 
Randstad predicts the UK 
will need an extra 80,000 
qualified accountants by 
2050 to meet likely demand. 
Hays reported only modest 
increases in pay offered by 
firms, but rival recruitment 
adviser Marks Sattin said 
companies have had to raise 
salaries as industry demand 
is eroding employee loyalty.

NO CURRENCY UNION
Scottish voters have been 
told Scotland will not be 
part of  a currency union 
with the rest of  the UK if  
they vote for independence. 
Chancellor George Osborne 
said: ‘If  Scotland walks 
away from the UK, it 
walks away from the UK 
pound.’ His warning was 
backed by the Labour and 
Liberal Democrat parties. 
However, in an extension of  
devolved powers within the 
UK, ministers have given 
approval to the Scottish 
Government to issue its 
own investment bonds.

HMRC vs AUDITORS
HMRC is increasingly 
investigating and challenging 
companies’ interpretation 
of  accounting standards, 
tax law firm Pinsent Masons 
has said. Partner Heather 

auditors, and greater auditor 
assurance of  underlying 
earnings and exceptional 
items. An S&P study of  non-
financial FTSE 100 company 
reports found 89% adjusted 
profits and in 73% of  cases 
this boosted operating 
profits. More at http://
tinyurl.com/IFRSwarning

ESG STANDARDS
Sustainable accounting 
standards have been 
issued for the financial 
services industry by the 
Sustainable Accounting 
Standards Board. The 
provisional standards deal 
with environmental, social 
and governance (ESG) issues 
including customer privacy; 
data security; integration 
of  ESG factors into credit 
risk analysis; investment 
management and advisory; 
and responsible lending 
and debt prevention. The 
standards are for listed 
companies in the US in 
the asset management 
and custody, banking, 
consumer finance, 
insurance, investment 
banking, mortgage finance 
and security, and security 
and commodity exchange 
sectors. More at http://
tinyurl.com/sasb-erg

ACCOUNTANT SHORTAGE 
The shortage of  qualified 
accountants is growing 
as firms take on staff  
to ready themselves 
for improved economic 

Self  explained: ‘When a 
company’s accounts are 
audited, the auditors check 
that the standard has been 
applied properly. It is quite 
dangerous ground for HMRC 
to now go on, where they 
decide they don’t agree 
with the application of  
the accounting standard. 
They are pitting themselves 
against the auditors.’
 
FAIR TAX MARK
The first three businesses 
have been awarded the Fair 
Tax Mark, indicating their 
commitment to transparent 
and responsible approaches 
to business taxation. Unity 

Trust Bank, Midcounties Co-
operative and The Phone Co-
op have all been given with 
the world’s first independent 
fair tax recognition. The 
scheme has been supported 
by Margaret Hodge, chair 
of  the House of  Commons 
Public Accounts Committee, 
who said: ‘The reaction to 
the revelations about the 
tax practices of  big names 
like Starbucks, Amazon 
and Google shows that this 
is an issue the public really 
cares about.’ 

WHISTLEBLOWING CALL
Boards need to ensure 
company whistleblowing 
practices are adequate, 
the Chartered Institute 
of  Internal Auditors has 
warned. An IIA survey found 
that only 69% of  heads 
of  internal audit could 
confirm their organisation’s 
whistleblowing procedures 
were effective, even though 
92% of  the organisations 
had arrangements in place. 
More than half  of  staff  
responsible for implementing 
whistleblowing procedures 
had no training in how to » 

£1,531 
Average cost 
to each small 

business in the  
flood-hit areas

£831m 
Total cost of  the recent 

flooding to small 
businesses, including 

reduced demand, 
transport disruption 
and staff  absences
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The law on workplace pensions has changed. Every employer must comply.  
Use our online planning tools to find out what you need to do and by when.
Visit www.tpr.gov.uk/actnow
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US$10m SETTLEMENT FOR RIRI
Rihanna has won US$10m in a lawsuit against her 
former accountant Peter Gounis of Berdon, a New 
York-based firm. The singer, who lodged the suit in her 
real name of Robyn Fenty, claimed US$35m for bad 
advice, but a lower figure was agreed out of court. The 
court papers alleged that her accountant had advised 
her to buy a US$9m house, which required more than 
US$1m of improvements, at a time when her financial 
circumstances were very weak. She had to sell the 
house subsequently at a US$2m loss.

January 2011.’ She said 
the company would not 
comment on the allegations 
in the media.

TCHENGUIZ PAPERS
Grant Thornton partner 
Steve Akers and director 
Mark McDonald have been 
ordered by the Court of  
Appeal to hand over reports 
on Vincent and Robert 
Tchenguiz. The brothers 
were arrested by the Serious 
Fraud Office, which had 
been shown the reports. 
A court case launched by 
the brothers found the SFO 
had used unlawful search 
warrants in raids on their 
properties. Costs were 
awarded against Akers 
and McDonald, the joint 
liquidators of  some of  the 
companies in the Tchenguiz 
structure, who said they 
would continue to recover 
assets held by companies 
connected to the brothers. 

TRUST DISCLOSURE
Details of  family trusts are 
to be publicly disclosed, 
following amendments 
to anti-money laundering 
legislation agreed by 
European Parliament 
committees. The 
amendments will extend 
the scope of  the law to 
cover all family trusts. 
George Hodgson, deputy 
chief  executive of  the 
Society of  Trust and Estate 
Practitioners, said: ‘The 
decision is a disappointing 

do so. The IIA said that weak 
whistleblowing procedures 
opened organisations to 
a range of  risks including 
accounting fraud, corruption, 
negligent safety practices 
and workplace bullying.

RANGE EXPANDED
The Sarbanes-Oxley Act’s 
whistleblower protection 
covers contractor and 
subcontractor staff  and 
not just listed companies’ 
own employees, the US 
Supreme Court has ruled. 
Staff  of  a contractor to 
Fidelity Management and 
Research had claimed they 
had suffered retaliation 
after alleging a fraud at 
Fidelity. The ruling exposes 
accountancy firms providing 
services to listed companies 
to liability for retaliation 
arising from whistleblowing.

G4S ACCOUNTING ROW
G4S has been accused of  
accounting irregularities 
by the former finance 
director of  its Care & Justice 
subsidiary. Malcolm Batki 
claimed at an employment 
tribunal that he was 
instructed to manipulate 
accounts to maximise profits 
in the 2009 year. A G4S 
spokeswoman said: ‘We take 
any allegation made about 
the company or its staff  
very seriously. Regrettably 
Mr Bakti has been pursuing 
G4S unsuccessfully in legal 
proceedings since his role 
was made redundant in 

outcome and seems to 
be based on a complete 
misconception of  how trusts 
are used by most families 
in the UK. It will potentially 
impose bureaucratic 
burdens on millions of  
families in the UK and 
require them to publicly 
register details of  plans they 
may have put in place to 
provide for family members.’

NHS TRUSTS IN RED
The number of  NHS 
foundation trusts in deficit 
nearly doubled last year, 
the annual report of  the 
regulator, Monitor, has 
revealed. While 21 were in 
deficit at the end of  2012, 
the figure rose to 39 at 
the end of  last year. Those 
39 trusts had a combined 
deficit of  £180m, although 
taken collectively foundation 
trusts had a surplus of  
£135m. Foundation trusts 
achieved efficiency savings 
of  £867m in the first nine 
months of  the last financial 
year, which is £185m less 
than their target. Two-
thirds of  NHS hospitals are 
foundation trusts.

LLOYDS IN TAX BATTLE
A dispute between the 
Lloyds Banking Group and 
HMRC could cost the bank 
£1bn after the tax authority 
rejected its tax treatment 
of  the winding down of  its 
Bank of  Scotland (Ireland) 
subsidiary. Lloyds will have 
to pay an extra £600m in 

tax and write off  a £400m 
deferred tax asset if  it does 
not win its case. The bank 
said it was confident that it 
would be successful.

CASH ACCOUNTING PUSH
HMRC is encouraging more 
micro-businesses to move 
to simple cash accounting 
systems to cut costs and 
avoid having to engage 
accountants. Cash-basis 
accounts can be used by 
sole traders and other 
unincorporated businesses 
if  their annual income is less 
than £79,000. Simple cash 
accounts show cash received, 
less money spent on 
allowable business expenses. 

SCEPTICAL ON EPSAS
FEE, the European 
Federation of  Accountants, 
has told the European 
Commission that it ‘does not 
seem to be entirely logical 
and cost-efficient’ to develop 
European Public Sector 
Accounting Standards 
(EPSAS) when international 
standards (IPSAS) already 
exist. It said that while 
IPSAS are not yet complete 
– they fail to consider social 
benefits – they have gained 
widespread acceptance. FEE 
doubts that the European 
Commission can develop 
EPSAS and build consensus 
for them in a timely manner.

RSA MULLS SHARE ISSUE 
Insurance business RSA 
Group may launch an 
£800m share issue to cover 
£200m in losses in its Irish 
subsidiary and to improve 
its capital position following 
the floods in Ireland and 
Britain. RSA had said 
that the losses in its Irish 
operations were the result 
of  an accounting fraud but 
former executives in charge 
of  the Irish business have 
denied any wrongdoing. ■

Compiled by Paul Gosling, 
journalist

12 NEWS | ROUND-UP

ACCOUNTING AND BUSINESS



www.sage.co.uk/confidence


FOCUS | INTERVIEW

ACCOUNTING AND BUSINESS

14



LEADING ROLE
As FD of iconic film and TV studio Pinewood Shepperton, Chris Naisby has seen the 
business extend its global reach as well as make ambitious plans for its UK expansion

£36.6m
Pinewood revenue for the six-month period 
ended 30 September 2013.

£130m
Amount of fixed assets under Pinewood 
Group’s control.

1,500
Number of productions Pinewood has 
supported in its 77-year history.

100,000 sq m
Size of the planned extension to Pinewood, 
to include 15 new studios and stages at a 
cost of £200m.BA
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excited by the job and proud of  where he works. ‘Pinewood 
is an iconic British brand like the Mini, Rolls-Royce, Burberry 
or Fred Perry,’ he says. ‘It is vital that we attract great film 
productions and make the right investments that add core 
value and appeal to the business and our identity.’    

This is why recent financial developments have proved so 
important. Naisby personally pushed through Pinewood’s 
refinancing of  its core debts with Lloyds and RBS banks, 
allowing it to borrow £50m until 2016, which will go some 
way to helping fund the key changes the group wants to 
implement. Likewise, the decision to delist from the London 
Stock Exchange’s official list and relist on AIM has brought 
further funds, alongside an important £5.4m placing of  
new ordinary shares. Both moves have seen a change in the 
structure of  the stakeholders. 

Equity shares
The Peel Group now has a controlling stake in Pinewood with 
58%. Three senior figures from that property investment 
company sit on Pinewood’s board as non-executives and are 
involved in the discussions about Pinewood’s strategies but 
haven’t pushed through any changes themselves, Naisby 
says. The remaining key shareholders are Warren James 
Holdings with 26.69% and the Isle of  Man Government 
with 9.90%. »

C
hris Naisby FCCA has been finance director of 
Pinewood Shepperton for only two years, but 
has already overseen, among other things, the 
refinancing of core debts, a delisting and relisting 

of the group, completion of the latest state-of-the-art 
and second biggest stage to date (known as ‘Q’ in the 
16 largely alphabetic stages on the site), the opening 
of studios in the Dominican Republic and US, a joint 
agreement with Chinese company Seven Stars, and a move 
to finance British independent films. And, with plans to 
double the size of Pinewood UK, Naisby faces his biggest 
challenge yet.

‘It’s been a really busy time with so many developments 
both here and abroad, but fortunately I’ve been at Pinewood 
for 13 years, so already have a good relationship with 
the banks, business and board, and have had an active 
involvement in the progression of  the changes,’ says Naisby.

Indeed, he is used to handling pressure. When 
Naisby first joined the UK’s leading film and TV studio 
in August 2001 as finance manager, Pinewood had just 
acquired Shepperton Studios, and he was immediately 
tasked with implementing group reporting, functions, 
processes and procedures for the joint entity. A few years 
later, Teddington Studios was also incorporated into the 
Pinewood Group, leaving Naisby and his team to keep 
financial control of  dozens of  stages and hundreds of  
staff  spread over nearly one million sq ft of  studio space 
across three sites.

Blockbusters in the background
Fortunately, he has managed to keep a level-headed 
approach throughout while climbing the ranks of  the finance 
department, and avoided being distracted by the glitz and 
glamour of  major Hollywood blockbusters, from Skyfall to 
The Bourne Ultimatum, filming outside his window. ‘This is a 
business like any other,’ he says. ‘We’ve got £130m of  fixed 
assets under our control. We prepare an annual budget, 
monthly board reports, management accounts and report to 
the stakeholders. I have  to look at the big movie stars and 
productions as products,’ he insists.

Naisby’s ACCA training has also proved invaluable when 
balancing the books, compiling reports, handling cashier, 
accounts payable, payroll and purchase/sales ledgers 
and maintaining financial competence on the job. It’s not 
all about the figures, though, and Naisby admits to being 
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*‘If your sole motivation for 
getting into this line of business is 
to mix with stars then that is not 
going to work. Be clear that finance 

is the area you want to work in and 
that you will have to work hard to 
achieve your aspirations.’

*‘Be prepared to go in at the bottom 
rung and display attributes of hard 
work and enthusiasm, and people will 
tap into that and support you.’

*‘Balance crunching numbers with 
the desire to engage in the film 
world around you. There are so 
many different, interesting areas of 
the business to get involved in and 
understand, from set design to visual 
effects work. All of them require 
financial management.’

The reason for the latter’s involvement is that Pinewood 
took control of  the Isle of  Man Media Development Fund, 
worth £25m, to help support British independent films and 
TV programmes through Pinewood Pictures. Recent films 
to have benefited from the fund and the use of  Pinewood’s 
Studios include Dom Hemingway and The Christmas Candle.

The studio also set up Pinewood Productions to 
further support four low-budget films (between £2m 
and £10m) a year that shoot at Pinewood’s UK studios, 
investing equity up to 20% per film. ‘We recognise the 
importance of  supporting those starting out in the business, 
and, candidly, if  one of  them turns out to be the next Paul 
Greengrass [director of  two of  the Bourne blockbusters and 
Captain Phillips], we can say we helped them on their way,’ 
says Naisby. 

Pinewood has also been spreading its reach globally, 
setting up studios in Toronto, Malaysia, Germany and the 
Dominican Republic; Pinewood UK’s sales and marketing 
team places production clients at these sites and earns 
a fee in return. Naisby’s team handles the international 
relationships with those sites, ensuring the financial 
information flows back properly and in a timely fashion.

The new-build in Atlanta, US, is slightly different. 
Pinewood owns 40% of  the site and the US studio has its 
own finance team. It’s an impressive and ambitious location 
consisting of  five sound stages on 288 acres in Fayetteville, 
Georgia. That makes it bigger than Pinewood UK and 
Shepperton combined (170 acres). In addition, Pinewood 
announced in February that it will be setting up a 180,000 
sq ft studio in Cardiff, Wales.

Aside from new studios, Pinewood has also entered 
into a joint venture with Seven Stars Media in China, which 
will include coproduction opportunities for film and TV 
producers, creating film and TV diplomas in China, and 
developing financing and services for Chinese productions.

‘We are always looking to develop relationships 
with new territories, including potentially places like 
Australasia and Africa, as long as they add core value to the 
business,’ says Naisby.

Huge demand
All this growth and diversification comes at a time when 
Pinewood and Shepperton are enjoying huge demand from 
the US studios for their UK stage spaces; recent ambitious 
shoots include Les Misérables, Gravity (which won the lion’s 
share of  the spoils at this year’s Oscars) and Guardians 
of the Galaxy. One of  the major reasons for this influx of  
productions is the enticing film and TV tax credits. Films 
budgeted at £20m or more can claim a cash rebate of  up to 
20% of  UK spend. 

Naisby and his finance team work hard to ensure that 
potential productions are financially viable for Pinewood, 
and that Pinewood’s team of  200 creative, financial and 
technical workers on site are managed properly. 

‘The art for us is working out the earnings potential of  
each film,’ explains Naisby. ‘We’ll need to factor in what type 
of  production it is and whether they’re likely to be using 
ancillary services, such as the art department, production 
offices and dressing rooms. We target that for every pound 
spent on stages at least a further pound will be spent at 

TI
PS

2007
Financial controller, then group 

finance director.

2001
Joined Pinewood as finance manager.

1998
Financial accountant Blackwell Science 
Publishing.

1994
Gained ACCA Qualification while working 
for Pergamon Press (later Reed Elsevier) as 
a management accountant.

1990
Assistant accountant, ARC Conbloc.

1988  
Cashier TSB Bank. 
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▌▌▌’IT IS VITAL THAT WE ATTRACT GREAT 
FILM PRODUCTIONS AND MAKE THE RIGHT 
INVESTMENTS THAT ADD CORE VALUE AND APPEAL’

Pinewood. It is our responsibility to ensure these things are 
calculated as diligently as possible on a rolling basis.’

He also has to handle teams in administration, sales and 
marketing, management and scheduling of  the sites, as 
well as associated tradespeople. Productions typically come 
for six months, of  which a month is pre-production work, 

with around four months of  construction and followed by a 
month or less of  shooting.

‘Effectively, we’re managing 34 miniature building sites,’ 
says Naisby. ‘This comes with huge health and safety issues. 
Plus, if  a production has paid a considerable day rate and 
there’s a power failure at Pinewood, that’s a big deal. We 
need to be able to respond quickly.’ 

Driving out redundancy
Ultimately, the business is aiming for all Pinewood’s stages 
to be permanently busy, and for the studios to be able to 
accommodate further productions that they are currently 
turning away, simply because of  lack of  space. This is why 
the planned £200m extension work to Pinewood is so vital. 
The intention is to have 100,000 sq m of  new facilities, 
including 15 studios and stages, directly across the road 

from the current site in Buckinghamshire. The planning 
application has been subject to an inquiry, and a decision on 
Pinewood is currently awaited from communities secretary 
Eric Pickles.

‘We obviously think the extension is vitally important 
because there is a capacity issue in this country, and we 

want to continue to attract as many 
productions as possible. It will also 
create around 3,100 jobs,’ says Naisby.

Working out the cost and financing 
of  this expansion is top of  his agenda. 
The split is likely to be a mix of  equity, 
bank debt and infrastructure. But 
Naisby is quick to point out that it’s 

not going to be £200m upfront. It will be spread over the 
course of  15 years and areas of  the site will be developed in 
phases, becoming cash-generative. ‘We have detailed models 
that we’re refining in terms of  how the spend profiles will 
work, and therefore what the funding requirements will be.’

Pinewood is also looking to increase its ancillary services 
and revenue, building on its existing offer of  wardrobe, 
dressing rooms, production offices, a retail store selling 
consumables to productions, and a wood mill facility for 
set construction. ‘We’d like to also offer prop and costume 
construction, expand our post-production offerings into 
more visual and special effects, and increase our digital 
production services,’ concludes Naisby, as he’s quickly 
escorted away to put all the plans into action. ■

Chris Evans, journalist
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Working in movies is a dream 
that many accountants believe 

out of reach. But with the 
right ‘Jedi’ training and some 

creative flair, you could be 
rubbing shoulders with the stars
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Kevin Trehy, senior vice president of 
physical production, Warner Bros
‘In the film production machine, 
the accountant is a vital cog. The 
best ones don’t just present figures 
or problems on a page, but offer 
solutions and form relationships 
with the production team. They 
have to see things that are a little 
peripheral. Reading the script, 
walking on set and making creative as 
well as financial judgments can take 
accountants a long way.’

Iain Smith, producer
‘I don’t want an accountant to say 
“the computer says no”. I get them 
involved from the early stages of  
setting up a project. We break down 
the script, schedule it and budget it. 
We do that time and again throughout 
the process. Every month of  
preparation is a million dollars saved, 
and the accountant is crucial to that.’ 

John Graydon, partner, Saffery 
Champness
‘Films could be handling massive 
budgets of  US$250m or more, so it is 
important the production accountant 
helps control those costs. It’s not just 
a case of  recording the costs, but 

reporting where things could slide. 
They also have to tag expenditure 
to different fiscal incentives, and 
be predictive in terms of  spending, 
handle cast and crew payments and 
factor in problems on set. It’s a huge 
responsibility, combining sound 
financial and creative skills. Crunching 
numbers alone won’t cut it.’

Fran Triefus, director of training and 
development, The Production Guild
‘The production accountant has 
to understand where and how the 
producer and director can spend the 
money to create the film, but also 
rein them in to complete the project 
to budget. On multi-location projects, 
they also need to handle different 
currencies, incentives, language 
problems and financial reporting 
regulations. It’s a tough job.’

Dan Hillsdon, financial controller
‘You need to understand and live 
with risk, and handle change and be 
adaptable. You will be dealing with 
creative people at all levels, so you 
need to be personable and get along 
with a team. This will help you build 
your professional network, which you 
will need for your freelance career.’

THE IDEAL PRODUCTION ACCOUNTANTN
ext month sees the much 
anticipated arrival of Han 
Solo, Luke Skywalker and 
Princess Leia to Pinewood 

Studios as shooting begins on 
Star Wars Episode VII. Behind the 
scenes, pulling the strings, will be 
a host of finance professionals.

The UK’s leading film studios, 
Pinewood and Shepperton, 
Warner Bros Leavesden, Elstree 
and 3 Mills will all be packed to 
the rafters with major Hollywood 
and TV productions over the 
coming months, including Alice In 
Wonderland 2, Tarzan, Avengers: Age 
of Ultron and Bond 24. 

One of  the key reasons for this 
is the effective UK tax incentives 
introduced for both film and high-
end TV. Production companies with 
films budgeted at £20m or more 
can claim a payable cash rebate 
of  up to 20% of  UK-qualifying 
production expenditure. Meanwhile, 
those working on TV series with a 
budget of  at least £1m per hour 
slot can receive a rebate of  up to 
25% of  UK expenditure, as long as 
they meet the requirements of  a 
culture test.

This is where finance 
professionals can prove effective 
– not only accountants in practice 
who can help production companies 
access the tax incentives, but also 
the production accountants who work 
on each film and TV project to manage the accounts and 
control the creative talent. 

For those looking to become production accountants, 
one route in is the Production Guild’s Assistant Production 
Accounting Training Scheme (APATS), funded by Creative 
Skillset. The 10-month course, which has been running for 
nine years, places trainees directly onto film productions 
to handle everything from petty cash to multimillion-pound 
construction budgets. The current scheme saw 12 trainees 
start last month and recruitment for the next course, which 
starts in January 2015, will begin this August.

‘There’s a huge demand for 
production accountants at the 
moment with the massive number of  
productions shooting in the UK,’ says 
Alison Small, chief  executive of  The 
Production Guild. ‘Our scheme teaches 
the trainees all the elements that make 

up a production accountant and then they’re sent out to 
work on three different productions.’

Paula Chidgey had worked in accounting for 10 years 
within industries from food distribution to insurance, but 
wanted to change path, ideally into film. An advert for the 
APATS scheme in the Guardian newspaper gave her the chance 
to do just that. A few months later she was rubbing shoulders 
with Brad Pitt on zombie adventure film World War Z.

‘It was really hard work looking after the CHIPS [Clearing 
House Interbank Payments System] for the film’s 700 
extras. But I also got to go on set in Glasgow where they’d » 

▌▌▌’THERE’S A HUGE DEMAND FOR PRODUCTION 
ACCOUNTANTS AT THE MOMENT WITH THE 
NUMBER OF PRODUCTIONS SHOOTING IN THE UK’
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* Production accountants earn 
roughly between £30,000 and 
£40,000 per project

* Production accountants are 
required to have expertise in 
accountancy software packages, 
and in Movie Magic or other 
budgeting and scheduling software

FACTS AND FIGURES

a freelance life and the pay varies, 
but at the moment there’s plenty 
of  work, and it can be rewarding 
and exciting. However, making the 
step up to production accountant 
can take a while and, once there, 
the responsibilities are huge. Major 
productions could rise or crumble 
based on the decisions of  the 
production accountant.

‘My production accountant is 
my right-hand man,’ says renowned 
producer Iain Smith, who’s worked 
on major films including The A-Team 
and Children Of Men. ‘I involve them 
in the overall strategies managing the 
production, so they’re aware of  the 
facts and the hidden values. I need 
them not only to look at what we’re 
spending, but why we’re spending.

‘I have to be able to say to them: 
“If  we didn’t go to South Africa, but 
went to India instead, and shot for 
only three weeks instead of  six weeks, 
what is that going to do to the bottom 
line?” Or I’d need to turn to them at 
the drop of  a hat and say: “We’ve 
got an actor with gastroenteritis who 
can’t work for a few days; what’s the 
impact of  that?”’

This requires a creative streak. 
Production accountants on a big 
picture, like the Bond franchise, could 
even be given an executive producer 
credit. It is their role to facilitate the 
director to complete his or her vision 

turned the streets into Philadelphia 
with amazing US cars and zombies 
charging around. Plus I got to meet 
Brad Pitt a couple of  times. It was 
amazing,’ she says.

The work trainees undertake 
varies from production to production. 
Most get to hand out the pay slips 
to the production teams, but they 
can also carry out more technical work, 
particularly on smaller projects. Amanda Fernie, 
for example, worked on the low-budget horror 
film The Descent: Part 2 in a small accounts team 
where she handled cash and accounts payable, 
and met the producers and director. Meanwhile, 
Rebecca Wolf  FCCA was thrown in at the deep 
end on the Murphy’s Law TV series because she 
had the ACCA Qualification and had already 
worked as a tax and audit accountant in the 
‘real’ world. ‘The production accountant went on 
paternity leave, so I was put in charge of  checking 
the cost reports,’ she says.

APATS is held in high regard by the industry 
and sets the trainees up for working on further 
productions once the course is complete. It’s 

▲ Decisions on a big picture, like the Bond 
franchise, if not exactly life and death, are crucial

▲ The bulk of the new Avengers sequel will 
be shot in London, much of it at Pinewood
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for the film, but at the same time 
ensure the costs are spread correctly.

Kevin Trehy, senior VP of  physical 
production at Warner Bros, chairman 
of  The Production Guild and a trained 
accountant himself, says: ‘Film 
production is like a pie. It will always be the same sort of  
size; it’s about deciding how to slice it up. A really good 
accountant is the one who can tell you the best way to 
distribute your resources. You might have a large piece of  
pie in costume and construction, which means you have to 
compromise with a smaller slice in post-production.’

Trehy insists accountants need to decide where the value 
is going to be not only by analysing data and reporting, but 
also by going on set to monitor proceedings. They’ll also 
ensure cast and crew are paid, and tax and national insurance 
are deducted. Misinformation, incorrect calculations, or an 
accountant too scared to challenge the producer or director 
on the way the funds are being spent can lead to bad creative 
decisions, resulting in a poor-quality movie. ‘A production 
accountant only has to get the job wrong once and it’s a hard 
place to come back from,’ insists Trehy. 

The same goes for accountants in practice who assist 
production companies to access the tax incentives in 
the UK, but also abroad, and advise producers on the 

cast’s tax status in the UK. Again any miscalculations can 
prove extremely costly.

Fortunately, the job has been made easier by the new tax 
incentives. The previous sale and leaseback system, under 
sections 42 and 48 of  the Finance Act, was seen as having 
many loopholes, allowing interference from middle men and 
not offering enough transparency. ‘The new system means 
a producer only needs us and a lawyer and that’s it,’ insists 
John Graydon, a partner at Saffery Champness. ‘You simply 
file a set of  accounts, fill out a Corporation Tax 600 form, put 
the numbers in, and HMRC will wire the owed money back. 
This is why clients, HMRC and accountants like it. We’re not 
making headlines for the wrong reasons any more.’ ■

Chris Evans, journalist  

FOR MORE INFORMATION:

The Production Guild: www.productionguild.com

▌▌▌’FILM PRODUCTION IS LIKE A PIE. IT WILL 
ALWAYS BE THE SAME SORT OF SIZE; IT’S ABOUT 
DECIDING HOW TO SLICE IT UP’

▲ Alice in Wonderland 2 is being 
filmed in the UK this summer
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The tide is turning 
With the publication of a new report highlighting its dangers, there is a move away from 
quarterly reporting – paving the way for more useful approaches, says Robert Bruce

One of the finest books on financial 
crises and how they come about 
was published in 1940 and dealt 
with the Great Crash of 1929, its 
aftermath and the lessons that should 
be learned. But one of the most 
important lessons could be learned 
from simply reading the title of the 
book: Where Are The Customers’ 
Yachts? This came from a naïve 
remark reputedly made in the 1890s 
in Newport, on the eastern seaboard 
of the US, then even more than now 
a playground of the wealthy. And it 
was a response to someone gazing out 
over the mass of sailing boats in high 
summer and explaining that these 
were the bankers’ yachts. 

And it resonated with me when 
walking through St Katharine Docks, 
the yacht marina just to the east 
of  Tower Bridge in London, a while 
ago. The names of  the yachts were 
the usual mix of  the cheesy and 
the romantic. But one stood out. 
It told you all you needed to know 
about the often short-term nature 
of  financial reporting. The yacht 
was called Fourth Quarter. It was an 
amiable financial joke around the idea 
that the traditional had happened. 
Bright accountants shovel all the best 
news into the fourth-quarter results 

A recent report, Earnings Guidance 
– Part of the Future or the Past?, from 
the Generation Foundation, part of  
Generation Investment Management, 
outlines the existing dangers very 
clearly: ‘Managers define market 
expectations by committing to earnings 
targets’, it says. ‘Consequently they 
self-impose constraints to match those 
forecasts at the expense of  reduced 
flexibility in their business strategy 
and increased market pressure to meet 
the forecasted targets. As a result 
the investment community and other 
members of  the ecosystem have raised 
concerns around the behaviours and 
practices managers may adopt in order 
to achieve those targets.’

But all this has also traditionally 
been justified because, after all, 
investors and other stakeholders want 
more and more information. Is that 
not what transparency requires? Not so 
suggested The Kay Report of  2012, or 
to give it its full name: The Kay Review 
of UK Equity Markets and Long-Term 
Decision Making. 

This is an unusual example of  a 
government-instigated report which 
has largely been accepted by the 
government. ‘The demand for more 
information has been an instinctive 
response to a wide range of  problems 
that have emerged in the financial 
services sector in recent decades,’ 
said the report. ‘Disclosure and 
transparency have become mantras in 
policy and in regulation. And it is hard 
to argue. What do the reputable have 
to fear from disclosure? Who can be 

and out of  the resulting rise in share 
price you would have cash enough 
to buy a yacht. A windfall, in more 
ways than one.

This is the bad old world of  
quarterly reporting, where unrealistic 
demands and pressures from short-
term investors create similarly 
unrealistic demands and pressures on 
the finance function within a company. 
It is a circular effect with everything 
ratcheting eternally upwards. But 
times are changing.

ADVOCATING THE LONG TERM
The Kay Report of 2012 advocated taking an axe to the inexorable mass of 
information and the malign effects it brought about in favour of adopting 
a long-term view. ‘Much of the information that is provided in standard 
templates is simply noise,’ the report said. It noted that ‘companies with 
long-term investment horizons’ can only be meaningfully assessed over 
the long term; some, such as construction companies and banks, require a 
complete economic cycle, while brands and reputations ‘can be enhanced, 
or diminished, over many years’. 
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means that the possibilities of  other, 
more long-term and useful, approaches 
can start to build. ‘You need to focus on 
value creation and deliver against long-
term targets rather than keep reporting 
on a quarterly basis,’ says Pilot. ‘If  there 
is an appetite from investors to hear 
more regularly they will make it clear,’ 
adds Martin.

And all the angst and effort and 
time which currently go into the grind 
of  quarterly reporting can be used to 
better advantage. It would, for example, 
pave the way for the use of  integrated 
reporting which, as the Generation 
Foundation report puts it, would ensure 
that ‘investors will receive quality 
information that matters’. ■

Robert Bruce is an accountancy 
commentator and journalist

FOR MORE INFORMATION:

Earnings Guidance – Part of the 
Future or the Past? is at http://

tinyurl.com/pv3x3jb
      

The 2012 Kay Report is at 
http://tinyurl.com/kayreview1

opposed to transparency?’ 
But, as the report went on to 

say: ‘The outcome is a cascade of  
information, or at least data.’ 

In the words of  Sallie Pilot, 
director of  research and strategy 
at consultancy Black Sun: ‘People 
were focusing more on reporting 
what you are reporting rather than 
doing what you should be doing.’ It 
became a classic case of  the process 
becoming the purpose. But, as the 
Generation Foundation report makes 
clear, behaviour reinforces the danger. 
Managers start to manage earnings 
to meet the earnings forecasts, ignore 
strategy which might lead to long-term 
growth, rig executives’ remuneration to 
meet short-term targets, and create the 
temptation of  insider trading. And into 
this mess come short-term investors 
who simply reinforce the short-term 
attitudes within the corporate world.

As the Kay Report puts it: ‘For 

all these types of  business, interim 
assessments of  evolving performance 
are necessary, but can only be 
qualitative and subjective.’ None of  this 
outlaws the idea that providing investors 
and stakeholders with information is 
useful. ‘The unreliability of  short-term 
estimates does not imply that useful 
information cannot be given to asset 
managers who are in regular contact 
with companies and to shareholders 
generally, but such assessments will 
in large part be discursive rather than 
statistical and the appropriate form and 
frequency will be company specific.’ 

The tide is turning. ‘If  quarterly 
reporting goes entirely I don’t think 
it will be a great loss’, says Richard 
Martin, head of  financial reporting at 
ACCA. ‘The focus on quarterly reporting 
has been at the expense of  the long 
term,’ says Pilot. And that change in 
view, as represented by both the Kay 
and the Generation Foundation reports, 

▌▌▌’THE FOCUS ON QUARTERLY REPORTING HAS  
BEEN AT THE EXPENSE OF THE LONG TERM’ 
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Splitters, stayers and stakeholders
As the debate on Scottish independence hots up, Peter Williams considers the wisdom 
of businesses weighing in as they believe their commercial interests dictate

Politics and business are once again 
proving intriguing bedfellows. The 
debate over Scottish independence 
has been reinvigorated by the 
intervention of business leaders 
stating the facts of life from a 
corporate perspective and as a result 
walking into a minefield perhaps best 
left to the politicians. 

The reporting to date of  the most 
high-profile intervention in favour of  
independence – by BA boss Willie Walsh 
– somehow ended up making him sound 
like he was getting in some special 
pleading for air passenger duty rather 
than making a considered intervention. 
And that was unfair. Walsh had been 
asked whether BA was making any 
contingency plans in the event of  a yes 
vote, to which he replied no because 
independence wouldn’t make much 
difference either way. He added that the 
tax on air travel had been highlighted 
by the Scottish government as an 
impediment to tourism and so it had 
pledged to do something about it. 

Walsh, though, is in a minority. The 
majority of  big business sees sense 
in the union. Two in three of  the 32 
FTSE 100 company chairmen who 
answered a head hunter’s question on 
independence said it would be bad for 
Scotland. Which coincidentally was not 

that the insurer was voicing concerns 
shared by many successful companies 
based in Scotland. John Cridland, CBI 
director-general, added detail when 
he said: ‘Faced with uncertainties 
around currency, the shape and role 
of  the monetary system, the European 
Union, future taxation and regulation, 
businesses need evidence-based clarity 
from the Scottish government so 
future jobs and competitiveness can 
be assured.’ 

Cridland’s point is that business 
loathes the twin states of  change 
and uncertainty. From commerce’s 
perspective, the vote on independence 
unnecessarily introduces both these 
factors. In the end, though, that’s life, 
and businesses as well as individuals 
have to cope as best they can. The CBI 
knows that no government, even in the 
most benign of  circumstances, can do 
much about assuring future prosperity. 

In any case views of  the future 
always differ. Credit rating agency 
Standards & Poor’s has come out with 
a report which suggests that while the 
independence route may be tough it 
is by no means a foregone conclusion 
that it would be a failure. S&P has 
taken the nuanced stance of  trying 
to see the arguments for both sides. 
It points out that an independent 
Scotland would face high levels of  
public debt, sensitivity to oil prices 
and potentially limited monetary policy 
flexibility. And it could see volatility 
and lack of  investment if  Standard Life 
and others did walk away. However, 
reducing the size of  its external 
balance sheet and normalising the size 
of  its finance sector could eventually 
bring Scotland benefits.

The vote in September is a rare 
referendum on where the brighter 
future for Scotland lies. If  that causes 
pain for commerce and economy it is 
a cost of  democracy. Businesses have 
a right to point out their fears – and 
voters have a right to ignore them. ■

Peter Williams is an accountant 
and journalist

that far from the 57% who – according 
to an opinion poll in early March – will 
definitely be voting no in September.

Yet the views of  those chairmen are 
nothing compared to the intervention 
of  businesses which are warning about 
the dangers of  splitting the union. They 
believe that playing their part involves 
stating what they perceive as the best 
interest of  shareholders.  

In talking about its contingency 
plans, investment business and major 
Scottish employer Standard Life 
made it clear that in the event of  a 
yes vote it would take whatever action 
it considered necessary – including 
transferring parts of  its operations 
away from Scotland – in order to 
ensure business continuity and to 
protect the interest of  its stakeholders. 

Standard Life’s stance – and its 
right to speak out – has been explicitly 
endorsed by the Confederation of  
British Industry (CBI), which said 
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A prudent suggestion
IFRS may not be perfect but they are a great deal better than an EU GAAP with investors’ 
needs playing second fiddle to politicians reacting to events, says Jane Fuller

For months it seems that the only 
news that has emerged about the 
International Accounting Standards 
Board (IASB) has been bad news.

Its review of  the Conceptual 
Framework, which guides the setting 
of  International Financial Reporting 
Standards, has stirred up a host  
of  calls for change motivated by 
criticism of  IFRS. 

The critics say ‘prudence’ should be 
reinstated as a fundamental accounting 
concept. They sometimes support this 
view with two other charges: that fair 
value, or mark-to-market, accounting 
is imprudent; and that a ‘true and fair’ 
override, or a provision for ‘substance 
over form’, is missing.

To make things worse, these 
challenges have coincided with the 
IFRS Foundation, the governing body, 
being found wanting because of  some 
sloppy filing to the UK’s Companies 
House. Meanwhile, EU MEPs’ hostility 
to IFRS has been exacerbated by 
allegations that Mazars and the 
Institute of  Chartered Accountants 
in England and Wales, which were 
appointed to review the cost-benefits 
of  IFRS, had conflicts of  interest. Their 
contract has been terminated. Both 
ICAEW and Mazars have rejected the 
suggestion that their independence 
would be compromised.

But according to Sharon Bowles, 
chair of  the European Parliament’s 
Econ Committee, and her deputy, 
you cannot be independent on these 
matters if  you think IFRS are a good 
thing. This is a bad thing for those of  
us who believe in global standards set 
by an independent body that puts the 
needs of  investors first. 

So how can the IASB turn it round? 
First, through a compromise over 

‘prudence’ that a) captures the need to 
exercise caution in making judgments 
in conditions of  uncertainty; and b) 
accepts that ‘faithful representation’ 
means depicting the substance of  
the economic phenomena being 
reported. Neither of  these points has 
been dropped by the IASB in practice, 

rather than prudence. I chair CFA 
UK’s financial reporting and analysis 
committee, and it has consistently 
advocated neutrality in accounting.

Second, by reminding people that 
the standards are designed to tackle 
abuse. For example, the revenue 
recognition standard will help prevent 
sales being recognised too early; 
putting leases on the balance sheet will 
make serious liabilities transparent; 
and switching to an expected 
loss model for loans will counter 
overstatement of  initial profits. 

Third, by getting some facts into the 
fair value debate. The IASB has restated 
its support for a hybrid approach – cost 
and fair value – to measurement in the 
framework discussion paper. Outside 
investment banking, the greatest cause 
of  crisis-related losses has been cost-
accounted loans, especially property 
loans. Inside investment banking, 
derivatives, which cost nothing, have to 
be valued – how else would you do that 
other than by fair value?

IFRSs are not perfect, but those 
who have seized on the confluence of  
bad news to knock the global project 
should be careful what they wish for. 
Would they really prefer EU generally 
accepted accounting principles (GAAP), 
set by a body that would subordinate 
the needs of  investors to political 
pressure? Do they really believe that 
a return to national GAAP, even if  set 
by technocrats, would be preferable to 
global standards?

And have users of  accounts looked 
in the mirror on these issues? They 
should be aware of  the limitations 
of  apparently precise numbers that 
are actually estimates, and of  the 
ephemeral nature of  many valuations. 

Prudence is a human characteristic, 
and accounting numbers – and other 
information used in allocating capital – 
are the raw material for our decisions. ■

Jane Fuller is former financial  
editor of the Financial Times and  
co-director of the Centre for the Study 
of Financial Innovation think-tank

so why not spell them out in the 
Conceptual Framework?

The word ‘prudence’, which some 
take to mean a conservative bias, 
should not be reinstated. That was the 
message of  a survey by CFA Society 
of  the UK, with respondents voting 
2:1 in favour of  faithful representation 
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Seize the day
Integrated reporting could be as big for the profession as IFRS, and that means CFOs 
must show leadership and take the initiative, says ACCA president Martin Turner

ACCA recently released the findings of a new research report 
Understanding investors: the changing corporate perspective, 
which looked at the future of financial reporting.

The study showed that CFOs and business leaders saw 
the benefits of  integrated reporting but were hesitant 
about adopting it, with the majority taking a wait-
and-see approach. It looks like they want to see 
who makes the first move – despite the fact that 
earlier research by ACCA showed that 93% of  the 
investor community supported the concept.

Given this overwhelming support from 
the investor community it is critical that 
the integrated reporting emphasis changes.  
Integrated reporting is here to stay. There isn’t 
an option for businesses to decide not to do it 
because it might go away. 

And, given that it is the future, if  the CFO or 
FD does not take the lead then someone else in 
the organisation will. Many more CFOs and FDs 
must demonstrate leadership here. While 40% are 
taking steps to introduce integrated reporting in 
the next few years, most show no firm intention or 
clarity about the approach they will take.

Integrated reporting may be in its infancy but 
it could be the most significant issue to hit our 
profession since International Financial Reporting 
Standards. As with IFRS, the bottom line is about making 
it easier for investors and stakeholders to access the 
information they need about organisations they have an 
interest in and so make informed decisions more readily.

ACCA has already recognised the significance of  integrated 
reporting. Our students will be the first in the accountancy 
profession to be examined on the subject when it is introduced 
into the ACCA Qualification from December 2014.

When we launched this initiative, we said: ‘This is an area 
where ACCA members can show their leadership for the 
future, at the heart of  long-term value creation for 
their organisations.’

So that is the challenge and the 
obligation. We need to demonstrate 
leadership in this area, create long-
term value and ditch the wait-
and-see attitude which may cost 
organisations financially and 
reputationally in the future. ■

Martin Turner FCCA is a 
management consultant in 
the UK health sector

The Understanding 
investors report is at 
www.accaglobal.com/
reporting
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‘ PROVIDING THE NEXT GENERATION WITH 
OPPORTUNITIES HAS AN ADDED URGENCY’ 
YASIR GHANI FCCA, VICE PRESIDENT, INTERNAL 
AUDIT, NCB CAPITAL, JEDDAH, SAUDI ARABIA

SNAPSHOT:
MINING
Over the past year, global 
economic and political trends 
have fundamentally changed 
the mining industry. It finds 
itself in a new era of bullish 
long-term demand projections 
from emerging markets while 
supply remains inhibited. The 
pressure to maintain financial 
discipline and the greater 
attention from the many and 
varied stakeholders make 
it a fertile environment for 
finance professionals.

According to PwC’s 2014 
Global mining deals outlook 
and 2013 review, against 
the backdrop of  price 
fluctuations, miners need to 
balance shareholder dividend 
expectations while maintaining 
an investment pipeline in 
the midst of  rising operating 
costs. Safety, environmental 
and community principles also 
continue to shape the industry 
as miners look to achieve their 
licence to operate and deliver 
on corporate responsibilities.

John Gravelle, PwC’s 
global mining leader, says: 
‘The long-term growth 
fundamentals remain intact 
but mining companies are 
facing significant downward 
pressure.’

£725m
Revenue from hard coal mining 
in the UK for 2013/14 is 
expected to reach £724.9m, 
according to the latest 
market research report from 
IBISWorld.

The view from

My remit is wide and 
varied – but everything 
revolves around mitigating 
risk. The people that 
internal audit supports 
– the senior executive 
team and the company’s 
audit committee – need 
reassurance that our 
governance procedures are 
robust and effective, and 
that we take a systematic 
approach to deploying resources and 
people. But it’s also about remaining 
vigilant for opportunities to improve 
the quality of  our processes and due 
diligence activities, taking financial, 
operational, commercial, regulatory and 
reputational risk into consideration.

Perceptions of internal audit are 
changing. Throughout industry 
and commerce – and especially in 
banking – senior management teams 
and function heads increasingly rely 
on their internal audit colleagues for 
information and insights that support 
commercial and operational objectives, 
and not just for reassurance that 
legislative and regulatory compliance 
is in good order. It’s always satisfying 
to experience the sense that my ideas 
and initiative are valued, and that the 
business recognises and appreciates 
the proactive approach I strive to foster 
throughout my team, regardless of  
whether they’re our own employees or 
specialist contractors drafted in from 
professional services firms.

It’s a fascinating time to work 
in banking in Saudi Arabia. The 
economy is opening up rapidly, with 
financial services markets proving 
especially attractive to investors and 
global organisations, from fellow G20 
countries and emerging markets alike. 
Our central bank and sovereign wealth 

funds are cash-rich, with 
a national budget run at a 
surplus for several years. 

Stability, certainty and 
a relatively conservative 
outlook are naturally 
appealing to foreign 
organisations, while the 
arrival of  global names – 
whether on a standalone 
basis or in joint ventures 
with Saudi organisations – 

makes for a more dynamic, competitive 
marketplace. Experience of  trading 
and investing within an Islamic finance 
framework and familiarity with local 
business and workplace cultures give 
Saudi organisations a head start, but 
banks from the US, the UK, Europe 
and Asia Pacific have made successful 
inroads in the Gulf  states; there’s no 
reason to expect them to fare worse in 
Saudi Arabia. 

Talent attraction and retention is a 
challenge for everyone. Established 
world-class financial centres – such as 
London, New York and Sydney – are 
magnets for banking professionals. As 
our banking industry matures, bringing 
the next generation onboard, while 
providing opportunities to develop 
technical and commercial skillsets, 
takes on an added urgency. 

Saudi employers are required to 
focus recruitment campaigns on hiring 
and training Saudi workers, as part 
of  wider initiatives to address skill 
shortages among local talent pools. 
From a banking perspective, that’s a 
worthwhile long-term goal. We may 
face the occasional challenge when 
seeking people with the right mix 
of  technical ability, soft skills and 
market knowledge for certain roles 
but, ultimately, it supports capacity-
building and reduces the sector’s 
reliance on overseas talent. ■
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Oiling the wheels of finance
Shell’s head of finance operations Doug Alexander explains the benefits – and the 
consequences – of shifting finance function work to shared services centres

Among those grappling with these 
challenges is Shell’s head of  finance 
operations, Doug Alexander. The 
London-based 51-year-old has enjoyed 
a long career in various finance roles 
at the oil giant, including spells in 
both Syria and Latin America. Before 
becoming head of  finance he was 
working as financial controller of  Shell 
Downstream, the post-production 
part of  the oil giant’s operations. His 
current role began in May last year 
and he reports directly to Shell CFO 
Simon Henry, speaking to him about 
once a week. 

Shell’s finance operations arm 
deploys staff  in five ‘business service 

The past decade has seen a revolution 
in the way multinationals manage 
their finance functions. Vast finance 
shared services centres have been 
opened in countries such as India 
where staff can be paid lower salaries 
than in Western Europe and the US.

It’s been a largely successful way 
of  doing things. So successful, in 
fact, that the shared services model 
has now matured into an energetic 
teenager and is posing some awkward 
but fundamental questions about 
the future structure of  finance 
functions, and what the career paths 
of  accountants will look like in years 
to come.

centres’ – Shell parlance for shared 
services centres – in India, Malaysia, 
the Philippines, Poland and Scotland. 
Alexander describes finance operations 
as one of  the three pillars of  Shell’s 
finance function. Another is ‘finance 
in the business’, consisting of  finance 
professionals working with Shell’s 
businesses in 70-plus countries 
around the world. The final pillar is 
made up of  specialist services such as 
tax and treasury. 

It’s a measure of  how dominant 
finance operations has become that the 
business centres between them employ 
some 6,500 people, more than half  
of  the entire 11,000-strong finance 
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function. Shell’s total headcount 
around the world is around 87,000.

‘Finance operations started off  
being an exercise to do transaction-
based stuff  more cost-efficiently, 
but over the years it has grown to 
do different things,’ says Alexander. 
‘Take some basic things like staff  who 
process invoices to pay suppliers. Once 
they get better at paying on time, they 
realise that the only way to make that 
process even more effective is to talk 
to colleagues at the front end who 
are negotiating the contracts in the 
first place, to make sure they are set 
up properly. So these centres moved 
from basic transaction processing into 
– apologies for the cliché – more value-
added activities.’

The trend has included the move 
of  more of  Shell’s information and 
analysis work into the business 
centres. Alexander says that initially 
this involved asking staff  to produce 
the same reports as were already being 
put together. ‘But it rapidly became 
clear that, as people did that, they had 
insights such as: “Well, perhaps you 
don’t need so many.”

‘As people in the business centres 
were putting together the reports, 
they needed to talk to the guys at the 
front end to understand things, and 
as they understood it, they provided 
more input and insight the other way. It 
becomes a symbiotic thing.’

This, he says, was beyond the 
more obvious benefits of  bringing 
processes together. ‘However well you 
do something in 70 different locations, 
you are always going to do it better if  
you focus it in one place. Also, once 
you do it all in one place, if  you want to 
change it, it’s far easier to do so.’

The result is that Shell has business 
centre teams, mainly in India, that are 
an integral part of  the overall business 
team and increasingly provide insights 
on the back of  the analysis of  the 
reports they put together.

Talent tap
Shell has been helped by the large 
talent pools it can tap. ‘The number of  
highly qualified graduates coming out 
of  universities in India, for example, 
is just so vast that we are tapping not 
only the cost but the talent. Over time, 
not only has the size of  the centres 
grown, but the nature of  what we do in 
them has changed pretty dramatically.’

▌▌▌’THERE IS A VALUE IN HAVING PEOPLE CLOSE 
TO WHERE THE BUSINESS IS DONE, BUT THAT WILL 
BE LESS OF AN ISSUE AS TECHNOLOGY CHANGES’

Other activities, such as customer 
services, HR and IT, are also now carried 
out in business centres, although 
finance remains the biggest area.

The process of  the centres taking 
on ever more complex areas of  the 
finance function’s work is something 
that has evolved over time. Shell’s drive 
to start setting up the business centres 
a decade ago was almost purely 
driven by a desire to cut costs. ‘We 
underestimated the value of  doing all 
these things better as well as just the 
wage arbitrage,’ Alexander says.

This arbitrage has persisted for 
much longer than Shell originally 
anticipated. While there has been wage 
inflation in countries such as India and 
the Philippines, Alexander points out 
that this is also the case in the UK and 
other European economies, and that 
the gulf  is so big that he thinks it will 
last for a long time yet.

And so will the oil giant’s desire 
to cut finance function costs. Shell’s 
approach is to subject its operations to 
a ‘continuous efficiency drive’, aimed 
both at reducing costs and raising 

performance. Alexander’s objective in 
finance operations is to cut the former 
and improve the latter by 5% a year. 
This might not sound much in one year, 
he says, but it is significant over time.

So having, in Alexander’s words, 
‘nibbled away’ over the years at the 
work carried out by the rest of  the 
finance function, will the business 
centres swallow up more? 

‘Probably yes,’ he responds. ‘You 
could go as far as you want to go. But  
of  course there is a value in having 
people close to where the business 
gets done. That proximity will become 
less and less of  an issue as technology 
changes, but there is always going to  
be some.’

Such change cannot be done by 
consensus, he adds. ‘People don’t like 
it very much.’ Starting down this road 
involved Shell laying off  thousands 
of  people in some countries and 
taking on thousands in others. But 
the growth of  the shared services 

model has raised some difficult issues. 
Alexander highlights questions over 
the sustainability of  the overall model 
when it comes to dealing with talent, 
with the old-world career development 
structure no longer working. 

When all the operations of  a finance 
function were in one place, people 
could gain experience by working in 
different areas, as Alexander did. But 
despite efforts to encourage people 
to move around different functions in 
different countries, the reality, he says, 
is that relatively few are prepared to 
uproot their lives to do so. And even 
if  they did, widespread staff  moves 
between geographies would destroy the 
wage arbitrage that continues to drive 
the shared services model.

The increasing amount of  work 
carried out in the business centres 
might have reduced the range and 
scope of  work carried out by finance 
staff  working in the field with Shell’s 
front-line businesses – basic reporting, 
for example, is a skill they no longer 
require – but in other ways their role 
has expanded. 

Over time, says Alexander, finance 
staff  working inside Shell’s front-
line businesses have become much 
more focused on making commercial 
decisions, and the line between a 
commercial ‘finance’ person and a 
commercial person has started to 
blur, although Alexander notes that 
you will always need some people with 
finance skills working ‘in the field’. 
Hence the skillset has changed, with 
an understanding of  commercial risk, 
contracting and markets all becoming 
more important. 

Next generation
So where will the next generation of  
finance leaders come from? Alexander 
says that there will always be some 
‘top talent’ who move through Shell’s 
system, but for many staff  it has 
become more difficult.

Like many companies, Shell is still 
figuring out how much movement 
between the business centres and » 
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the rest of  the finance function there 
should be to allow appropriate career 
development, says Alexander.

Not that he is resting on his laurels. 
‘We’ve worked hard to define what the 
skills, capabilities and competence 
development requirements actually 
are in the business centres, and also 
the career development there should 
be to allow some progression and 
development,’ he says. 

‘We work very hard to ensure 
we have movement between the 
centres and the rest of  the finance 
organisation. And I’ve been working 
with professional bodies such as ACCA 
to provide some internal and external 
competence development.’

The business centres, he says, are 
youthful and energetic places that 
feel a bit like college campuses. ‘You 
get carried along on a wave of  manic 
energy,’ he says. 

While they have a high staff  turnover, 
with many bright young employees 
wanting to get a Shell stamp on their 
CVs before moving on to other things, 
there are some who are seeing longer-
lasting opportunities with the company. 
Shell has been moving to nurture this 

talent, having focused over the past few 
years on potential future leaders, which 
has influenced both the type of  people 
it recruits and the way it trains them. 

Alexander hopes to see the results 
of  this reflected in the leadership 
of  the centres as individuals rise 
through the ranks so that they see 
more home-grown talent at the top. It 
is already happening at fairly senior 
levels within the centres. He sees 
professional accountancy qualifications 
as important across the board as 
foundations for career development; 

* ‘You’ve got to have your technical skills, which 
include both professional accreditation and on-the-job 
learning. Because everybody is technically good, you 
have to have that. It’s not really a differentiator.’

* ‘The big differentiator when I’m looking at people is: do 
you understand the business you’re working in? To be 
effective, you have to understand the business to be able 
to apply your technical skills.’

* ‘You get a lot of people who look for glory and spend their 
life planning their career and want to be the next CFO of a 
FTSE 100 company. Fundamentally the best thing you can 
do to pursue that is to perform now.’TI
PS

he himself  trained as an accountant 
with Touche Ross.

Alexander says that nothing is 
static in Shell’s finance function, 
and nowhere is this more true than 
in technology, which he says has 
some way to go yet. He predicts that 
technological improvements will bring 
more efficiency and reduce Shell’s 
finance headcount still further. ‘I think 
that will just carry on,’ he concludes.  
‘I don’t see any end to that really.’ ■

Chris Quick, editor
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Taking on the banks
City ‘superwoman’ Nicola Horlick is challenging the established financial institutions 
with her biggest venture yet – a crowdfunding initiative to free up cash for SMEs 

crowdfunding concept works. Horlick 
is now looking to expand the market, 
not to take business away from existing 
players. She does, however, see a huge 
opportunity to challenge the banks. 
‘The banks have 92% of  SME lending,’ 
she says. ‘So I am definitely looking to 
take business away from them.’

Money & Co is an appointed 
representative of  Bramdean Asset 
Management, a business Horlick 

On 17 March, City highflyer turned 
entrepreneur Nicola Horlick was due 
to launch her latest venture – Money 
& Co – a crowdfunding platform 
designed to link small and medium-
sized enterprises (SMEs) needing 
debt funding with lenders willing to 
back them. 

The platform enters the market at 
a time when established players like 
Funding Circle have proved that the 

founded in 2005 and which holds the 
necessary regulatory permissions. 
Its financial backing has come from 
existing investors in Horlick’s ventures. 
She believes that the crowdfunding 
model has legs because the funding 
gap for SMEs will persist. ‘This lack of  
availability of  credit is going to be a 
long-term issue,’ she predicts. ‘I don’t 
think it’s going away overnight. The 
banks are in such a mess; their balance 
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▌▌▌’I HAVE SAID FROM THE START THAT MY 
75-YEAR-OLD MOTHER SHOULD BE ABLE TO GO 
INTO THIS AND WORK OUT WHAT TO DO’

sheets are so constrained that they 
can’t lend much money to SMEs.’ 

Even rising interest rates aren’t a 
threat. She comments that the banks 
are still giving low rates on deposits: 
‘If  interest rates are 3%, you might 
be lucky to get 1.5% on your deposit 
account. But you will get 6% from us, 
possibly more. What we are doing is 
connecting parties in a very commercial 
way. We are putting individuals who 
want a better rate of  return on their 
cash together with companies that need 
to borrow money.’ 

Mindful of  the ‘paramount’ need 
to protect lenders, Money & Co will be 
selective about the SMEs it approves for 
loans. ‘They need to be profitable, have 
three years of  filed accounts and be of  
reasonable size,’ Horlick says. Though 
Money & Co specifies a minimum 
turnover of  £100,000, nearer £1m 
could be a better benchmark. Typical 
companies are expected to employ 
between 10 and 200 people; Horlick 
estimates that around 130,000 of  the 
UK’s four million SMEs fit the criteria. 

Businesses that apply for loans will 
be given a credit rating (A+, A, B+, B 
or C+), which will then give potential 
lenders an indication of  the interest 
rates they should be bidding – say 6% 
for an A+ business, and 10% for a C+.

Speed of  access
Horlick believes that the Money & 
Co model has various attractions for 
SMEs, starting with speed of  access 
to funding. Once the business is up 
and running, loan applications should 
be approved within 72 hours. ‘We 
will then auction those loans and the 
funding will be in the company bank 
account within a month, maximum – 
which compared to a bank is extremely 
rapid,’ she says. 

SMEs should also notice less admin: 
‘Our documentation will be about four 
or five pages long, instead of  80 pages, 
which is what you get with a bank.’ 

As long as SMEs meet their monthly 
repayments over the agreed loan term, 
they will not hear from Money & Co 
again; they won’t, for example, be 
expected to send in annual accounts. 

For lenders, too, Horlick sees 
attractions in crowdfunding – the main 
one being the higher rate of  interest than 
on a standard bank deposit account. 
Individual clients will pay 1% in fees and 
are encouraged to set aside another 1% 
for bad debts. But if  they diversify their 
investments across the complete credit 
rating range, they can expect a net return 
of  6%. ‘We are pushing the idea of  
diversification and people having a wide 
spread of  loans,’ Horlick stresses. 

The minimum sum required to open 
an account is £100, the minimum 
loan per company £20. The offer could 
therefore have widespread appeal – the 
powerful system which enables Money 
& Co’s transactions can currently 
support five million customers. 

Horlick wants the service to be 
understandable and usable even 
by people who are not financially 
sophisticated: ‘I have said from the 
start that my 75-year-old mother 
should be able to go into this and work 
out what to do. She’s an architect, 
highly intelligent, but she’s not 
massively financially sophisticated.’    

Horlick forecasts relatively slow 

growth for Money & Co in years one and 
two but adds: ‘It could take off  sooner 
because there is a real need.’ Take-off  
depends on attracting creditworthy 
businesses. ‘I will be writing to all the 
FDs I can find in companies that fit the 
criteria,’ she says. 

Accountants ‘vital’
Trade organisations and professionals, 
including accountancy advisers, are also 
seen as important. ‘Accountants are 
absolutely vital,’ Horlick notes. ‘They 
will know if  their clients need cash and 
if  they have applied to the bank and 
failed to get their money because the 
banks are in a mess. They should be 
saying, have a look at Money & Co.’

Horlick has plans to develop Money 
& Co in a number of  ways. Debt 
elements of  private equity deals with 
which she is involved could be included 
in the offers to lenders. A foreign 
currency service could be added by 

the end of  this year, available to both 
SMEs and lenders. ‘Banks make about 
a quarter of  their profits on foreign 
exchange, so this is an area where we 
can really help our customers,’ Horlick 
says, estimating a potential 10% saving.

Horlick is also interested in helping 
manufacturing businesses that need to 
provide finance to their own customers 
so they can buy their goods. ‘I am keen 
to talk to manufacturing companies in 
that position and set up lines of  credit 
for them,’ she says.

Given the challenge Horlick expects 
Money & Co to pose to the banks, she 
anticipates a response. ‘Do I think a 
bank will try and buy the business at 
some stage? I would think so, but I 
won’t be selling,’ she declares. ‘This 
has so much potential. I feel this is the 
culmination of  31 years of  work. All my 
skills are coming together to do this. It’s 
the biggest thing I have ever done.’ ■

Sarah Perrin, journalist

Nicola Horlick began her career in the City in 1983, 
joining merchant bank SG Warburg’s investment 
department. She moved to Morgan Grenfell Asset 

Management in 1991 and wasappointed MD of the UK 
investment business in 1992. During her time, assets under 
management increased from £4bn to £22.5bn. 

In 1997 she helped set up SG Asset Management (UK) for Société 
Générale, raising £5bn in two years. In 2005 she set up Bramdean 
Asset Management with Sir Derek Higgs. She is also chairman of  
Rockpool Investments, which invests in private equity deals, chief  
executive of  Derby Street Films, which funds film projects, and 
opened a restaurant, now closed, in south-west London 

CV

FOR MORE INFORMATION:

www.moneyandco.com
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THE SURVEY
More than 5,000 respondents contributed from 95 countries around the world to PwC’s survey. The report, 
Economic crime: A threat to business globally, can be downloaded at www.pwc.com/crimesurvey

MORPHING WITH THE MEGATRENDS
The threats from economic crime continue 
to evolve, says PwC in its 2014 Global 
Economic Crime Survey. Economic 
crime adapts to the trends that affect all 
organisations, particularly the increasing 
reliance on technology and technology-
enabled processes, and the transfer of 
economic energy to emerging markets.

37% More than one in three organisations 
report falling victim to economic crime.

53% More than half  of  CEOs say they 
are concerned about bribery and 
corruption.

48% Nearly half  of  respondents report that 
the risk of  cybercrime has increased 
(the 2011 figure was 39%).

THE CRIME HOTSPOTS
Respondents reporting economic crime in their business have risen from 34% 
globally in 2011 to 37%. The figure in Africa has fallen from 2011’s 59% while 
western and eastern Europe has gone up by 5% and 9% respectively.

HOW THEY STRIKE
Since the first survey 
in 2001, three types of  
fraud have consistently 
been highlighted: asset 
misappropriation, 
bribery/corruption, 
and accounting fraud. 
Cybercrime was added in 
2011, and procurement 
fraud in 2014.

SECTORS HARDEST HIT
Of  the three standout industries for reported 
economic crime, financial services exhibits high 
levels of  cybercrime and money laundering, 
while asset misappropriation is the crime of  
choice in retail/consumer and communication.

KEY
Asset misappropriation
Procurement fraud
Bribery and corruption
Cybercrime
Accounting fraud
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TO CATCH A THIEF…
Profile of  a typical internal fraudster:

Gender: Male
Age: 31–40 years
Length of service: Six or more years
Education: Graduate 
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THE CLONE ZONE
Credit card skimming is now a global epidemic – and will remain so without the will and 
more secure technology to fight it, according to recent ACCA research from the US

that British tourists were being cheated out of  around 
£150m a year through card-cloning schemes in Europe. 
On the other side of  the Atlantic, 13 men were charged 
in January with stealing more than US$2m from gasoline 
stations in the US by using Bluetooth-enabled skimmers. 

While few nations are immune from such abuses, the 
prevalence of  such crimes varies from country to country, 
the ACCA report illustrates. The US tops the list in terms 
of  financial losses related to skimmer fraud in the first six 
months of  2011, the Aite Group concluded, followed by the 
Dominican Republic, Russia and Brazil. 

There are several reasons that Americans are especially 
at risk. For a start they hold far more cards than any other 
region, around 1.2 billion debit, credit and prepaid cards in 
total. That is equivalent to almost five cards for each adult 
in the nation. The large number of  ATMs in the country  
also increases the peril. There are 425,000 terminals in 

the US. What’s more, fewer than half  of  these 
are owned by financial institutions. About 
290,000 are located away from bank premises 
in convenience stores and other commercial 

premises. This may make them more vulnerable. 
America’s cards also possess skimpier 
safety features than their counterparts in 

most other parts of  the world. 
The plastic in American 
wallets still employs 
magnetic strips rather than 
chip-and-PIN technology. 
This latter system is harder 
to crack since it combines 
a personal code with a 
micro-chip, from which 
it is tougher to extract 
information. Almost half  
of  the world’s payment 
cards now employ this 
better-fortified technology 
and around three-quarters 
of  terminals are able to 
accept such cards. 

‘The US is pivotal for 
criminal gangs because 

S
kimmer fraudsters recently claimed their most 
high-profile victim to date. In February, PayPal 
president David Marcus admitted that his credit card 
information had been skimmed – a process which 

involves installing a device inside card readers to capture 
credit and debit information. Having cloned his card, the 
thieves then went on a spending spree in London, the 
executive disclosed. 

The scam has become a global epidemic, according to 
a report produced by New York’s Pace University and ACCA 
USA. ‘Criminals – often highly coordinated and operating 
globally – are using new methods to steal from customers 
at petrol gas pumps and ATMs,’ writes Dr Darren Hayes, 
computer information systems programme chair at Pace 
University and author of  the ACCA-sponsored research. 

The global cost of  cybercrime more broadly has been 
climbing in recent years. According to the 2013 Norton 
Report, the total global cost hit US$113bn for the year, up 
from US$110bn in 2012. The average cost per victim rose 
even faster from US$197 in 2012 to US$298 last year. 
Fraud involving credit and debit cards account for a 
major component of  this loss. In addition, a large-
scale study of  more than 5,000 shoppers 
across 17 countries by ACI Worldwide 
in 2012 found that 27% of  
payment card holders had 
experienced card fraud 
over the past five years.

Skimmer fraud has 
become an important 
part of  such swindles. 
Devices within ATMs and 
other techniques have 
made cloned cards a 
big source of  income for 
criminals. The average 
gain from such crimes 
was US$50,000 in 2011, 
a report by Aite Group 
estimated – up from 
US$30,000 the year 
before. A recent report in 
the Daily Mail estimated 

CANADA 

* As of  2012, 
there were 74 
million Visa 
and MasterCard 
payment cards in 
circulation. 

* Debit card fraud 
dropped 45% between 
2011 and 2012 as a 
result of  enhanced fraud 
detection analytics and 
the introduction of   
chip-and-PIN. 

  US

* 18% of  banks 
still maintain ATMs 

that have been in use 
for a decade or more, 
according to Aite Group. 

 * A survey of  
executives by Aite 

Group estimated 
that by 2012, 45% 
of  institutions’ ATMs 
would have an anti-
skimming solution, up 
from 31% in 2010. 
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it has more ATMs than any other country and because it 
is not EMV [Europay, MasterCard and Visa]-compliant – 
so cards do not contain a global chip,’ the ACCA report 
explains. ‘Cards that are cloned by criminals are also 
used in other non-EMV countries, like Ghana, Costa Rica, 
Mexico and Malta.’ 

Deployment of  EMV technology does appear to have 
reduced skimming in the UK and Canada. Canada, for 
example, managed to cut losses from card cloning from 
C$142m in 2009 to C$38.5m in 2012. ‘When the US adopts 
the use of  chip-and-PIN payment cards then skimmer 
fraud will dramatically decline,’ the ACCA report concludes. 
‘But criminal activity will manifest itself  in different ways.’ 
One possibility is a rise in physical attacks on ATMs. This 
could include the use of  trucks to physically rip out the 
ATM machine. In addition, criminals can also use devices 
that trap cards or the cash itself  within the machine to be 

▲ SPENDING SPREE
 PayPal president David Marcus 

admitted he had been the victim of 
skimming in February, when thieves 

used his card details in London

▌▌▌’WHEN THE US ADOPTS CHIP-AND-PIN CARDS 
THEN SKIMMER FRAUD WILL DECLINE. BUT CRIMINAL 
ACTIVITY WILL MANIFEST ITSELF IN DIFFERENT WAYS’

retrieved later. This can be even more financially costly than 
skimming. ‘A card-trapping device may yield €100 for the 
criminal but the damaged ATM may cost €2,000 to repair,’ 
the ACCA report says. 

One other way of  trying to thwart criminal activity is to 
place geographical restrictions on where cards can be used. 
‘Some banks in Germany have instituted regional blocking, 
and losses from skimmer fraud have been further reduced 
by limiting the amount that a customer may withdraw at a 
foreign ATM,’ the ACCA report says. The Netherlands and 
Belgium have had some success with this kind of  technique. 
The downside, however, is that such policies can be ‘very 
unpopular with bank customers’, the ACCA report admits. 

More promising still, security experts have been 
exploring how new technologies can be used to make card 
fraud tougher, including the use of  smartphones, near-
field communication or biometric authentication. But the 
ACCA report concludes that beyond using chip-and-PIN, 
‘there is no consensus on future technologies to prevent 
ATM skimmer fraud’. It is especially worrying that the 
card of  PayPal’s boss was equipped with a chip-and-PIN 
– suggesting that no technology is entirely secure. As with 
other types of  cybercrime, financial institutions and law 
enforcement officials are locked in an endless arms race 
with ever more sophisticated criminals. ■

Christopher Alkan, journalist based in New York

FOR MORE INFORMATION:

Skimming the Surface: How Skimmer Fraud Has Become 
a Global Epidemic is available at www.accaglobal/RI

IRELAND

* With a 
population 
of  4.58 million people, 
the Irish Payment 
Services estimated 
that there were 194 
skimming incidents in 
2011, of  which 142 were 
successful. 

* Anti-fraud measures have 
helped reduce the number 
of  skimming incidences 
to just 13 by 2012, with 
12 being successful. 

EUROPE 

* A report by the 
European Central 
Bank estimated in 
July 2013 that ATM 
fraud accounted for 
20% of  all payment 
card scams – 
totalling €232m. 

* The report also 
estimated that 95% 
of  counterfeit card 
fraud related to 
ATMs occurs outside 
Europe. 
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WHERE ARE  
WE HEADING?
We all have a part to play in shaping the future, says futurist Magnus Lindkvist,  
and creativity is a surer bet than competitiveness in delivering progress

▲ TRAIN OF THOUGHT
The Bund Sightseeing Tunnel in Shanghai, China.  
Our journey into the future may not be so brightly lit
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W
e used to think the future would bring us 
flying cars. Instead, we got Gangnam Style. 
In other words, there’s a gap between 
expectations and reality and there are 

Gangnam Style-like events in every industry today. Things 
that could not be predicted a few years ago are suddenly 
topping management agendas. 

At a recent conference for global tax lawyers in Madrid, 
the moderator stated that none of  the topics discussed in 
2013 was around a decade ago. The future often takes us 
by surprise and the issue is how to work and excel in an 
unpredictable environment. In a world without crystal orbs, 
the most important tool is mindset. 

Infobesity makes us prisoners of  the present. We are 
mired in dialogues about the here and now that blind our 
view of  what lies ahead. It’s worth looking at how we could, 
perhaps should, think about the future to make better 
decisions and create a different tomorrow.

The long view 
The British Archive of  Criminology has data showing we are 
about to run out of  murder in society. If  that strikes you as 
preposterous, bear in mind that its statistics stretch as far 

back as the 1400s, when killing someone was a common 
way of  settling disputes. Since then, the homicide rate has 
dropped by around 98%. 

Why, then, are people gloomy when asked about the 
present? Because pessimism is a defence mechanism. 
Sensitivity to danger – real or perceived – has proven a 
more useful survival tool than optimism. But in this one-
eyed view of  the world, we can lose important, underlying 
stories about where the world is heading. So where exactly 
is the world heading?

Where the future comes from
The future sometimes comes from the side. The megacity of  
Shanghai, for example, is built using innovations tried in 
many other countries previously – skyscrapers, high-speed 
trains, capitalism. The current globalisation of  accountancy 
standards is another example. This is horizontal change 
where the future comes at us from the side. 

For the enterprising mind, horizontal change 
represents a great business opportunity as you simply 
have to R&D – rip off  and duplicate – to implement a new 
idea in your local market. However, isolating the future 
to a horizontal remix between East and West can lead us 
into a zero-sum mindset where all we can do is divide up 

markets that already exist. Globalisation is often seen as 
a zero-sum game in which one side will get all the jobs, 
where cheaper accountants will outcompete their more 
expensive peers and all the resources will be gobbled up 
by the rich world. 

Before the year 1850, this was what our world looked 
like: a cyclical, stagnant society where you could not make 
things, only take them by means of  plunder, taxation or 
something similar. Progress – the idea that the future can 
become better – is a relatively new phenomenon. What 
began in 1850 was a transition to a society where change 
is the norm. Today we expect our children to live longer, 
possibly better, lives than us. We expect technology to 
bring us new things on a regular basis. We expect life as 
we know it to be different in the future. This is vertical 
change, where something previously impossible and 
unfathomable becomes a reality. 

The fog of  the future
Science fiction writer Arthur C Clarke once said that a 
sufficiently advanced technology should be indistinguishable 
from magic. Telepathy was considered magic 10 years 
ago; today, we call it Twitter. If  we want to keep on living 

in a progressive world, vertical 
change is a lot more important to 
think about and create than mere 
horizontal reshufflings. In other words, 
technology and how it will change 
accountancy is a more important 
discussion to have than globalisation, 
rule harmonisation and compliance. 

Yet technology disrupts and undermines, transforming the 
previously smooth, straight path to the future into a fog-
ridden, treacherous and turbulent journey.

There’s a choice between two paths in life and business: 
to compete or to create. Competition is about beating 
rivals by being faster, cheaper or better; creation is about 
undermining the present solutions and challenging the 
status quo. A successful, competitive company tends 
to make money and win awards; a successful creative 
company tends to make enemies and critics. Yet if  we want 
to keep on living in a progressive world – as opposed to a 
cyclical, Game of Thrones-like world – someone, perhaps 
you, will need to create.

How to create
Most management literature deals with competition; 
creation is a neglected area of  study. To find some clues 
to what it takes to be a creative enterprise, I conducted a 
study while at Stockholm School of  Entrepreneurship to 
look at how companies had survived great shifts historically. 
Not economic shifts – the boom-bust cycle is a part of  
everyday business – but more fundamental geopolitical 
shifts (the market opens up with the fall of  the Berlin 
Wall), technological shifts (the rise of  the internet) and » 

▌▌▌‘INFOBESITY MAKES US PRISONERS OF THE 
PRESENT. WE ARE MIRED IN DIALOGUES THAT 
BLIND OUR VIEW OF WHAT LIES AHEAD’
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spreading infection, was angrily 
criticised by other doctors who argued 
that frequent breaks to wash hands 
would be wasteful in terms of  time 
and money. 

Similarly, we face numerous 
impractical insights in our world 
today that would generate friction 
and waste resources in the short 
run but create a better world in the 
long run: more female leaders, more 
immigration in ageing European 
and Asian economies, technology’s 
potential to simplify bureaucracy, 
the automation of  accounting, etc. 
We tend to deal with such ideas either 
by shrugging them off  as impractical 
or hoping that someone else will solve 
the challenge at a later date. Faced 
with the choice of  a comfortable 
life or one of  conflict, most people 
choose the former. 

It was once said that whereas 
historians give a voice to the 
dead, futurologists give a voice to 
the unborn. Think for a moment 

existential shifts (the founder dies, leaving the company 
lost and confused). 

What I found was those rare companies that survived and 
excelled in turbulent times – and fewer than 20% of  them 
did – had three important features in their corporate culture. 

Number one, they had a culture of  experimentation and 
encouraged a trial-and-error approach. Such companies 
wasted sustainably; the failures (and there were plenty of  
them) were cheap. 

Number two, they had a culture of  failure recycling. The 
status quo does not like to lose its status, so new ideas often 
fail. Furniture in flat packs, for example, was invented in 
1940 by Stockholm department store Nordiska Kompaniet. 
It was a flop – Swedes didn’t have cars – but it was recycled 
by IKEA a decade later and became a worldwide success. 
Recycling failures is about tweaking the execution of  an idea 
that was good in theory but failed in practice. 

Number three, and particularly challenging in turbulent 
times, was patience – challenging because markets tend 
to be impatient today. From quarterly capitalism to Silicon 
Valley mantras, speed is worshipped. Yet when it comes 
to shaping human behaviour and building new practices, 
patience is not only a virtue but a requirement. 

When will the future begin?
We should not take progress for granted. New, disruptive 
ideas are frequently met with scepticism, even hostility. 
Dr Ignaz Semmelweis, the Vienna-based doctor who first 
proposed that doctors should wash their hands to avoid 

FUTURE IMPERFECT
Our ability to think ahead is half-baked and we tend to make the 
following mistakes when predicting what tomorrow might hold:
 
Fallacy: the future will have meaning
We tend to reduce the future to a moral fable where good or bad people 
will win. In reality, we often cannot judge what morals will be like in the 
future. The future isn’t binary.
 
Fallacy: if  only…
We frame the future as a place where problem X is solved by solution 
Y or gadget Z and we will live happily ever after. In reality, it is just ‘one 
damned thing after another’, to paraphrase Arnold Toynbee.
 
Fallacy: a one-dimensional future
We view the future as about one thing – carbon dioxide, the EU – but in 
reality it will be as cluttered and contradictory as the present.
 
Fallacy: everything changes 
Yet most of  us still enjoy barbecuing meat and drinking beer when 
relaxing on the summer vacation. Just like they did in the 1500s…

about what your grandchildren will ask one day. Where 
were you when we needed to change our profession? 
Where were you when there was a crisis of  confidence 
and trust in the corporate world? What did you do about 
the lack of  diversity in accountancy? How did you welcome 
new ways of  working and use technology to change things 
for the better? Let us hope that many of  us will be able 
to say we were there, on the barricades, when the future 
began in the 2010s – a time that will be known in the future 
as the Age of  Change. ■ 

Magnus Lindkvist is a trendspotter, futurologist and  
author of When the Future Begins: A Guide to  
Long-Term Thinking

FOR MORE INFORMATION:

Magnus Lindkvist will be a guest speaker at the following 
ACCA Annual Conferences, at which he will share his insights 

into the megatrends of  the future:

Hong Kong: Conrad Hong Kong, 10 May  
www.accaglobal/ab70

Singapore: Raffles City Convention Centre, 12 May  
www.accaglobal/ab71

Malaysia: Mandarin Oriental, Kuala Lumpur, 15 May 
www.accaglobal/ab72
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A good MBA fuels 
career success
‘ The global MBA offers high quality tuition, great 
flexibility and global recognition. The real workplace 
case studies alongside the theory improved my 
knowledge and widened my exposure to business 
management. This MBA is perfect for motivated  
and self-disciplined finance professionals to further 
develop their understanding of business.’

Angie Dai
assistant PRC finance manager, ExxonMobil Investment

Ranked 7th globally in the QS 
Distance Online MBA Rankings 2014

www.accaglobal.com
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FOR MORE INFORMATION:

www.talentspace.co.uk

@robyeung

TALENT DOCTOR: VISION
Go for a job interview and you may be asked the 
question ‘Where do you see yourself in five years’ 
time?’ Hopefully, you have an answer that will tell the 
interviewer how committed you are both to your work 
and the industry.

But let me now ask you ‘Where do you see yourself  
in 15 years’ time?’ When I put this question to a group 
of  executives during a recent leadership development 
workshop that I was running, the finance director 
answered that he didn’t know. He simply couldn’t come 
up with an answer and argued that there really wasn’t 
much point in thinking that far ahead.

However, research based on something called 
‘intentional change theory’ increasingly suggests that 
individuals with a long-term vision of  how they would like 
their lives to turn out have a greater chance of  achieving 
that vision. If  life is like a journey, then it’s the equivalent 
of  having a destination in mind when you set out.

Simpler than it sounds
The idea of  a vision sounds terribly grand. But a vision 
is really only a picture or description of  how we would 
like our lives to turn out.

In my work with senior executives, I use the term 
‘balanced vision’ because studies indicate that leaders 
are most able to make sustainable change in their lives 
when they consider all aspects of  their lives and not just 
their careers. That means thinking about their families 
and friends, their health and their broader interests 
too. For some, that may include a contribution to their 
communities – perhaps a sport or their spirituality or 
religion, for example.

How do you craft a vision? I have invited many 
executives to engage in what I say is a seemingly 
frivolous exercise – I ask them to dream about their 
perfect life. I say: ‘Imagine that it’s 20 years from now 
and your life has turned out perfectly. Everything has 
gone right and you’re feeling happy, satisfied and 
fulfilled. What are you doing? Who are you with? How 
do the people around you describe you?’

You need time to create a vision. It’s not something 
that you can work on when you’re feeling harassed 
and under pressure. It’s a time-out – an opportunity to 
reflect on how things are going and to be honest with 
yourself. What do you really want? Listen to that voice 
in your own head and not to the voices of  colleagues, 
friends and loved ones. Don’t follow a prescribed career 
path simply because it’s expected of  you or because it’s 
the most prestigious option.

Do you truly enjoy the path that you’re on? If  not, why 
remain on it? You’ll never be able to compete with those 
who just love, love, love what they do. Better to find your 
own niche. Once you’re happy with where you are and 
what you’re doing, you can build up your skills, make 
plans to pursue the right kinds of  opportunities and 
prioritise your efforts. 

So what do you want from life? Once you know, you 
can take the steps to work towards it. And, who knows? 
You might just achieve it.

Dr Rob Yeung is a psychologist at leadership consulting 
firm Talentspace and author of more than 20 career 
and management books including How To Win: The 
Argument, the Pitch, the Job, the Race. He also appears 
frequently as a business commentator on BBC, CNBC 
and CNN news.

Career boost
Do you know what you want from life, asks Dr Rob Yeung, plus what really annoys the 
CFO, toxic performance appraisals, and a new leader in eye-wateringly expensive cities
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WOMEN AND DIVERSITY
In 1909, ACCA was the 
first accountancy body to 
allow women members. 
It was also the first with a 
woman president. Female 
membership currently stands 
at 45%, with 51% making up 
the student population. 

International Women’s 
Day 2014 on 8 March, which 
ACCA supported, was a 
celebration of  the progress 
made for women’s equality. 
But with UK business 
secretary Vince Cable 
backing a plan to force all-
women shortlists for board-
level posts in FTSE 100 
companies, there is obviously 
still much to be done. 

The last word goes to 
ACCA chief  executive Helen 
Brand: ‘Our extensive work 
into diversity shows that real 
commitment to diversity 
widens the talent pool.’

RED RAGS TO THE CFO
A recent Robert Half  survey 
of  2,100 US CFOs found 
32% thought non-business-
related web browsing and 
social media usage caused 
the greatest drain on man-
hours; 27% said employees 
chatting by the water 
cooler or printer was worse, 
while 11%  (19% at larger 
businesses) chose meetings. 

Considering we’re working 
longer hours, it’s inevitable 
that personal issues will 
encroach more into work 
time. But – just a thought 
– why don’t we work less 
and socialise after work, in 
person, as opposed to being 
distracted by pseudo-social 
media during work hours?

ALL CHANGE AT THE TOP
Asia is stealing the lead in 
the world’s most expensive 
cities league. The top 
10 cities in this year’s 
Economist Intelligence Unit 
Worldwide Cost of  Living 
Survey – a relocation tool 
that uses New York as a 
benchmark for the cost 

THE BIG BREAK 
FAIZA YASIN FCCA
Management consultant Faiza Yasin’s CV 
reads like that of somebody with a career 
twice as long as hers. She has managed to 
cram a lot into a short space of time. The 
knowledge, experience and skills she’s 
gained along the way are testament to her 
hard work and positive attitude. Now living 
in Canada, via the Cayman Islands, where 
she was a senior auditor with Deloitte, 
and her native Pakistan, Yasin continues 
to push her career forward in new and 
exciting directions. She is also one half 
of an over-achieving brother-sister team – 
twins and both ACCA.

What’s the worst thing a candidate could 
say in an interview? Criticise their former 
employer. Ask questions about the salary, 
benefits, vacations, bonuses, etc.
How do you secure work experience in 

a competitive market? Have a positive 
attitude, a good work ethic and network.
If you needed a certain soft skill for a 
specific role, how would you acquire it?
Learn from others, or by taking courses.

Yasin’s top career tips:

of  living in 400 cities – 
are dominated by Asia, 
Australasia and Europe, with 
Singapore first and Tokyo 
sixth. Sydney is fifth, behind 
traditional money sponges 
Paris, Oslo and Zurich. 

Editor Jon Copestake 
puts it down to ‘the 
continued rise of  Asian hubs 
and improving sentiment 
in structurally expensive 
European cities’. 

So if  you’re looking to 

migrate, Asia is still a good 
bet, but no longer the cheap 
option it used to be. ■

This page is compiled and 
edited by Neil Johnson, 
editor, ACCACareers.com

THE PERFECT: PERFORMANCE APPRAISAL
Is there such a thing? What good does it do an employee to hear good, 

bad or ‘constructive’ things from an employer? For that matter, what 
good does it do the employer? Recent research by psychologists at 

several US universities has found that negative feedback 
is taken badly by even the most motivated. Furthermore, 
in the context of an appraisal even positive feedback is 
often misconstrued or misread as criticism. Stanford 
University professor Bob Sutton says appraisals are 
‘a bad practice that does more harm than good in 

all or nearly all cases’, leading to ‘destructive 
internal competition’. However, appraisals 

are commonplace in corporate culture and 
more often than not considered desirable by 
employees. They’re a way for people to feel 
connected to their company and respected 
by their boss, and that their careers are 

being taken seriously. But a good appraisal 
depends on so many aspects, not least an 
acceptance of their value and seriousness by 
both employee and employer.
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and services from the 
market, so their resource 
base should not be so very 
different, should it? Apart 
from brands, there is little 
to differentiate the two 
in the long run – except, 
of  course, another key 
intangible: O&P.

O&P strategy is the flip 
side of  the externally facing 
competitive strategy. It 
not only enables the latter 
to be implemented but 
also has a role to play in 
identifying and facilitating 
new external strategies. It 
does this by prompting the 

Organisation and people 
(O&P) is a very important 
part of the theory of 
competitive advantage, 
which emphasises the 
importance of having 
distinctive internal 
resources and capabilities 
that then lead to superior 
economic performance. 

If, for example, you 
wanted to compare two 
different supermarkets – 
Sainsbury’s and Tesco, say 
– they would be similar in 
many ways. Both businesses 
can buy supermarket 
sites, products, systems 

following question: given 
what we are (or what we 
could be) really good at, are 
there opportunities that we 
could excel at?

Definition and role
In my 2003 book with 
Laura Brown, Value-based 
Human Resource Strategy, 
I define O&P strategy as 
the plans, programmes 
and intentions of  developing 
an organisation to meet 
its present and future 
competitive challenges in 
order to generate superior 
economic value.

This is a lot more than HR 
strategy, which tends to be 
purely focused on supplying 
the right number and levels 
of  skills operationally to 
the organisation within 
the existing organisational 
structure and style. 

O&P deals with 
the relative level of  
organisational competences 
vis-à-vis market and 
competitive demands, 
present and future, too. 
It should be owned not 
just by the HR director, 
but also by the CEO – in 
just the same way as the 

O&P means USP
In the first of two articles on organisation and people (O&P) 
strategy, Dr Tony Grundy looks at what it really means in practice 
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latter should own the 
competitive strategy.

It should also be closely 
tied to and targeted 
at superior economic 
performance and contain 
a ‘stretch’ element, and 
not just be performance 
maintenance. That makes it 
very much the proactive FD’s 
concern and interest.

Coming back to Tesco, 
O&P strategy, alongside 
brand strategy, led to 
the success of  its growth 
strategy in the UK between 
1997 and 2007. From 
around 1994 to 1995, 
Tesco cleared out its senior 
management, leaving in 
place upwardly thrusting, 
intelligent managers hungry 

for success, led by Terry 
Leahy, who became CEO in 
1997, aged just 40. 

I remember that period 
well. On one occasion I was 
working with Paul Mancey, 
then new head of  Tesco 
Services (such as utilities 
and mobiles). On beginning 
one particular project in a 
new market, he said to me: 
‘We want to be finished in 
a week. The goal is to do 
something that others would 
spend a few months on – in 
a week.’

This hunger, focus and 
drive paid off  and such 
bursts of  concentrated 
thought led to the business 
models of  Tesco Non Food, 
Tesco Dotcom, Express and 
Tesco Personal Finance in 
incredibly short periods of  
time, as well as its brand 
and customer service 
strategy. Where there is 
not much real differential 
between the assets that an 
organisation can buy, then 
the most important aspect 

of  competitive advantage is 
speed. This is derived from 
the O&P strategy.

An example of  this was 
a workshop held in the 
mid-1990s when a group 
of  young Tesco managers 
got together to sort out 
incomplete attempts at 
building a home shopping 
model. During the workshop 
we came up with the sub-
brand of  Tesco Direct. I 
saw that brand in store at 
Bar Hill, Cambridge, just 
weeks later. That was so 
impressive: is your own 
organisation capable of  
working so fast? Or is it 
just set up like the others? 
If  so, then it should not 
be a big surprise if  it is 

fundamentally no better 
than its competitors.

O&P aims to provide a 
coherent focus to human 
resource allocation across 
the organisation so it then 
behaves in an outstanding 
way – easily capturing 
and keeping customers, 
making astute decisions 
at every level, and creating 
a true team across the 
organisation. It will be 
seamlessly woven in with the 
brand strategy. Operationally 
and strategically it will be 
seen in all interactions 
within the organisation and 
by customers and suppliers.

Metrobank
Take the case of  Metrobank, 
a customer-loving new bank 
with ‘stores’, not branches, 
and ‘no stupid bank rules’. 
The brand is customer-
friendly, so what about 
the staff?

I visited the Bromley 
store to register for internet 
banking. I had to set up 

▌▌▌NOW, I AM AN ACCOUNTANT AND HAVE AN MBA, 
SO GETTING IT RIGHT SHOULD HAVE BEEN A DODDLE. 
WRONG… IT TURNED OUT TO BE QUITE TRICKY

the passwords and the 
numerical passcodes. Now, 
I am an accountant and have 
an MBA, so you would have 
thought that getting it right 
would have been a doddle 
for me. Wrong. 

It turned out to be quite 
tricky, though with the help 
of  staff  member Samuel 
Adetula, I finally completed 
the process. Not once did 
Adetula show tiredness, 
frustration or impatience: he 
smiled no matter what.

I did make a payment 
the next week and thought I 
had it cracked. Then another 
week later I tried at home 
and it wouldn’t work. So 
back I went to Bromley and 
Adetula – an unlucky day 

for him – got me again. But 
I never saw his face drop or 
his eyes roll; he just kept 
on smiling. Please, please, 
Metrobank, hang on to that 
service culture!

In a nutshell
Using the example of  
Metrobank – based purely 
on what is available from 
the public domain, from 
interactions with staff  and 
from what can be deduced, 
this successful and fresh 
organisational model can 
be attributed to:

* recruitment of  young, 
fresh, eager and 
intelligent staff  with 
some job experience in 
non-banking

* a desire to establish 
a level of  personal 

relationship in every 
customer interaction. 

* an investment in ‘meeting 
and greeting’ customers, 
making them feel looked 
after – it costs money 
but is ultimately cheaper 
than losing customers

* effective manpower 
planning so that staff  
seen ‘in store’ now 
may be groomed for 
managerial positions later 

* mindfulness of  the 
longer-term competitive 
benefits of  this strategy. 
At my previous bank, 
cost seemed its main 
interest. As one of  
its senior managers 
admitted to me: ‘If  you 
want real flexibility then 
we can’t do that: we are 
just too big. If  you want 
flexibility, you would 
definitely be better off  
with Metrobank.’ 

Therefore, O&P strategy can 
be defined as:

* building distinctive 
capabilities for the 
present and future

* delivering these to exactly 
the right places at the 
right times to support 
growth

* ensuring that the 
organisation develops 
and changes to deliver 
the competitive strategy 
and accomplishes this 
at speed, outpacing 
competitors 

* behaving in such a novel 
way that customers feel 
they are being treated 
as if  they truly mattered, 
rather than being a bit 
of  a pain. ■

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

FOR MORE INFORMATION:

www.tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd
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Customer centricity
Seeing the business in terms of its customers rather than its products, and locking in 
their loyalty, can be an extremely effective way to grow the bottom line

Finance professionals 
have an important role 
to play in aligning their 
organisations more closely 
with their customers. The 
concept, known as customer 
centricity, has become 
increasingly important.

One reason for its 
popularity is the success of  
pioneers in the area, such as 
supermarket chain Tesco.

Tesco’s achievements 
in promoting customer 
centricity hinged on the 
development of  its loyalty 

card. This gave a small 
discount to shoppers but 
brought huge value to the 
company in terms of  the 
data it gathered on them. 
Departments across Tesco 
and external data analysts 
participated in harnessing 

this data to promote an 
acute focus on the customer.

For example, the 
card generated detailed 
information about 
individuals’ buying habits. 
These were then linked 
to feedback channels 
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through which Tesco could 
communicate directly with 
customers and build loyalty.

Peter Fader, author of  
Customer Centricity and 
professor of  marketing at 
Wharton School, University 
of  Pennsylvania, says the 
concept involves identifying 
your most valuable 
customers and orienting the 
entire organisation around 
their needs.

But it’s not just the 
attempt to follow in the 
trailblazers’ footsteps 
that is driving customer 
centricity. ‘The traditional 
product-centric model, 
where companies developed 
blockbuster products and 
rode that wave forever, has 
become tougher,’ says Fader.

He has identified seven 
‘cracks’ that have appeared 
in the traditional product-
centric approach and forced 
companies to consider 
shifting the focus away 
from products and towards 
customers.

The seven cracks
The seven factors are the 
following trends:
1 commoditisation
2 smarter, better informed 

customers
3 more demanding 

customers
4 retail saturation, where 

every product is available 
everywhere

5 the global mindset, in 
which companies want 
to market much more 
broadly

6 deregulation – some 
companies’ monopoly 
protection has 
disappeared

7 big data, and the 
unprecedented 
‘granularity’ and 
precision of  data 
available.

As Tesco’s strategy evolved, 
it used its data to segment 
customers and direct its 
marketing at them in more 
refined ways. 

Fader says: ‘Too 
many companies think 
customer centricity is about 
surrounding the customer 
and being their friend. It 
is, but the point is to figure 
out the right customers to 
surround. When we find the 
right customers, we invest to 
create more value for them, 
make it easier to extract that 
value for us and to find more 
customers like them.’

Matt Keylock, global 
head of  data at Dunnhumby, 
says customer centricity 
requires thinking in different 

ways about customers and 
profitability: ‘It is sometimes 
hard to understand who your 
best customers are. Many 
companies will do a loyalty 
segmentation, but they 
also need to understand 
customers’ interactions 
without necessarily 
overlaying their profitability 
framework.

‘For example, in the 
digital world you can 
understand one individual’s 
engagement and how 
they influence others. 
For example, I may not 
spend much with a certain 
brand, but I may strongly 
influence many other 
people. That makes me 
disproportionately important 
compared to my traditional 
financial metrics.’

He cites another example 
of  a retailer that defined 
its best customers as those 
spending more than $1,000 
a year. They decided the 
easiest way to grow that 
customer base was to sell 
them one item that cost 
over $1,000. ‘But that 
wasn’t their core business,’ 
says Keylock. ‘So they 
were selling one item to 

▌▌▌‘IT’S NOT JUST ABOUT SURROUNDING THE 
CUSTOMER AND BEING THEIR FRIEND. THE POINT IS TO 
FIGURE OUT THE RIGHT CUSTOMERS TO SURROUND’

customers who never came 
back. That eroded the base 
of  truly loyal customers.

‘We helped them 
understand that visit 
behaviour and breadth of  
category engagement were 
more important drivers of  
loyalty – deeply engaged 
customers shopped across 
the breadth of  the store.’

There are many barriers 
to enhancing customer 
centricity. Fader says: ‘It 
starts at the tactical level 
– can we use the data, 
analytics and technology to 

send the right message to 
the right customer at the 
right time? 

‘But that is not easy if  a 
company does not have the 
right science or organisation 
behind it. They need to 
change the organisational 
design and corporate 
culture, and use the right 
performance metrics and 
incentive structures. They 
have to hire the right kind 
of  people who are more 
interested in and able to do 
customer-centric rather than 
product-centric things.’

Missing data
He says another barrier 
in some industries is the 
absence of  data for doing 
a proper customer lifetime 
value (CLV) calculation. Also 
there might be regulatory 
issues – in some industries, 
for example, you are not 
allowed to treat certain 
customers differently.

The target is constantly 
moving. According to a 
recent report by Accenture, 
today’s consumers are 
highly mobile, tech-savvy 
and have constantly rising 
expectations. Their once 

linear and predictable 
buying process is now 
dynamic and continuous. 
This demands that 
companies provide a 
seamless experience across 
all touch points. A range of  
measures must be taken 
to meet these consumer 
expectations and take best 
advantage of  this new 
reality, says the report.

One example is setting 
up strong command and 
control capabilities that 
extend across the entire 
service delivery model. This 

can help ensure that an 
organisation’s resources, 
processes and technologies 
are fully coordinated to 
minimise service failures, 
optimise operating 
expenditures and deliver the 
right customer experiences.

Ed Shepherdson, senior 
vice president, customer 
success, at Ottawa-based 
Coveo Insight Solutions, 
says that cultural and 
regulatory issues mean 
many companies are so 
siloed they cannot address 
these new paradigms.

However, with the 
right backing from senior 
management, there are 
technologies that can help 
overcome those issues, 
he says. ‘The ability for 
multiple business lines to 
have contextually relevant 
content available to make 
informed decisions is 
at the core of  customer 
centricity,’ he explains. 
‘That requires sharing of  
information across multiple 
silos and organisations – the 
technological matrix needs 
to be connected.’

Shepherdson refers to 
a process called the » 
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adoption is faster than ever, 
consumer expectations 
are changing constantly, 
and new segments and 
demographics are entering 
the marketplace. Also, 
organisations have to adopt 
a shorter-term, test-and-
learn approach. That 
requires shorter investment 
cycles and risks because 
some tests don’t work.’

Finance has a major role 
in measuring and analysing 
data. In collaboration with 
other functions such as 
sales and marketing, a 
balanced set of  metrics 
should be set up to monitor 
and measure customer 
value without compromising 
financial performance.

Barton says: ‘The metrics 
depend on what outcome 
you are seeking, what kind 
of  customers you deal 
with, product lifecycle, etc. 
Some organisations create 
bespoke metrics around 
loyalty and cost to serve; 
others are keen on things 
like net promoter score and 
customer effort score. The 
best metrics tie to financial 
value as that makes difficult 
choices easier to justify.’

Fewer metrics
She recommends focusing 
on a small number of  
metrics that should be 
discussed at board level on 
a regular basis.

Fader says finance can 
sometimes lead on customer 
centricity: ‘Some finance 
functions say they need to 
account for customer capital 
to get a full picture of  what 
an enterprise is worth. 
Customer centricity looks 
to the future with concepts 
like CLV. Many managers 

‘customer journey’, which 
is a framework aimed at 
ensuring that all those 
different customer touch 
points are joined up. 

But technology is just an 
enabler. ‘The only way for an 
organisation to do this is to 
create a cultural awareness, 
from senior management 
down,’ he adds.

So how can finance 
professionals help enhance 
customer centricity? Dawn 
Easeman FCCA, group head 
of  finance at insurance 
company Rock Services, 
agrees that customer 
centricity is about making 
the most of  your customers 
by satisfying as many of  
their needs as possible 

rather than by making the 
most of  your products.

She says: ‘A lot of  time 
and effort is spent gaining 
new customers. You need to 
consider what more you can 
do for your current customer 
base. One bad experience 
can switch a customer’s 
loyalty across all products. 
Finance professionals need 
to gain an understanding 
of  the operational sides of  
a business; they go hand in 
hand with the financials. The 
customer centricity model 
takes this further towards 
understanding how the 
information we produce as 
finance professionals is used 
and developed.’

Rachel Barton, managing 
director at Accenture 
Strategy, says: ‘Customer 
centricity means that every 
function orients around 
the customer, so finance 
also needs that mindset. 
To be customer-centric, 
you need flexibility. Accept 
that new technology 

would rather look to the 
past, because you can’t 
argue with it. It is tough for 
a marketing manager to deal 
with analytics and forecasts, 
so they should collaborate 
with finance. 

‘Finance is used 
to dealing with future 
scenarios, so let’s adopt that 
approach for customers. 
That collaboration may 
help the marketers get the 
resource to do it.’

However, Fader says 
that in other organisations 
marketers are frustrated: 
‘They see customers 
as assets but, because 
customer value does not 
always appear on the 
balance sheet, sometimes 

finance dismisses that 
idea. I want everyone to see 
customers as tangible assets 
on the balance sheets. I 
want investors to demand 
customer-oriented numbers 
to judge how good a firm is.’

Barton agrees with 
Easeman that it is just as 
important to think about 
retaining customers as 
acquiring new ones. She 
points to the vast research 
now available showing 
that customer disloyalty 
is at an all-time high. 
‘Think seriously about your 
acquisition and retention 
strategy,’ she says. ‘What is 
the value case for retention 
versus acquisition and 
are you balancing funding 
across those two? In the 
US, we estimated there is 
$1.3 trillion of  revenue up 
for grabs across the whole 
US economy because of  
customer disloyalty.

‘The board must 
discuss metrics that 
describe customer loyalty, 

satisfaction and the ability 
to turn the customer into 
a fan with the same level 
of  importance as other 
financial indicators.’

Misleading
Keylock stresses that 
financial metrics on their 
own can be misleading. ‘As 
well as understanding the 
value of  a customer base, 
the role of  finance is to get 
into more sophisticated 
metrics about how it is doing 
with customers,’ he says. 
‘For example, a business 
may have sacrificed 
customer engagement for 
short-term sales and find 
that the loyal customer base 
starts to erode. Customer 
metrics may show you this 
before the financials do.

‘Measure things like 
loyalty segmentation. 
Attribute sales across 
segments to understand 
whether you are growing 
or retaining your loyal 
customers and moving 
people up the loyalty ladder, 
or losing loyal customers. 
Segmenting customers 
according to their needs is 
also important in this.’

Finally Shepherdson 
says finance can have a 
significant role in identifying 
the cost of  inefficiencies in 
the customer journey – for 
example, in a bank, the cost 
of  the mortgage department 
not sharing information with 
the credit card function.

‘We see cost of  sales, 
but I have never seen a 
measurement of  the cost 
of  marketing overlap 
to a customer from six 
different business units,’ 
he says. ‘Finance can 
calculate customer-oriented 
metrics in terms of  the 
relationships between 
different business lines. The 
costs are significant and an 
organisation that catches on 
to this will do well.’ ■

Tim Cooper, journalist

▌▌▌‘IT IS TOUGH FOR A MARKETING MANAGER TO 
DEAL WITH ANALYTICS AND FORECASTS, SO THEY 
SHOULD COLLABORATE WITH FINANCE ON METRICS’
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The purpose of the 
statement of profit or 
loss and other 
comprehensive 
income (OCI) 
is to show an 
entity’s financial 
performance in a 
way that is useful 
to a wide range of 
users so they may 
attempt to assess 
the future net cash 
inflows of an entity. 
The statement should be 
classified and aggregated 
in a manner that makes 
it understandable and 
comparable.

International Financial 
Reporting Standards (IFRS) 
currently require that the 
statement be presented as 
either one statement, being 
a combined statement of  
profit or loss and other 
comprehensive income, 
or two statements, being 
the statement of  profit or 
loss and the statement 
of  other comprehensive 
income. An entity has to 
show separately in OCI, 
those items which would 
be reclassified (recycled) 
to profit or loss and those 
items which would never 

be reclassified (recycled) to 
profit or loss. The related 
tax effects have to be 
allocated to these sections.

Profit or loss includes all 
items of  income or expense 
(including reclassification 
adjustments) except 

those items 
of  income or 
expense that are 
recognised in OCI as 
required or permitted 
by IFRS. Reclassification 
adjustments are amounts 
recycled to profit or loss 
in the current period that 
were recognised in OCI 
in the current or previous 
periods. An example of  
items recognised in OCI that 
may be reclassified to profit 
or loss are foreign currency 
gains on the disposal of  

a foreign operation and 
realised gains or losses on 
cashflow hedges. Those 
items that may not be 
reclassified are changes in 
a revaluation surplus under 
IAS 16, Property, Plant and 
Equipment, and actuarial 

gains and 
losses on a 
defined benefit  
plan under IAS 19,  
Employee Benefits.

However, there is a 
general lack of  agreement 
about which items should be 
presented in profit or loss 

and in OCI. The interaction 
between profit or loss and 
OCI is unclear, especially 
the notion of  reclassification 
and when or which OCI 
items should be reclassified. 

A common 
misunderstanding is 

that the distinction is 
based on realised versus 
unrealised gains. This lack 
of  a consistent basis for 
determining how items 
should be presented has 
led to an inconsistent use 
of  OCI in IFRS. It may be 
difficult to deal with OCI on 
a conceptual level since the 
International Accounting 
Standards Board (IASB) is 
finding it difficult to find 
a sound conceptual basis. 
However, there is urgent 
need for some guidance 
around this issue.

Opinions vary, but there 
is a feeling that OCI has 
become a ‘dumping ground’ 
for anything controversial 
because of  a lack of  clear » 

Profit, loss and OCI
Graham Holt explains what differentiates profit or loss from other 
comprehensive income and where items should be presented

▌▌▌THE LACK OF A CONSISTENT BASIS FOR 
DETERMINING HOW ITEMS SHOULD BE PRESENTED  
HAS LED TO AN INCONSISTENT USE OF OCI IN IFRS
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definition of  what should be 
included in the statement. 
Many users are thought to 
ignore OCI as the changes 
reported are not caused by 
the operating flows used for 
predictive purposes.

Financial performance 
is not defined in the 
Conceptual Framework, but 
could be viewed as reflecting 
the value the entity has 
generated in the period 
and this can be assessed 
from other elements of  the 
financial statements and 
not just the statement of  
comprehensive income. 
Examples would be the 
statement of  cashflows 
and disclosures relating 
to operating segments. 
The presentation in profit 
or loss and OCI should 
allow a user to depict 
financial performance, 
including the amount, 
timing and uncertainty 
of  the entity’s future net 
cash inflows and how 
efficiently and effectively 
the entity’s management 
have discharged their duties 
regarding the resources of  
the entity.

There are several 
arguments for and 
against reclassification. If  
reclassification ceased, there 
would be no need to define 
profit or loss, or any other 
total or subtotal in profit or 
loss, and any presentation 
decisions can be left to 
specific IFRSs. It is argued 
that reclassification protects 
the integrity of  profit or 
loss and provides users with 
relevant information about 
a transaction that occurred 
in the period. Additionally, it 
can improve comparability 
where IFRS permits similar 
items to be recognised in 
either profit or loss or OCI.

Those against 
reclassification argue that 
the recycled amounts 
add to the complexity of  
financial reporting, may lead 
to earnings management, 

effect on the business is an 
incorrect one.

The discussion paper 
on the Conceptual 
Framework considers three 
approaches to profit or loss 
and reclassification. The 
first approach prohibits 
reclassification. The other 
approaches, the narrow and 
broad approaches, require 
or permit reclassification. 
The narrow approach 
allows recognition 
in OCI for bridging 
items or mismatched 
remeasurements, while 
the broad approach 
has an additional 
category of  ‘transitory 
measurements’ (for 
example, remeasurement of  
a defined benefit obligation), 
which would allow the 
IASB greater flexibility. 
The narrow approach 
significantly restricts the 
types of  items that would be 
eligible to be presented in 

and the reclassification 
adjustments may not meet 
the definitions of  income 
or expense in the period as 
the change in the asset or 
liability may have occurred 
in a previous period.

The original logic 
for OCI was that it kept 
income-relevant items that 
possessed low reliability 
from contaminating the 
earnings number. Markets 
rely on profit or loss and 
it is widely used. The OCI 
figure is crucial because 
it can distort common 
valuation techniques used 
by investors, such as the 
price/earnings ratio. Thus, 
profit or loss needs to 
contain all information 
relevant to investors. Misuse 
of  OCI would undermine 
the credibility of  net 
income. The use of  OCI 
as a temporary holding 
for cashflow hedging 
instruments and foreign 

▌▌▌THE LOGIC FOR OCI WAS THAT IT KEPT INCOME-
RELEVANT ITEMS THAT POSSESSED LOW RELIABILITY 
FROM CONTAMINATING THE EARNINGS NUMBER

currency translation is  
non-controversial. 

However, other 
treatments such as the 
policy of  IFRS 9 to allow 
value changes in equity 
investments to go through 
OCI, are not accepted 
universally. 

US GAAP will require 
value changes in all equity 
investments to go through 
profit or loss. Accounting 
for actuarial gains and 
losses on defined benefit 
schemes are presented 
through OCI and certain 
large US corporations have 
been hit hard with the losses 
incurred on these schemes. 
The presentation of  these 
items in OCI would have 
made no difference to the 
ultimate settled liability, but 
if  they had been presented 
in profit or loss the problem 
may have been dealt with 
earlier. An assumption that 
an unrealised loss has little 
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OCI and gives the IASB little 
discretion when developing 
or amending IFRSs.

A bridging item arises 
where the IASB determines 
that the statement of  
comprehensive income 
would communicate more 
relevant information about 
financial performance if  
profit or loss reflected a 
different measurement 
basis from that reflected in 
the statement of  financial 
position. For example, 
if  a debt instrument is 
measured at fair value in 
the statement of  financial 
position, but is recognised 
in profit or loss using 
amortised cost, then 
amounts previously reported 
in OCI should be reclassified 
into profit or loss on 
impairment or disposal of  
the debt instrument. 

The IASB argues that 
this is consistent with 
the amounts that would 
be recognised in profit or 
loss if  the debt instrument 
were to be measured at 
amortised cost.

A mismatched 
remeasurement arises 
where an item of  income or 
expense represents an 
economic phenomenon 
so incompletely that 
presenting that item 
in profit or loss would 
provide information that has 
little relevance in assessing 
the entity’s financial 
performance. An example 
of  this is when a derivative 
is used to hedge a forecast 
transaction; changes in the 
fair value of  the derivative 
may arise before the 
income or expense 
resulting from the 
forecast transaction. 
The argument is that 
before the results of  
the derivative and the 
hedged item can be 
matched together, any 
gains or losses resulting 
from the remeasurement 
of  the derivative, to the 

realisation in the short/
long-term or outside 
management control) are 
difficult to distil into a set of  
principles.

Therefore, the IASB 
is suggesting two broad 
principles, namely: 
1 Profit or loss provides 

the primary source of  
information about the 
return an entity has 
made on its economic 
resources in a period. 

2 To support profit or loss, 
OCI should only be used 
if  it makes profit or loss 
more relevant.

The IASB feels that changes 
in cost-based measures 
and gains or losses 

resulting from initial 
recognition should 

not be presented 
in OCI and that 
the results of  

transactions, 
consumption and 

impairments of  assets 
and fulfilment of  liabilities 

should be recognised in 
profit or loss in the period 
in which they occur. As 
a performance measure, 
profit or loss is more used, 
although there are a number 

of  other performance 
measures derived from 
the statement of  profit 
or loss and OCI. ■

Graham Holt is director of 
professional studies at the 
accounting, finance and 

economics department 
at Manchester 
Metropolitan 
University 
Business School

FOR MORE INFORMATION:

Speech by Hans Hoogervorst: ‘Defining Profit or Loss and 
OCI... can it be done?’:  http://tinyurl.com/orl28bf

extent that the hedge is 
effective and qualifies 
for hedge accounting, 
should be reported in OCI. 
Subsequently those gains 
or losses are reclassified 
into profit or loss when the 
forecast transaction affects 
profit or loss. This allows 
users to see the results of  
the hedging relationship.

The IASB’s preliminary 
view is that any requirement 
to present a profit or loss 
total or subtotal could 
also result in some items 
being reclassified. The 
commonly suggested 
attributes for differentiation 
between profit or loss and 
OCI (realised/unrealised, 
frequency of  occurrence, 
operating/non-
operating, 
measurement 
certainty/
uncertainty, 
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FAIR VALUE
The Financial Reporting 
Council (FRC) has issued 
FRED 54, Draft Amendments 
to FRS 102 – Basic financial 
instruments. The proposals 
amend the requirement 
for businesses to measure 
debt instruments at fair 
value. The consultation is 
short and closes on 30 
April 2014, and proposes 
that the amendments 
will be effective from the 
introduction of  New UK 
GAAP (generally accepted 
accounting practice) 
commencing 1 January 
2015. The changes 
to the text of  Section 
11, ‘Basic Financial 
Instruments’, and changes 
to the glossary examples, 
are highlighted. 

You can find the 
document at http://tinyurl.
com/fred54-102

NOT FOR PROFIT 
CCAB has published 
the first comprehensive 
international study into 
financial reporting for 
not-for-profit organisations 
(NPOs). One of  the 
key findings was that 
the ‘majority of  survey 
respondents (72%) 
indicated that they thought 
it would be useful to have 
international standards 
for financial reporting by 
not-for-profit organisations’. 
From page 116 of  the 
report you can see a limited 
but useful summary, listed 
by country, showing the 
size of  the NPO sector, 
the size of  the charitable 
sector, a summary of  how a 
country is IFRS compliant, 
the current reporting 
framework, national 

REPORTING

MORE GAAP CHANGES
In addition to FRS 102 
coming in from 1 January 
2015, the UK will be 
implementing a new 
accounting directive perhaps 
just a year later. The main 
effect this time will be on 
small companies. Firstly, 
more companies will qualify 
as small – probably any 
company with less than 
around £10m of  turnover 
or less than £5m of  assets 
or 50 employees (two out 
of  three). It is not yet clear 
that the audit threshold 
would follow this change 
immediately. Secondly, if  
you are small the disclosure 
requirements are likely to be 
significantly reduced.

Because of  this reduction 
the FRSSE (Financial 
Reporting Standard for 
Smaller Entities) may well be 
withdrawn from 2016 and 
small companies will have 
to follow FRS 102 after all 
(although with the benefit of  
those disclosure reductions). 
Consultations from the 
Department for Business, 
Innovation and Skills and the 
Financial Reporting Council 
are expected by the middle 
of  the year. 

Find out more at www.
accaglobal.com/advisory  

regulators, current 
consultations and a 
summary of  the challenges. 

You can find the report at 
http://tinyurl.com/ 
ccab-npo

AUDIT

AUDIT QUALITY
In its publication A 
Framework for Audit Quality: 
Key Elements that Create 
an Environment for Audit 
Quality, the International 
Auditing and Assurance 
Standards Board (IAASB) 
states that it has ‘developed 
a Framework for Audit 
Quality (the Framework) that 
describes the input, process 
and output factors that 
contribute to audit quality 
at the engagement, audit 
firm and national levels, 
for financial statement 
audits’. It is clear that 
the IAASB expects to see 
greater interaction by all 
stakeholders. In addition, 
the appendix highlights 
the complexity of  defining 
audit quality. 

You can find the 
document at http://tinyurl.
com/iaasb-quality

TAX

PERSONAL ALLOWANCE
It is one year away but, from 
6 April 2015, a spouse/
civil partner who is not 
liable to income tax will be 
entitled to transfer £1,000 
of  their personal allowance 
to their spouse/civil partner 
provided that the recipient 
of  the transfer is not liable 
to income tax above the 
basic rate. 

More at http://tinyurl.
com/tax-transfer

NI £2,000 SET-OFF
All business and charities 
will be eligible for a new 
£2,000 Employment 
Allowance to set off  
against their employers’ 
(secondary) national 
insurance contributions. 

The allowance is not 
available for:

*  anyone who employs 
someone for personal, 
household or domestic 
affairs – for example, a 
nanny, au pair, chauffeur, 
gardener or care 
support worker; 

*  employers already 
claiming through a 
connected business 
or charity; 

*  public authorities; 

*  employers who carry out 
functions either wholly 
or mainly of  a public 
nature, unless they have 
charitable status. 

Service companies are not 
able to claim in respect 
of  deemed payments of  
employment income. 

HMRC has stated: ‘Your 
software, if  it has the ability 
to submit an Employment 
Payment Summary (EPS), 
should require you to 
specify if  you wish to 
claim the Employment 
Allowance and you should 
select the appropriate 
response. Alternatively, the 
Employment Allowance 
can be claimed through 
the 2014-15 version of  the 
Basic PAYE Tools. 

‘Employers exempt from 
filing online can claim the 
Employment Allowance by 
using the paper EPS from 
April 2014. Instructions for 
this have been included in 
the guidance provided to all 
exempt employers. 

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
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‘The Employment 
Allowance will be offset 
against payments of  
employer Class 1 NICs when 
they are due to be paid, until 
the full £2,000 Employment 
Allowance is used up or the 
tax year ends, whichever 
is soonest.’

The Employment 
Allowance will be delivered 
through standard payroll 
software and HMRC’s 
real-time information (RTI) 
system. It is intended 
that the system will be 
simple to administer, with 
employers notifying their 
eligibility through normal 
PAYE processes.

UPDATES
Notice 235: Outward 
Processing Relief replaces 
the December 2012 notice 
of  the same name. The 
notice provides guidance 
on the relief  from customs 
duties when you re-import 
European Union (EU) goods 
that have previously been 
exported from the EU for 
processing, or for repair 
using Outward Processing 
Relief  (OPR). It explains 
the conditions under which 
you can claim the relief. 
The update covered contact 
details, the removal of  OPR 
CPC details other than for 
simplified authorisation, 
and the inclusion of  civil 
penalty information that can 
result in a penalty of  £2,500 
per contravention.
Notice 237: Processing 
Under Customs Control 
(PCC) replaces the August 
2012 notice of  the same 
name. The notice explains 
the customs procedure and 
relief  available under PCC 
arrangements. The update 
covered contact details 
and the inclusion of  civil 
penalty information that can 
result in a penalty of  £2,500 
per contravention.
Notice 701/14: Food 
replaces the October 2011 
notice of  the same name. 

The notice explains when 
food can be zero-rated. The 
update included, belatedly, 
information about the 
treatment of  sports nutrition 
drinks and stated that 
sports energy and nutrition 
drinks are specifically 
standard-rated with effect 
from 1 October 2012 under 
VATA 1994.
Notice 700/64: Motoring 
Expenses replaces the July 
2012 notice of  the same 
name. The notice provides 
guidance on output and 
input tax treatments of  
vehicles and expenses. 
Notice 701/30: Education 
and Vocational Training 
replaces the June 2011 
notice of  the same name. 
The notice provides 
guidance on the VAT 
treatment of:

* education

* research

* vocational training

* goods and services 
provided in connection 
with these activities and 

* examination services.
The notice has been 
extensively updated and 
includes areas such 
as research where the 
2013 changes have 
been incorporated. 
Notice 221: Inward 
Processing Relief replaces 
the September 2007 notice 
of  the same name and 
incorporates and replaces 
Notice 221A from January 
2012. The notice explains 
inward processing where 
payment of  customs 
import duties and import 
VAT may be suspended (or 
later repaid) when goods 
imported from outside 
the European Union 
(third-country goods) for 
processing are then re-
exported/exported from 
the EU. The notice has been 
extensively rewritten. 
Brief 9/14: Tax treatment 
of activities involving 
Bitcoin and other similar 
cryptocurrencies sets 

out HMRC’s tax position 
and focuses on the value 
added tax, corporation tax, 
income tax and capital gains 
tax treatment. 

For VAT purposes 
and until the treatment 
is decided by the EU, 
HMRC has highlighted 
the following:

* Income received from 
Bitcoin mining activities 
will generally be outside 
the scope of  VAT on the 
basis that the activity 
does not constitute an 
economic activity for 
VAT purposes because 
there is an insufficient 
link between any services 

provided and any 
consideration received.

* Income received 
by miners for other 
activities, such as for 
the provision of  services 
in connection with the 
verification of  specific 
transactions for which 
specific charges are 
made, will be exempt 
from VAT under Article 
135(1)(d) of  the EU 
VAT Directive as falling 
within the definition of  
‘transactions, including 
negotiation, concerning 
deposit and current 
accounts, payments, 
transfers, debts, » 

BUDGET
The Budget was due to take place on 19 March after 
this edition of Accounting and Business went to 
press. ACCA’s Budget newsletter and guidance can 
be seen at www.accaglobal.com/advisory  

▼ IN THE SPOTLIGHT
Chancellor of the exchequer George Osborne 
unveiled the Budget on 19 March 
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The first year of reporting under real-time information 
(RTI) is coming to an end and employers will be making 
final returns/submissions for the year. HMRC has issued 
guidance and reminders. You can find links to these at  
www.accaglobal.com/advisory 

The following tips issued by HMRC consider FPS and 
EPS and highlight what to do if  a return needs correcting:

* ‘For most employers, the final Full Payment 
Submission (FPS) should be sent “on or before” their 
last pay day of  the tax year – which ends on 5 April.

* Your final FPS (or Employer Payment Summary (EPS)) 
should indicate that it is the “final submission for the 
tax year” – and that means for the whole PAYE scheme. 
Remember that if  your scheme covers more than one 
payroll – for example, a weekly payroll and a monthly 
one – only indicate that you are sending the final 
submission when the last FPSs for the tax year for all 
other payrolls have been successfully submitted. 

* Remember that, on the final submission, you  
have to complete the end-of-year questions and 
declaration. Before RTI, these appeared on form P35 
and you had until 19 May to submit the form. Now, 
your final FPS or EPS should be submitted much 
earlier, so you may wish to make sure you have the 
answers to the questions in plenty of  time for you to 
make that submission. .

* If  you need to correct any of  the information on your 
final submission, send a revised FPS as soon as 
possible – but definitely before 20 April 2014. This is 
because, from that date, we [HMRC] will start using it 
to work out people’s tax, National Insurance, Student 
Loans and Tax Credits. If  you discover any errors in 
your final FPS on or after 20 April 2014, you must 
correct these by sending an Earlier Year Update (EYU) 

* If  you want to avoid a late-filing penalty for 2013-14, 
you must submit your final FPS by 19 April 2014, 
or send an EYU to HMRC by 19 May 2014. You can 
send an EYU after this, but you may run the risk of  a 
penalty, unless the EYU is submitted to amend your 
previously submitted final FPS figures 

* Remember that if  you do need to send an EYU, it 
should report only the differences to the latest amounts 
already reported for the tax year. For example, if  a 
figure previously reported as £1,900 should have been 

£2,300, the EYU should show “£400”– not £2,300. 
Similarly, if  you want to reduce a figure previously 
reported as, say, £1,000 to £700, the EYU should 
report “-£300” – with a minus sign in front – not £700. 

* You have until 31 May 2014 to give a P60 End of  Year 
Certificate to any employees employed by you at 5 April.’

You can find more about the legislative changes, FPS and 
EPS submissions, how the employment allowance will 
be claimed and other RTI updates at www.accaglobal.
com/advisory You may wish to join other accountants 
considering solutions to filing and payment problems, 
such as the use of  BACS, at www.payerti.org

2014–2015 reminder: hours worked
There is a change to the banding of  the number of  hours 
for an employee that is required to be included as part of  
the full payment submission. An additional banding is in 
place and the revised bandings are:
A up to 15.99 hours 
B 16 to 23.99 hours 
C 24 to 29.99 hours 
D 30 hours or more 
E Other.

2014–2015 reminder: SCON
Employers are legally required to show the scheme 
contracted out number (SCON), in addition to the 
employer’s contracting-out number (ECON), on their  
full payment submissions (FPS) for employees who  
have been in a contracted-out scheme during the  
tax year. As previously highlighted, a temporary  
‘dummy’ SCON can be used. HMRC has stated that ‘you 
must not, however, use the temporary dummy SCON as 
an automatic default.’ 

Further details at www.accaglobal.com/advisory

2014–2015 reminder: P46 or P45 Part 3
There is no longer a requirement to submit a completed 
P46 or P45 Part 3 to HMRC. However, there is a 
significant amount of  information required to allow 
submission of  full payment submissions (FPS). 

HMRC has made available ‘starter checklists’ which 
aim ‘to help you gather the information needed to submit 
a FPS’. Further details at www.accaglobal.com/advisory 

RTI: REPORTING, PAYMENTS AND PENALTIES
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cheques and other 
negotiable instruments.’

* When Bitcoin is 
exchanged for sterling 
or for foreign currencies, 
such as euros or 
dollars, no VAT will be 
due on the value of  the 
Bitcoins themselves.

* Charges (in whatever 
form) made over and 
above the value of  the 
Bitcoin for arranging 
or carrying out any 
transactions in Bitcoin 
will be exempt from VAT 
under Article 135(1)(d) 
as outlined above.’

HMRC has also stated that 
‘in all instances, VAT will be 
due in the normal way from 
suppliers of  any goods or 
services sold in exchange 
for Bitcoin or other similar 
cryptocurrency. The value 
of  the supply of  goods 
or services on which VAT 
is due will be the sterling 
value of  the cryptocurrency 
at the point the transaction 
takes place.’

They have also stated 
that ‘the treatment of  
income received from, and 
charges made in connection 
with, activities involving 
Bitcoin and other similar 
cryptocurrencies will be 
subject to corporation 
tax, income tax or capital 
gains tax depends on the 
activities and the parties 
involved.’ HMRC states 
that ‘For businesses which 
accept payment for goods or 
services in Bitcoin there is 
no change to when revenue 
is recognised or how taxable 
profits are calculated.’

Clearly the treatments 
are fluid and evolving, and 
businesses and advisers will 
need to recognise that tax 
treatments may change. 
Brief 08/14 VAT: Change 
of HM Revenue & Customs 
(HMRC) policy following 
the decision in the case 
of Goals Soccer Centres 
plc. [2012] UKFTT 576 
(TC) explains the change in 

HMRC policy following the 
First Tier Tribunal (FTT) 
decision. The decision 
found that there were 
‘two separate supplies 
being made:

* a supply of  land (the 
pitches) which was 
exempt as the relevant 
conditions were met, and 

* a supply of  administration 
and management  
services which was 
standard rated.’

It has been highlighted that 
the separate supply change 
will apply to businesses 
who hire pitches from 
third parties such as local 
authorities, schools and 
clubs. HMRC states that the 
treatment ‘will only apply 
where there is a series of  
lets in accordance with the 
conditions set out in Note 
16, Group 1, Schedule 9 of  
the VAT Act 1994.’

You can see more on the 
notices and briefs at www.
accaglobal.com/advisory

TAX INFORMATION
HMRC business and agent 
content is gradually being 
transferred to the Gov.
UK site. If  you use the site 
you may wish to link to the 
transition blog which  
informs businesses and 
agents about content, tools 
and other information 
that has been, or will 
be, transferred. You can 
also comment. 

You can find the blog at 
https://hmrctransition.
blog.gov.uk You can also 
find a tax agent blog at 
https://taxagents.blog. 
gov.uk

TAX CREDIT APPEALS
The Tax Credits Act 2002 is 
amended by Tax Credit Late 
Appeals Order as follows:

‘(2) After section 39 
(exercise of  right of  appeal) 
insert – 

39A. (1) The 
Commissioners for Her 
Majesty’s Revenue and 

Customs may treat a late 
appeal under section 38 
as made in time where 
the conditions specified in 
subsections (2) to (6) are 
satisfied, except that the 
Commissioners may not do 
so in the case of  an appeal 
made more than one year 
after the expiration of  the 
time (original or extended) 
for appealing.’

Subsections (2) to (6) set 
out the conditions that apply 
for appeals made on or after 
April 2013. 

More at www.accaglobal.
com/advisory

GOODBYE TO PTS
The Statutory Sick Pay 
(SSP) Percentage Threshold 
Scheme (PTS) ceased to 
exist on 6 April and will 
be replaced later in 2014 
by The Health and Work 
Service (HWS).

The PTS provided 
compensation to employers 
who experienced high 
levels of  employee sickness 
absence, allowing them to 
recover some or all of  the 
Statutory Sick Pay paid. 
Under the new rules this 
compensation scheme will be 
scrapped, leaving employers 
to bear the full cost. 

Employers providing 
medical treatment 
recommended by HWS 
or an employer-arranged 
occupational health service 
will find that this employee 
benefit is exempt from 
tax up to £500 a year 
per employee.

It has been announced 
that a benefit of  the scheme 
for employers is that SSP 
records will not need to 
be kept. However, it is 
important to remember 
that employers will still be 
required to keep records of  
employee absence. 

HWS is built around 
the premise of  helping 
employers manage sickness 
absence better and helping 
employees back to work 

more quickly. One of  the 
key elements is a Return to 
Work Plan (RtWP) which will 
include recommendations 
to help the employee return 
to work. 

There are two elements 
of  the service and these are 
described as: 
Advice: Anyone, including 
employers, employees and 
GPs, will be able to seek 
advice via a phone line and 
website to help identify 
issues that may be affecting 
employees or preventing 
a return to work. HWS 
will provide information 
on possible interventions, 
adjustments or self-help 
measures that may support 
those individuals. 
Assessment: Once the 
employee has reached, or is 
expected to reach, four weeks 
of  sickness absence, they 
can be referred by their GP or 
employer for an assessment 
by an occupational health 
professional. This will identify 
any measures, steps or 
interventions that would 
facilitate a return to work. 
Recommendations for these 
will be included within an 
RtWP that will, with the 
employee’s consent, be 
shared with their employer 
and GP.

It will be interesting 
to see how the scheme 
works for employers, given 
that they will lose the 
compensation payment but 
they can offer a tax-free 
benefit to employees, they 
have access to an advice 
line and, if  allowed by 
their employees, can see 
the RtWP .

ENVELOPED DWELLINGS 
In regard to the annual tax 
on enveloped dwellings 
(ATED), the tax return 
covering the period 1 April 
2014 to 31 March 2015 and 
any payment are required by 
30 April 2014.

Details at www.
accaglobal.com/advisory »
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LAW 

PRACTITIONERS AND CCA 
As previously highlighted, 
from 1 April practitioners 
are no longer covered under 
the ACCA Consumer Credit 
Group Licence. 

If  practitioners wish 
to undertake consumer 
credit activities they have 
two options:

* to register directly with 
the FCA 

* to register with ACCA 
under a new provision 
incorporated into the 
Designated Professional 
Body Exempt Regulated 
Activities regime for 
credit-related activities.

ACCA wrote to practitioners 
highlighting the Designated 
Professional Body (DPB) 
regime option last month. 
It is important that 
practitioners take action 
to cease any credit activity 
or to register under the 
two options above as, if  
practitioners carry on non-
excluded consumer credit 
activities after 31 March 
2014, this may constitute a 
criminal offence. 

For a large number of  
practitioners the Designated 
Professional Body Exempt 
Regulated Activities 
regime is the best option, 
especially if  they currently 
undertake work and rely 
on DPB registration. If  you 
choose direct registration 
with the Financial Conduct 
Authority (FCA) you will 
not be eligible to remain 
registered under the DPB 
regime for other work you 
undertake. 

You can find guidance 
on DPB cover, guidance on 
how to obtain DPB cover and 
further explanation at www.
accaglobal.com/advisory

If  you have chosen to 
be regulated directly by the 
FCA you can find guidance 
at http://tinyurl.com/fca-
guide and http://tinyurl.
com/fca-ccrules ■

ALTERNATIVE SOURCES OF FINANCE 
Guidance on peer-to-peer and crowdfunding for businesses is available at  
www.accaglobal.com/advisory It explores alternative finance options and highlights 
the importance of having the right type and mix of finance in a business. It also 
provides an overview for investors. ACCA has prepared these in conjunction with 
Andy Davies, an ACCA lecturer on alternative finance options. 

In the introduction, the guidance highlights that peer to peer, or P2P, and 
crowdfunding are two of  the most prominent sources of  alternative finance for 
companies to emerge since the financial crisis and these terms, which are often used 
interchangeably, describe online services that enable individuals and organisations to 
advance funds to companies in the form of  loans or equity investments.

Irrespective of  the terms used, the basic mechanism that these services use is very 
similar: a company publishes a request for funding and investors each offer to advance 
a portion of  the amount that the borrower is seeking. The overall advance is then 
assembled by aggregating their offers – hence the idea that ‘the crowd’ is funding a loan 
or investment and that finance flows from one set of  individuals, or peers, to another. 
Transactions made via these online platforms therefore take place outside the banking 
system and provide an alternative to banks for companies seeking external finance.

In the UK, online platforms have developed to offer products including term loans, 
equity investments, individual invoice finance, supply chain finance, commercial 
mortgages and bridging loans for property developers. These products are used by a 
wide variety of  businesses in both manufacturing and service sectors, although invoice 
finance is offered only to businesses that serve commercial customers rather than the 
public. Similarly, commercial mortgage finance tends to be offered mainly on tenanted 
retail, office and industrial property.

The introduction goes on to highlight asset types, typical loan values and typical 
maturity periods, suggesting which pieces of  guidance you should read on these 
areas. The areas reviewed are:

Asset type

Term loans

Invoice trading

Commercial mortgages

Development loans

Supply chain finance

Equity investments

Typical size

£5,000–£1m+

£5,000–£1m+

£500,000–£2m+

£500,000–£2m+

£5,000–£1m+

£10,000–£250,000+

Maturity

6 months–5 years

30–90 days

3–5 years

6–18 months

30–90 days

All the main P2P and crowdfunding platforms rely on individual savers as their 
main source of  funds and most allow investors to participate with sums as little as 
£20, although the average amount that investors lend via debt platforms is much 
higher than this. A report by Nesta in April 2013 found that, on average, lenders 
on the debt funding platform, Funding Circle, had each advanced £8,000 to 67 
companies. Although the bulk of  these platforms’ funding is derived from individual 
savers, the range of  lenders is wider than that and nowadays includes asset managers, 
the government, local authorities, universities, cash-rich companies and partnerships. 

However, some platforms, particularly those that offer invoice discounting, only 
allow institutions and wealthy individuals (self-certified high-net-worth investors or 
sophisticated investors) to become lenders. 

The regulation introduced on 1 April by the Financial Conduct Authority impacts 
on this sector.

Find out more about the FCA changes at www.accaglobal.com/advisory
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incurred will be identified 
and reported in the financial 
statements; however, it is 
usually reported historically 
and in a very different tone 
to that communicated to 
investors at the time the deal 
is clinched.

Disclosure of  the costs 
associated with a failed 
acquisition will be reported 
as exceptional items and 
thereby kept separate from 
the trading figures. These 
costs are generally poorly 
reported, even though they 
can have a significant and 

In our daily life the chance 
of an 80% failure rate would 
deter even the bravest from 
involvement in a commercial 
opportunity. In broad 
terms this is the accepted 
statistic for mergers and 
acquisitions (M&As) that are 
successfully concluded and 
which then subsequently 
fail. This is actually an 
understatement, as deals 
are excluded if agreement 
is not reached and they are 
aborted during the process. 
By any measure, M&As are 
a high-risk activity. The 
lack of structured post-deal 
integration compounds this 
propensity for failure. 

So what role does internal 
audit play? M&A activity 
inevitably involves tangible 
and intangible elements. 
The tangible expenditure 

detrimental impact on 
profitability, shareholders’ 
funds and liquidity. 
Intangible costs such as use 
of  management time and 
other resources are generally 
overlooked or not reported. 

Internal audit should be 

involved in M&A strategic 
planning at the earliest 
possible stage. Many of  
the stakeholders involved 
are not experienced in this 
area, and this may be their 
one and only exposure 
to the M&A process. Due 
diligence is a high-cost, 
complex, intensive and 
prolonged process, with 
‘deal fatigue’ being a major 
reason for many deals 
failing to reach a positive 
outcome. Strong lines of  
communication between the 

parties and their advisers 
will be fundamental.

Reporting 
Currently there is a 
remarkable absence 
of  regulatory or 
statutory formats 
or even guidelines 
for the reporting 
of  M&A activity. An 
improvement to this 

is well overdue, as a 
successful or failed 

bid can have the most 
profound impact on the 

financial resilience of  the 
entities involved. The recent 
acquisition of  Autonomy 
by HP is an exceptional 
example of  a transaction 

which generated enormous 
financial and managerial 
consequences, resulting in 
significant diminution of  
shareholder value; the legal 
and regulatory ramifications 
have still to unravel over 
a year after the event. 

Stakeholders are increasingly 
aware of  the impact of  both 
successful and failed M&A 
activity, and it is proving 
to be one of  the drivers for 
the adoption of  integrated 
financial reporting. 

Rationale 
Exploring and challenging 
the rationale will provide a 
true test of  the integrity and 
independence of  the internal 
auditor. By way of  example 
this may involve one or more 
of  the following scenarios:

* If  the rationale for an 
acquisition is to remove 
a competitor from the 
market, then the question 
has to be asked as to 
whether the transaction 
is simply masking a 
failed marketing strategy 
or an underperforming 
sales force. This scenario 
may provide a short-
term improvement in the 
general perception of  
the current management 
team but in the medium 
to long term it may 
well exacerbate these 
underlying problems.

* The acquisition of  
intellectual property may 
be a tacit recognition »  

▌▌▌DUE DILIGENCE IS A HIGH-COST, COMPLEX, 
INTENSIVE AND PROLONGED PROCESS, WITH ‘DEAL 
FATIGUE’ A MAJOR REASON FOR MANY DEALS FAILING

Keeping a handle on M&As
Internal audit has a vital role to play in ensuring that mergers and acquisitions take place 
for the right reasons, run smoothly and have lasting benefit, explains Steve Bailey
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of  the failure to manage 
or invest properly 
in the research and 
development required to 
maintain a credible and 
competitive organisation. 
On a positive note, the 
acquisition of  a proven 
niche proposition can 
be very beneficial and 
is regular practice 
in, for example, the 
pharmaceutical sector.

* The combination of  
organisations to create 
economies of  scale and 
other synergistic benefits 
is a sound ambition. It 
does, however, present 
problems of  its own 
in merging diverse 
processes, practices, 
cultures and brands. If  
these issues are identified 
and managed in a timely 
manner the chances of  a 
successful acquisition will 
increase significantly. 

* The reward schemes in 
place for directors and 
senior managers are 
usually predicated on 
market capitalisation, 
revenue growth or 
profitability. If  this 
growth is achieved 
through the payment 
of  excessive goodwill 
or a premium on the 
value of  an acquisition, 
then shareholder value 
may ultimately be 
diminished. This will 
be compounded with 
the payment of  bonus 
or granting of  equity 
to the management 
team for securing an 
acquisition. Ultimately, 
the overstatement of  
balance-sheet values will 
be difficult to maintain 
and rectification will 
impact on the asset 
value, although this may 
occur after the departure 
of  the directors 
responsible for promoting 
or endorsing the deal. 

* It should be a constant 

concern to an internal 
auditor that the likely 
tenure of  a CEO or other 
board member may be 
much shorter than the 
anticipated long-term 
benefits of  M&A activity. 
Analysts may also place 
the board under pressure 
to achieve short-term 
growth which can be 
detrimental to long-term 
success.

Culture 
The adage that ‘culture will 
eat strategy for breakfast’ is 
one that the internal auditor 
would do well to heed at all 
times 

A significant percentage 
of  acquisitions – there are 
few true mergers – involve 
a larger organisation 
embracing a smaller 
one. Each organisation 
will have its own 
different management 
styles, processes and 
incentives. This will 
bring significant 
challenges, and 
is often the root 
cause of  a failed 
acquisition.

An acquisition 
can be driven by 
the desire of  
the acquirer to 
benefit from 
what are seen 
as perceived 
advantages 
operating within 
the target organisation. This 
could include, for instance, 
the speed of  decision-
making, proven go-to-
market strategies and more 
productive organisational 
structures. In this case it 
may be better to ring-fence 
and protect an acquired 
culture – especially if  it has 
positive attributes that could 
be ultimately beneficial to 
the acquiring organisation.

Cultural conflict can 
often be created through 
inappropriate or misaligned 

strategy. For 
example, it is 
common practice 
that an acquisition 
will involve a deferred 
payment to the 
acquired stakeholders. 
The terms of  the 
deferral can easily 
be in conflict with the 
strategic intention of  
the acquirer. Instances 
of  this regularly occur 
when earn-out is based 
on net profit over a 
short to medium term. 
In this situation it may 
be beneficial for the 
vendor to reduce R&D 
investment or expenditure 
on marketing campaigns 

as this will improve net 
profit and thereby achieve 
their earn-out. This may well 
be in direct conflict with 
the strategy of  the acquirer, 
which requires maximising 
such expenditure to build 
longer-term brand value.

These conflicts should 
be identified and mitigated 
as early as possible by the 
internal auditor in order to 
maintain congruence and 
control potential damage. 

Motivation or 
demotivation is generally a 
binary state. A culture of  
mediocrity or ambivalence 
can easily develop if  this 
aspect of  M&A is not 
managed from the onset. 

Intellectual property
It is a regular occurrence 
during due diligence that 
both actual and potential 
intellectual property (IP) 
will be identified. This may 
include tangible assets 
such as unused patents 
or intangible assets such 
as data. The value or 
potential opportunity this 
presents may not have 
been recognised, realisable 
or understood by the 
vendor. Internal audit 
should actively introduce 
processes to identify and 
capture these potentially 
valuable assets. As 
these assets will not be 
tangible or feature in a 
balance sheet they are 
often overlooked in the 
due-diligence phase and 
can easily be missed.

Integration plan 
The most overlooked 
aspect of  M&A is 
undoubtedly post-deal 
integration. A typical 
scenario will have 
some or all of  these 
characteristics: 

* The deal has been 
signed, champagne 
consumed and 
advisers paid. 
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* Differing cultures 
are being merged 
with potentially 
different goals. 

Internal audit should 
be actively involved 
in the planning and 
implementation of  the 
post-deal integration phase. 
This may be for a prolonged 
period as significant 
changes will occur affecting 
both parties.

Key elements of  internal 
audit’s engagement which 
may usefully be established 
as a separate project 
will include:

* Ensuring adequate 

* The acquisition team 
have gone back to their 
day jobs and the M&A 
team have gone onto 
their next project. 

* The acquired business 
has to ‘kick start’ as 
management will have 
been diverted from 
running the business 
during the all-consuming 
acquisition project.

* The vendors are focused 
on achieving the 
payments associated 
with the earn-out scheme, 
and are considering 
whether they would 
want to remain with the 

potential impact of  an 
acquisition is significant 
and will require the prudent 
independent review that 
internal audit can offer. 
Considerable value is at risk 
during the integration phase, 
and the internal auditor has 
a vital role in conserving and 
enhancing that value. ■

Steve Bailey FCCA is founder 
of Merger Acquisitions and 
Integration and an ACCA 
Council member

▌▌▌INTERNAL AUDIT SHOULD ACTIVELY INTRODUCE 
PROCESSES TO IDENTIFY AND CAPTURE POTENTIALLY 
VALUABLE INTELLECTUAL PROPERTY ASSETS

FOR MORE INFORMATION:

Steve.bailey@mai-ltd.org, www.mai-ltd.org

budgets are in place. 
These should have been 
included in the initial 
costing of  the acquisition 
rather than as a belated 
afterthought.

* Alignment of  the 
compensation and 
earn-out schemes with 
the development of  
strategic plans for the 
combined entity.

* Creation of  the multi-
function integration team. 
This will necessarily 
involve most, if  not all the 

functional units: finance, 
sales, IT, facilities, HR, 
R&D, marketing etc. 

* Delegation of  appropriate 
levels of  responsibility 
and authority to the senior 
managers of  the post-deal 
integration team. This 
should also include direct 
access to an independent 
board member or non-
executive director. 

* Monitoring of  the 
integration risk register 
and active mitigation. 

business thereafter, or 
even if  they have the 
option to do so.

* New processes 
and practices will 
be introduced. 

In conclusion, there is a 
real and pressing need and 
justification for internal 
audit to engage proactively 
with M&A planning and 
implementation. The 
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the demands of  commercial 
reality and corporate 
social responsibility. They 
need to build profitable, 
sustainable businesses 
while understanding that 
the social responsibility 
profile of  large companies is 
increasingly identified with 
their attitude to tax. Overly 
aggressive approaches 
to the minimisation of  
tax liabilities are not well 
received. 

Walking this tightrope 
is complicated by the 
complexities of  accounting 
and tax concepts, and 
their interaction with 
modern business practices, 
particularly internet-
based activity. Business 
transactions can often be 

Businesses are being pulled 
in opposite directions over 
corporate tax. On the one 
hand, directors have a duty 
to act in the best interests 
of shareholders, which is 
traditionally interpreted 
as maximising returns to 
them and keeping down 
costs, including tax costs. 
On the other hand, society 
expects businesses to pay 
a ‘fair’ share of taxes, not 
least to help restore public 
finances in the wake of 
the global financial crisis. 
Governments around the 
world are looking harder at 
how much tax companies 
pay and whether that is in 
line with their profits. 

Business leaders 
therefore have to balance 

interpreted in ways that 
result in very different tax 
outcomes. The difficulty 
businesses face in working 
out whether a particular 
position reflects the law 
is exacerbated by the way 
governments increasingly 
try to blur the boundaries of  
acceptable behaviour.

The tax environment is 
complicated yet further by 
the fact that businesses are 
increasingly global while tax 
authorities are national. 

Corporate response
Boards need to view their 
tax obligations as part of  
the process of  building 
a sustainable business. 
They should not pursue 
aggressive tax avoidance 

– artificial arrangements 
with no clear purpose 
other than to avoid tax 
by complicated schemes. 
Although companies have 
a commercial imperative to 
maximise profits, they also 
have a wider responsibility 
to be good corporate 
citizens. Some approaches 
to tax may be technically 
legal, but may not be widely 
viewed as ethical. Decisions 
on tax policies need to be 
taken in the broad strategic 
context of  what is best for 
the business in terms of  
sustaining its long-term 
value – and this includes 
issues of  public perception.

Greater transparency 
on how decisions on tax 
are made would also be 

Tax and trust
Taxation of corporates is in the good citizenship spotlight, says ACCA’s  
Chas Roy-Chowdhury, and the accountancy profession must respond accordingly
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whether taxable profits can 
be allocated to locations 
other than those where 

the business activity takes 
place. The challenges 
raised by the digital 
economy are specifically 
being addressed. OECD 
members and G20 countries 
are participating in devising 
a workable tax system for 
global companies.

Whatever the outcome of  
this project, policymakers 
should aim to develop tax 

‘PART OF A WIDER DISCUSSION’
‘Tax is very often discussed in the abstract from 
wider company policies. It can also become a 
very complicated debate, based on technical 
discussions around interpretations of tax law.

‘And of  course it can be emotive, based on 
perceptions of  what is a fair contribution. But 
taxation of  corporates should be seen as part of  a 
wider discussion on the economic value companies 
bring. In this world, companies have a purpose and 
a mandate to provide goods and services for their 
customers and by doing so create long-term value 
for society, their employees, themselves and their 
shareholders. But how they do this should reflect 
their remit to be good citizens and bring a wider  
value to society. Their approach to tax should be 
part of  an overall strategy to enhance social and 
other capitals, taking into account the need to 
maximise financial capital. 

‘This means we should see tax alongside other 
meaningful contributions to society – employment, 
intellectual capital, a good environmental record, 
fair prices, etc. Boards of  directors should ensure 
their tax policies are consistent with the values and 
reputation the company wishes to embody. We also 
need to ensure professional standards and ethics 
in accountancy keep pace with developments in 
tax practices. Business also needs to partner with 
policymakers so tax laws help to sustain a  
business-friendly and competitive international 
economy while working for today’s global  
business models.’
Tom Duffy FCCA, partner, Affecton, and chair, ACCA 
Global Forum for Taxation

laws that are clear, simple 
and certain. Businesses 
need certainty to plan 
future business activity. Tax 
laws that require extensive 
judicial interpretation are 
unpopular with businesses 
and advisers alike. 
Taxpayers also have rights, 
which must be recognised 
and respected.

Above all, the tax laws 
need to reflect the ethical 
framework that society 
wishes to have in place. 
Without this starting point, 
generating fair corporate 
tax revenues and rebuilding 
public trust will remain 
unachievable goals. ■

Chas Roy-Chowdhury FCCA 
is head of tax at ACCA

▌▌▌BUSINESS LEADERS NEED TO UNDERSTAND THAT 
THEIR SOCIAL RESPONSIBILITY PROFILE IS INCREASINGLY 
IDENTIFIED WITH THEIR ATTITUDE TO TAX

useful. It could help defend 
corporate reputations from 
attack, while educating 
stakeholders, including 
the general public, in the 
complexities that surround 
corporate tax payments.

Companies could 
review the disclosures 
they make about their 
total tax contribution. 
Businesses face a range 
of  levies and taxes, direct 
and indirect, as well as 
corporate taxes. They also 
act as unpaid tax collectors, 
withholding and paying over 
significant employment 
and consumption taxes on 
behalf  of  tax authorities. 
Such activities contribute to 
the public good but are not 
widely recognised. 

Advisers’ role
As the public and press 
criticism of  businesses’ 
tax-paying record has grown, 
so their tax advisers have 
also come under scrutiny. 
Public perception is often 
that professional advisers 
must at least be complicit 
in the minimisation of  
corporate tax, and quite 
possibly the prime movers 
behind such behaviour. Tax 
advisers therefore need to 
consider their role, and 
the advice they provide to 
companies, carefully. 

Professional tax advisers 
have a duty to advise clients 
on the full range of  options 
for maximising profits. This 
recognises the fact that 
businesses are under no 
obligation to pay tax beyond 
the requirements of  the 
law. However, professionals 
also have a clear duty to 
advise their clients on the 
risks associated with any tax 

policy – including the risk 
of  reputational damage due 
to perceptions of  unethical 
behaviour. Not to do so 
could expose professional 
accountants and tax 
advisers to accusations of  
professional misconduct.

Tax advisers therefore 
need to apply their judgment 
and provide balanced advice. 
This should take account 
of  the fact that tax is a cost 
to the business that needs 
to be managed alongside 
other factors affecting 
business success or failure. 
Tax liability will affect any 
business’s profitability 
and hence its ability to 
create sustainable value for 
shareholders. Professional 
input is essential to 
ensure that tax decisions 
form part of  the overall 
strategic management of  
the organisation. 

Moving policy forward 
There is an urgent need 
for policymakers to update 
tax laws to reflect modern 
business activity. Today’s 
tax rules struggle to capture 
the substance of  economic 
activity in the calculation of  
tax liabilities. Policymakers 
should consider whether 
corporation tax can be 
made to work at all in the 
new global and digital 

business environment – or 
whether other ways of  
taxing businesses need to 
be developed. 

Policymakers in different 
countries need to co-
ordinate their efforts to 
modernise the corporate 
tax system. The OECD’s 
Action Plan on Base Erosion 
and Profit Shifting, published 
in July 2013, looks at 

61CORPORATE TAX | TECHNICAL

ACCOUNTING AND BUSINESS



needed to be made. The 
working party wanted to 
make sure that the guidance 
was practical and would 
allow members to work 
through the dilemmas. 
They were mindful that the 
guidance should not simply 
restate legislation; instead, 
it focuses on how members 
could meet standards of  
behaviour expected of  them.

The guidance has 
been reviewed by 
legal counsel and also 

Members of ACCA 
need to be aware that the 
leading UK professional 
bodies involved in taxation 
have issued updated 
guidance on how tax 
advisers should act in 
difficult situations. 
The guidance is 
specifically drafted 
for UK members 
as tax law will 
vary between 
jurisdictions. 

The guidance in the 
publication, Professional 
Conduct in Relation to 
Taxation, is the product 
of  a joint effort. The 
working party comprised 
representatives from ACCA, 
the Institute of  Chartered 
Accountants in England and 
Wales (ICAEW), the Institute 
of  Chartered Accountants 
of  Scotland (ICAS), 
the Chartered 
Institute of  
Taxation (CIOT), 
the Association of  
Taxation Technicians 
(ATT) and the Society 
of  Trust and Estate 
Practitioners (STEP). It 
applies to UK tax law as 
enacted by November 2013.

The guidance sets out the 
high ethical standards which 
should govern the tripartite 
relationship between tax 
adviser, client and HMRC. 
It supports the key role 
members play in helping 
clients comply with their tax 
obligations. The guidance 
was last updated in 2011, 
so with the debate on tax 
now raging, the review was 
very timely.

In terms of  the process, 
the working party met on 
a number of  occasions 
to consider what changes 

acknowledged by HMRC 
as a reasonable way to 
proceed in dealings between 
members and HMRC. 

Changes
Key changes in the current 
updated version include:

* an enhanced chapter 
on ‘Tax planning, tax 
avoidance and tax 
evasion’ which includes 
guidance on the new 
General Anti-Abuse 
Rule (GAAR); there was 

guidance on this area 
previously but we now 
have additional guidance 
on the whole tax 
planning, tax avoidance 
and tax evasion debate 
that expands existing 
guidance in such areas 
as tax avoidance and the 
new GAAR

* points to consider 
when HMRC wants 
to visit the member 
to discuss practice 
matters – for example, as 
part of  Agent and Client 
Statistics

* a section on the 
professional standards 
relating to participating 
in consultations or 
secondments with HMRC

* guidance on advising 
clients who wish to rectify 

past irregularities

*  a brief  section 
on electronic 
filing.

The guidance 
is based on the 

five fundamental principles: 
integrity, objectivity, 
professional competence 
and due care, confidentiality 
and professional behaviour. 
It helps members apply 
these principles to practical 
situations – for example, 
if  there is an irregularity 
in a client’s tax affairs 
and the client is reluctant 
to correct it. There is 
also clear, concise and 
practical guidance to 
help tax advisers dealing 
with difficult situations 

Advising in difficult situations
Updated guidance for UK tax advisers details how members can ensure that they meet 
standards of behaviour expected of them, explains ACCA’s Chas Roy-Chowdhury

▌▌▌THE GUIDANCE HAS BEEN REVIEWED BY LEGAL 
COUNSEL AND ALSO ACKNOWLEDGED BY HMRC  
AS A REASONABLE WAY TO PROCEED 
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such as what to do when 
a client refuses to make 
a full disclosure to HMRC 
or receives an excessive 
repayment. 

Insofar as advice on 
complex tax avoidance 
schemes is concerned, 
this does not present any 

unique issues of  
ethical conduct. 
Whether they work 
in business, the public 
sector or public practice, 
members are obliged to 
act in the interests of  
their employers or clients 
and in accordance with the 

wishes and instructions 
of  those parties. This is 
so long as what they do is 
consistent with or at least 
not in conflict with the law, 
the standard provisions of  
ethical guidance and the 
fundamental principles. 

But in advising clients, 
members should also 
alert them to the potential 
consequences for their 
reputation and standing if  
they are seen to adopt an 
overly aggressive approach to 
minimising their tax liability. 

Best advice on tax 
planning should take into 
account such potential 
consequences. Also, 
members should be alive 
to the sometimes fluid 
dividing line between what 
constitutes ‘avoidance’ 

(legitimate practice) and 
what is ‘evasion’ (criminal 
activity) and be able 
to advise their clients 
accordingly. 

In short, the guidance 
makes clear the obligation 
of  members to advise their 
clients accurately and 
thoroughly of  the risks and 
implications of  their actions, 
including reputational and 
practical aspects.

This, of  course, leads to 
the need to have proper rules 
and procedures in place 
within a practice to ensure 
ongoing compliance, a part 
of  which is to ensure that 
regularly updated letters of  
engagement are in place. ■

Chas Roy-Chowdhury FCCA 
is head of tax at ACCA

FOR MORE INFORMATION:

Professional Conduct in Relation to Taxation is available 
at www.accaglobal.com/ab73
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SNAPSHOT:
OUTSOURCING
Outsourcing and shared 
services has been a growth 
area across the world for 
almost two decades, although 
Stan Lepeak, global research 
director at KPMG, says: 
‘Outsourcing is growing 
but not quite as fast as some 
had predicted.’

Even so, industries 
with global footprints are 
more aggressive in their 
outsourcing approaches 
because they support 
a growing international 
customer base. Examples 
are pharmaceuticals and life 
sciences, transportation and 
manufacturing. 

For accountants offering 
outsourcing advice, it is a fast-
moving environment in which 
regulatory pressures and 
increasing automation mean 
that accounting standards, 
regulation and technology 
really do go hand in hand. 

According to figures from 
ISG, the UK is one of  the 
top three spenders in public 
sector outsourcing, along 
with the US and Australia. 
ISG says global public sector 
outsourcing agreements were 
worth €7.4bn (£6.2bn) in Q3, 
compared with €4.6bn in the 
private sector.

€5.1bn
In 2013, 122 public sector 
outsourcing contracts with 
a combined value of  €5.1bn 
were awarded in the UK, 
according to ISG calculations.

The view from

I’m on a mission to build 
our brand in an important, 
strategically located 
emerging market. Crowe 
Horwath wants to become 
one of  the most reputable 
public accountancy 
and consulting firms 
in Mongolia. When I 
joined, it wasn’t an 
established name here; 
three years on and it’s 
so far, so good. Another objective 
is to extend the network’s global 
reach, helping member firms to 
take advantage of  inbound and 
outbound opportunities.

Mongolia is rich in natural 
resources, making it a key target 
for multinationals. The country has 
already attracted global players in the 
industry, accompanied by Big Four, top-
10 and mid-tier professional services 
firms like us. My own background is in 
oil and gas, having trained at KPMG  
in Malaysia and worked in its specialist 
energy team. I frequently call on that 
previous experience, since most of  
my clients are mining companies, and 
there are many similarities in terms  
of  financial and operational set-up.

Much of my work focuses on due 
diligence on behalf of potential 
investors and acquisitive foreign 
organisations. Many of  the companies 
which look to do business in emerging 
markets want to explore opportunities 
for mergers, acquisitions or joint 
ventures; financial modelling and 
business valuation are critical 
components of  our overall service 
offering. Securing that kind of  business 
often requires bringing in colleagues 
from other Crowe Horwath firms to 
support local staff; the associated 
transfer of  knowledge gives us an 

‘HOW MANY ACCA MEMBERS HAVE BEEN 
TAUGHT TO COOK LAMB STEW ON HOT STONES?’  
AZMI OSMAN ACCA, PARTNER, CROWE 
HORWATH, ULAANBAATAR, MONGOLIA

added edge in the face 
of  competition from local 
firms. It’s a good example 
of  why membership of  an 
international network is 
important for firms outside 
the Big Four seeking to 
capitalise on opportunities 
in emerging markets. 

Patience and adaptability 
go hand in hand with 

calculated risk-taking. They’re not 
mutually exclusive commodities 
although, like other firms, we too 
have to overcome a shortage of  
professionally qualified people 
with those attributes. Add in the 
fact that, for most people who 
come here, Mongolia represents 
an environment in which both 
living and working are unlike 
anything they’ve experienced 
anywhere else. We prefer to employ 
local staff  and help them to 
develop the skills we need, through 
internships, in-house training and 
funding studies towards professional 
qualifications like ACCA. 

Relocation isn’t for everyone – but  
I’ve found it to be uniquely stimulating 
and rewarding in equal measure.  
I don’t get much spare time here – it’s 
far removed from a traditional nine-to-
five role – but when I get the chance, 
I enjoy exploring the countryside 
with my family. Moving here has been 
a refreshing and intriguing change of  
culture and lifestyle; I’ve even spent 
time living in a nomadic yurt out in 
the steppes. Yes, there are almost 
constant demands on my time – but it 
continues to be an amazing experience. 
And how many of  my fellow ACCA 
members can say they’ve been taught 
by clients how to cook lamb stew 
outdoors on hot stones? ■
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Going global
BDO International Limited’s chief human capital strategist Emree Siaroff talks about the 
war for talent and the particular benefits of working for a mid-tier accountancy firm 

accountancy firms, providing advisory 
services in 144 countries, with more 
than 56,000 people working out of  
1,264 offices worldwide.

Q: What are some of the key trends 
you’re seeing in terms of accountants 
moving between borders? 
A: Moving across borders comes down 
to any given country and whatever 
processes they have in place to 
recognise international accreditations. 

The growing demand for accounting 
professionals, the nature of global 
business models and the wide 
acceptance of international accounting 
standards have greatly increased the 
mobility of accountants around the 
world. We speak to Emree Siaroff, 
managing director, human capital, 
BDO Canada LLP and global head of 
people at BDO International Limited, 
to gain his views on these and 
other critical factors that influence 
the ability to attract and retain 
talent, particularly for mid-tier firms. 

Siaroff  joined BDO Canada LLP 
as managing director, human capital, 
in 2008 and took up his additional 
international role in 2012. BDO 
International Limited is currently the 
world’s fifth largest network of  public 

It’s certainly more fluid between 
common groups of  countries. 

For example, if  you were to look 
at Commonwealth countries around 
the world, they have set up similar 
structures and backgrounds, which 
makes it a lot easier for a person to 
move from one to the other. You see a 
lot of  movement by Australians, South 
Africans, British and Americans. And 
again, those cultures tend to be looking 
for experiences abroad. »

▌▌▌PEOPLE ENTERING THE PROFESSION TODAY 
ARE LOOKING FOR MORE, EARLIER – MORE 
RESPONSIBILITY, MORE INTERESTING WORK AND 
MORE EXPOSURE

65INTERVIEW | PRACTICE

ACCOUNTING AND BUSINESS



Q: Where do you see the most 
opportunities internationally for  
mid-tier firms?
A: In general, there are great 
opportunities globally for people in this 
industry. That said, I think the biggest 
growth we’re seeing right now is in Asia 
Pacific as our profession follows the 
rise and fall of  business in general. 

It’s also a function of  demographics 
on a country-by-country basis. In 
Canada, for example, if  you compare 
the number of  people turning 65 with 
the number of  people who are coming 
out of  schools, then there simply 
isn’t enough talent emerging to meet 
workforce demands. 

Similarly, in countries like Japan, 
Germany, France, Britain, the US and 
Canada, there are ageing populations 
where increasing numbers of  retirees 
will increase workforce demand. Much 
of  it is pure demographics creating 
greater demand. 

Q: What sort of training and talent 
do you think you will be looking for 
in the future? 
A: I see the technical requirements 
as the ‘given that you need to get in 
the door’, but not at the expense of  
the ‘soft’ skills. We will therefore be 
looking for individuals who are able to 
provide more holistic critical thinking 
and advice. 

If  you are a student thinking about 
the type of  education you will need, 
my advice would be to make sure you 
nail down the technical aspects but 
also ensure that you’re sharpening your 
thought processes, your interpersonal 
skills and your ability to communicate 
and to give presentations – don’t just 
look at the numbers, but look at what 
the numbers mean, and be able to give 
advice and insight. 

I also think technology is key. A lot 
of  people entering the workforce now 
are technologically savvy and we can’t 
underestimate how important that is in 
our profession as well.

Q: What do mid-tier firms offer 
accountants? 
A: What we offer are the expertise 
and resources of  a national firm or an 
international network but with a service 
level that’s more personal, like a local 
firm. That means that an individual 
who comes to work for BDO can build 
close relationships with their clients, 
building on extensive knowledge of  

their businesses, as well as with 
partners and other staff. This makes a 
distinct impact: smaller client service 
teams, smaller staff-to-partner ratios 
and a more supportive environment. 

I think you also have a better chance 

of  being acknowledged for the work 
you do by your peers, partners and 
clients. So, again, I think we offer 
the resources of  a big firm but the 
personalised attention and guidance 
offered by a smaller boutique practice. 
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holistically about the client’s business 
and needs. At BDO you get a lot more 
exposure and are expected to be a self-
starter, so you need to have the skills 
to handle that. 

Q: What career experiences are 
accountants looking for today 
compared with 10 years ago?
A: Everybody is unique in what they’re 
looking for, but if  I was to take a broad 
brush to this, I think new accountants 
are looking for greater responsibility 
earlier in their careers. 

Historically, the career model was 
more about putting your time in. 
When you did that, you could then be 
promoted and ultimately get those 
broader experiences. 

In my view, people entering the 
accounting profession today are 

Q: When sourcing talent internationally, 
what are you looking for that might 
differ from what the Big Four want?
A: We offer an environment where 
starters are going to get more exposure 
to clients and be part of  smaller 
teams. That means we need people 
who are extremely well rounded in their 
skill set. Clearly, if  you don’t have the 
requisite technical knowledge, you’re 
not even at the table in terms of  an 
opportunity – that’s kind of  a given.

What we’re then looking for beyond 
that – and I can speak specifically here 
for BDO – is individuals who have the 
ability to communicate, interact and 
think on their feet because they are 
more than backroom staff  focused on 
crunching numbers. They’ve got to be 
able to work closely with their partners 
and team members and to think 

looking for more, earlier on – more 
responsibility, more interesting things 
to work on and more exposure, such as 
you get in firms like BDO.

Q: What are the biggest challenges in 
your role?
A: The war for talent. It’s only going 
to get stronger as the economy gets 
stronger. We’re consistently looking for 
people so, again, the big challenge is 
demographics and numbers. On top of  
that, there’s the challenge of  finding 
people who have the skills that will 
allow them to interact effectively with 
their clients. 

There’s another challenge as well in 
terms of  getting people interested in 
the profession. In my view, over the last 
few years students have been shying 
away from accountancy or looking at 
other areas, such as finance related 
to banking and investment banking. 
That’s what’s keeping me up at night 
– how to stay on top of  that war for 
talent and stimulate interest in our 
profession going forward.

Q: What’s your strategy for winning the 
talent war?
A: The obvious answer is to create 
awareness of  the value and career 
benefits of  working in a mid-tier firm 
as opposed to a boutique or much 
larger entity. 

Perhaps not all the students and 
individuals in the industry have a 
true understanding of  the value that 
a member firm of  a network like BDO 
can bring to them in terms of  the 
exposure, experience and career 
progression. That’s one of  the reasons 
why we’re talking today – to get the 
word out that mid-tier firms, and 
particularly BDO, are really a great 
place to work. ■

Ramona Dzinkowski is an economist 
and business journalist

2012
Appointed global head of people, BDO International 

Limited, in addition to his role since 2008 of 
managing director, human capital, BDO Canada LLP.

2011
Appointed board member, Canadian Employee Relocation Council.

2008
Appointed managing director, human capital, BDO Canada.

2001-2008
Xstrata Nickel (formerly Falconbridge and Noranda).

1999-2001
Director, human resources, the Mibro Group.

1992-1999
Human resources manager, Hudson’s Bay Company.

1992
Certificate in Human Resources Management.

1991
Graduated with BA from University of Western Ontario.
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There isn’t an average 
day, which is one of the 
reasons I enjoy what I’m 
doing for Monitor, the 
regulator for healthcare 
services in England. 
We work collaboratively 
within and outside the 
organisation, so my day 
will usually involve a 
meeting with colleagues 
or a catch-up with other 
stakeholders in the NHS. 
My team works closely together, so 
there is a lot of  interaction between 
us to ensure that we are all supported 
and we compare notes on issues and 
solutions. Our regular monitoring 
processes work on a quarterly basis so 
there’s more standardisation around 
that in terms of  what I may be doing on 
a given day, but then the phone rings…

I manage relationships with a small 
group of foundation trusts and am 
also involved in a variety of projects 
including the new three-yearly 
governance reviews we are introducing 
from April. I also troubleshoot a little 
and have helped out on investigations 
at trusts outside my portfolio. When 
I joined, I worked intensively on 
developing special measures, which 
was a fantastic introduction to Monitor. 

Juggling responsibilities and new 
projects while still learning some of 
the basics is a challenge. I have been 
in my role for six months, which has 
flown by. While I’ve learnt a lot, there 
is still a lot more to take on board and 
the sector is evolving all the time.

I enjoy the variety of my work 
and I really like the people I work 
with. There is a lot of  energy and 

‘ I HAVE A MASSIVE RESPECT FOR THE NHS AND 
BEING PART OF THAT IS HUGELY MOTIVATING’ 
CARLA MOODY FCCA, SENIOR REGIONAL 
MANAGER, MONITOR, BRIGHTON AND A MEMBER 
OF ACCA’S GLOBAL PUBLIC SECTOR FORUM

enthusiasm in the 
organisation and a real 
drive to improve the sector 
for the benefit of  patients. 
I have a massive amount 
of  respect for the NHS and 
being part of  that – even 
indirectly in a regulatory 
role – is hugely motivating.

I want to improve 
my skills and gain 
experiences. That way I 

can add as much value as possible to 
the sector, to the organisation and to 
supporting my colleagues.

My advice to others is to take 
responsibility for your own 
development. If  you want to achieve 
something, then do it. If  you aren’t 
happy with something, then change it. 
I’ve worked in industry and in practice 
and it wasn’t for me. I moved into the 
public sector and found a fit which has 
enabled me to progress and to be more 
fulfilled and successful than I might 
otherwise have been.

Getting this role with Monitor has 
opened up all sorts of opportunities. 
I’ve been able to develop, learn more 
and add value to the sector and I’m 
really proud to be part of  it. 

I have small children who keep me 
very busy. I keep up with them by going 
to boot camp sessions and training 
for the London to Brighton bike ride. 
I’m lucky to live by the sea, so at the 
weekends we try and make the most of  
that – weather permitting! ■

Interested in appearing on this page?
If  so, please contact Chris Quick 
chris.quick@accaglobal.com

SNAPSHOT:
SOCIAL HOUSING
The supply of new homes 
for social housing has more 
than halved as part of the 
government’s austerity 
programme. 

Statistics published by the 
Department for Communities 
and Local Government show 
that 13,520 new social 
housing units were built in 
the 2012/13 financial year in 
England. This compares with 
around 30,000 units in each 
of  the previous two years. 
There was an even bigger drop 
in homes acquired for social 
housing: the figure fell from 
3,210 units in 2010/11 to 
360 in 2012/13.

Although the fall in 
additional social housing was 
caused by spending controls, 
it does not necessarily reduce 
public expenditure. The lack 
of  availability of  affordable 
homes provided by councils 
and housing associations has 
contributed to a growth in the 
private rented sector. There 
are now 3.9 million private 
rental properties, nearly 
doubling the number available 
in 1980. 

Meanwhile, social housing 
rents have risen, with housing 
associations encouraged to 
operate more commercially.

£21.1bn
The cost of  subsidising rented 
properties through housing 
benefit in 2013. This has more 
than doubled in recent years, 
rising from £9.7bn in 2001.

The view from
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Reform consultants
The Big Four firms are taking up a central position in the NHS efficiency savings drive, 
investigating poor performance and process weaknesses at foundation trusts

to bid to provide advice on maximising 
efficiencies to those new clinical 
commissioning groups expected 
to have difficulty in balancing their 
budgets. Deloitte recently conducted a 
major investigation into the NHS Direct 
111 phone service. 

PwC, Deloitte and KPMG have also 
undertaken consultancy projects for 
NHS trust regulator Monitor. All the 
Big Four have picked up evaluation 
contracts from individual trusts, where 
Monitor has required trusts to take 
action over weak performance. EY has 
fulfilled an even larger consultancy 
project evaluating national weaknesses 
in procurement practices.

Procurement weaknesses
One of  the focal points of  NHS 
contracting has been in improving 
procurement practices, including 
working with the new clinical 
contracting groups. Here KPMG holds a 
prominent role, having won the tender 
three years ago to provide support 
for pathfinder clinical commissioning 
groups in London. Recently KPMG 
disclosed that it is working with 

The NHS reform programme is a far-
reaching one, generating changes in 
structures, procurement practices and 
culture. The private sector is playing 
a larger role here than in the rest of 
the service, with the Big Four firms 
at the heart of implementing reform. 
Each of the Big Four has invested 
substantially, creating specialist 
divisions that are well placed to 
provide services to NHS bodies, in 
particular consultancy.

KPMG appears to be the most 
successful of  the Big Four in winning 
work with NHS bodies. Chairman of  
KPMG’s global health practice and 
leader of  the health practice in the 
UK and Europe is Mark Britnell, who 
is highly regarded in the health sector 
and was considered a potential front-
runner to take over as chief  executive 
of  NHS England but is thought not to 
have applied for the job. He has worked 
in the past at senior levels in the NHS.

As part of  its focus on consultancy 
services for the NHS, KPMG 
established its Perform unit, which 
says it is available to ‘help the NHS 
deliver up to 20% efficiency savings’. 
Consultancy services on offer through 
the Perform unit include advice on 
effective commissioning, organisational 
architecture, tax planning, board 
control, total performance 
improvement and telehealth. KPMG 
also offers support for ‘whole health 
economy transformation’, for which it 
uses the term ‘hothousing’.

PwC, EY and Deloitte also have 
strong in-house teams offering 
consultancy support. At Deloitte, 
Lucy Moore is an associate director 
within corporate finance, supporting 
the firm’s national NHS restructuring 
practice. She was previously CEO of  
an acute trust for seven years, with a 
track record for turning around poor 
operational, financial and patient 
experience performance at trusts.

All the Big Four firms have picked 
up consultancy contracts that looked 
into poor performance in particular 
trusts. The firms were recently invited 

▌▌▌THE ULTIMATE GOAL OF THE NHS REFORM 
PROGRAMME IS FOR A MORE COST-EFFECTIVE 
SERVICE TO MAKE £20BN IN EFFICIENCY SAVINGS

more than 50 of  the 211 clinical 
commissioning groups and 11 of  the 
23 commissioning support units.

In some instances the firms are 
taking roles significantly beyond 
what might be expected. Deloitte is 
partnering with healthcare education 
recruitment specialists Hicom and 
Konetic to support niche employment 
services. The three businesses are 
developing a recruitment system for 
postgraduate medical and dental 
training, having won a tender from 
Health Education England.

The ultimate goal of  the NHS reform 
programme is to achieve a more cost-
effective health service that can make 
£20bn or so in efficiency savings. This 
will inevitably cause some existing 
NHS bodies to close. Here, too, the 
firms have a role: KPMG provided the 
administrators to the failed South 
London foundation trust.

Ironically, the signs are that while 
finances are tough for the NHS, the 
Big Four will earn significant fees from 
trimming back expenditure. ■

Paul Gosling, journalist
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College London, and freely 
admits accountancy would 
not have been her first 
career choice had she had 
better hearing. ‘I trained 
as an accountant because I 
couldn’t really get anything 
else,’ she says. Teaching, 
the most obvious route, was 
not open to her because of  
her hearing – but that was 
not the only barrier she had 
to overcome as a female 
graduate in the early 1970s. 

‘There was a book called 
the Directory of Opportunity 
for Graduates in those days, 
which showed most of  the 

organisations that were 
hiring graduates,’ she 
says. ‘There were symbols 
next to each one, including 
a symbol that showed they 
were for men only. There 
were lots of  those. It’s easy 
to forget that as recently 
as the early 1970s a lot of  
jobs were closed to women. 
The City was very much a 
gentleman’s club.’

A disablement 
resettlement officer at the 
then Ministry of  Labour 
suggested she consider the 
accountancy profession, 
which was beginning to 
build a reputation for 
inclusion and better suited 
than most for someone with 
a disability. 

‘It is very difficult for 
anyone with a disability to 
have a meaningful career, 
but accountancy is very 
good in that respect, with 

Teresa Sienkiewicz FCCA, 
a director in KPMG’s 
pensions audit practice, 
can look back with 
satisfaction at a long 
career in accountancy. 
She began as one of 
only a handful of women 
training in a professional 
firm and will end it with 
an OBE for services to 
the accountancy and 
pensions industries. Her 
achievements are testament 
to her determination as 
well as to her ability, 
since she has seriously 
impaired hearing. 

‘I’m sure my life would 
have been very different if  
I had not been deaf, but 
I have coped as best as I 
can,’ she says. ‘I’ve mainly 
concentrated on technical 
work, rather than client 
work, which makes it easier. 
All of  my clients know I have 
hearing problems and are 
very good about making 
allowances. I always tell 
people upfront, but it’s easy 
for them to forget.’

Sienkiewicz wears a 
powerful hearing aid and 
while it is impossible to tell 
she has impaired hearing if  
you are alone with her, she 
has difficulty in a crowd or 
any environment where there 
is ambient noise. ‘Meetings 
are very hard,’ she says. ‘I 
need to see someone’s face 
to process what they are 
saying, which isn’t always 
easy in a big group.’ 

Limited options
Her life has been one of  
adapting as best she could 
to her circumstances. 
She was almost certainly 
the first deaf  student to 
graduate from University 

a wide range of  potential 
jobs,’ she says. ‘It’s a 
good choice for a disabled 
person these days. The big 
firms in particular really 
understand what they need 
to do to help.’

Sienkiewicz qualified at 
Price Waterhouse before 
taking a career break to 
raise her two children. She 
returned to the workplace 
nearly seven years later 
as a lecturer at Kingston 
Polytechnic. Three years on, 
realising that her students 
were being paid more in 
their first jobs than she 

was earning, she decided 
to move back into the 
accountancy profession.

Huge improvements
Sienkiewicz recently 
celebrated her 20th 
year with KPMG and 
is set to retire soon. 
Throughout her 40-year 
career, she has seen huge 
improvements for female 
and disabled employees. 

‘Things have changed 
enormously for women 
in the profession,’ she 
says. ‘When I first started 
working in audit it was very 
conservative, to the extent 
that we were allowed to 
wear trousers only if  we 
were stock-taking. There 
was a tiny proportion of  
women in the hall when I 
took my exams, and at Price 
Waterhouse I was always 
the first female auditor at 

the clients I went to, which 
made for some interesting 
experiences. Alas, equality 
has taken a long time.’

Sienkiewicz has sat 
on KPMG’s disability 
steering group since its 
inception and speaks from 
experience. She appreciates 
how much things have 
improved, particularly in 
the past decade, in terms 
of  technology and the 
willingness of  employers 
and others to adapt to the 
needs of  the disabled.

‘When I took my 
accountancy exams, I had 

to let them know I wouldn’t 
be able to hear when they 
said to stop writing,’ she 
says. ‘It’s much better today 
– dyslexia, for instance, 
is quite common in the 
profession and candidates 
with dyslexia are allowed 
extra time if  they need 
it, as are candidates with 
conditions such as impaired 
sight and mobility.’

In terms of  her own 
disability, improvements 
in technology have made a 
huge difference. ‘I have a 
portable loop system, but 
a lot of  it depends on your 
employer and the people I 
visit being disability-aware,’ 
she explains. ‘I remember 
going to one conference 
where the loop system 
wasn’t working properly and 
could only be picked up at 
knee height. I could have 
sat on the floor but then I 

Adapt and thrive
As part of our series of interviews with ACCA members on the front line, KPMG’s 
Teresa Sienkiewicz OBE talks about her career and the challenges of having a disability

▌▌▌‘IT IS VERY DIFFICULT FOR ANYONE WITH A 
DISABILITY TO HAVE A MEANINGFUL CAREER, BUT 
ACCOUNTANCY IS VERY GOOD IN THAT RESPECT’
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*‘You always find obstacles 
wherever you go; you just have to 
find a way to work around them.’

*‘Nevertheless, I think that it’s 
important to recognise when you have hit a 
brick wall. Betty Lockwood, who was the first 
chair of the Equal Opportunities Commission, 
used to say, “Don’t waste your time on things 
where you will make no difference.”’ 

*‘Don’t accept second-best if you feel you 
can do better. If you have a disability, ask for 
what you need to help you do your job.’

TI
PS

wouldn’t have been able to 
see the speaker’s face, so I 
had to leave.’

Even so, something 
as simple as getting to a 
meeting or going home 
at the end of  the day can 
present its own problems. ‘I 
can’t hear announcements 
on the train, for example, so 
if  there’s a sudden change 
of  plan I have to rely on 
other people telling me what 
is going on, and I really can’t 
use a mobile phone.’

Considering that she 
has had a successful 
professional career 
culminating in national 
recognition, and that she 
has achieved that with a 
significant disability, it would 
be easy to call Sienkiewicz 
a pioneer – but she doesn’t 
see it that way. 

‘I don’t consider myself  
a trailblazer at all – I didn’t 
have a choice,’ she says 
firmly. ‘My father was a 
bricklayer, and allowing me 
to stay at school so I could 
go to university was a big 
sacrifice for my family. It 
would have been a waste 
not to try to do something. 
People don’t realise how 
hard it is to work when you 
have a disability, but those 
of  us in that position cannot 
change what life has thrown 
at us and I haven’t done 
too badly!’ ■

Liz Fisher, journalist
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Earlier this year BSkyB 
turned 25, having taken just 
a quarter of a century to 
become a dominant force 
in British broadcasting. Its 
original four channels have 
grown into a multimedia 
home-entertainment 
business, and the company 
overtook first ITV and 
then last year the BBC in 
revenue, having notched up 
over 11 million customers 
on the way. From an initial 
focus on movies and sports 
– notably Premier League 
football – it has expanded 
its channel line-up to offer 
everything from the pick 
of US entertainment to a 
dedicated arts channel.

Along the way, it has 
itself  become a major 
commissioner of  content, 
spending around £600m on 

In the star-filled Sky
Continuing our series looking at the working life of ACCA members inside big-name 
companies, we meet two finance professionals at telecoms and broadcasting giant BSkyB

▌▌▌‘WE LIKE TO GET THE TALENT ROUND THE BUSINESS. IF YOU 
WORK IN AN EXCITING COMPANY YOU WANT TO HAVE SOME FUN’

home-grown British content. 
Its acquisition of  O2’s 
fixed-line business last year 
further boosted its position 
as a major UK broadband 
provider, now supplying 5.1 
million homes.

BSkyB’s wide and 
ever growing portfolio of  
businesses ranges from 
home telephony to online 
betting, but as deputy CFO 
Colin Jones FCCA explains, 
it is all part of  the same 
strategy. ‘Even though it 
might look complicated from 
the outside, we’re actually 
quite a focused company,’ 
he says. ‘We want to put 
ourselves at the centre of  
the connected home.’ 

Building on content
BSkyB’s roots may lie in 
‘linear TV’ but everything 

else has followed as a 
natural progression. Jones 
says: ‘Watching live TV is 
clearly at the centre of  it, 
but increasingly broadband 
is important to have in the 
house, because everyone 
wants to connect to the 
internet. Then you build out 
from that, expand the TV 
service so people can get it 
on demand or on the go, and 
then you can say, OK, I can 
sell TV to businesses such 
as pubs and clubs. We’ve 
also built an advertising 
business because you can 
grow ad revenue if  you’ve 
got great content.’

Completing the picture is 
the back office and the focus 
on ‘great customer service’, 
Jones says. ‘Because you 
want to be at the centre 
of  the home, you have to 

have great engineers, and 
great call centres that can 
support that. The strategy 
is quite straightforward. 
Where the power comes is if  
we can get that picture into 
the heads of  all the 25,000 
people who work at Sky and 
say that’s what we are trying 
to drive for.’

Sky’s history has been 
one of  ventures into the 
unknown, so finance is 
crucial to marrying sound 
commercial decisions to the 
creative objectives of  the 
content side.

‘Financial evaluation of  
our investments in content, 
for instance, is quite hard,’ 
says Jones. ‘We know it’s 
strategically very important 
for the business, but the 
return on investment comes 
in a number of  ways: 
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keeping customers happy 
and reducing churn, or 
attracting people to Sky 
because they say they can’t 
miss the content, and you 
can drive advertising revenue 
so there’s a clear return 
on that. But it’s a little bit 
unclear. Finance has to get 
in there and find the right 
data around it to do the 
right analysis and set the 
return benchmarks.’

To ensure that finance 
professionals also grasp the 
big picture of  the goals and 
scope of  the organisation, 
they are not only encouraged 
to work closely with the 
business but rotated 
through a series of  roles 
to expose them to different 
parts of  Sky’s operations. 

Financial analyst Victoria 
Spruce FCCA says it’s 
all in marked contrast to 
other, more bureaucratic 
organisations: ‘In some 
organisations you might 
work in finance and not be 
that close to the business, 
but at Sky finance is at the 
heart of  all the decisions. 
You really are encouraged 
to go and work with the 
business, help them make 
those decisions and succeed 
in what they do.’

Currently working in Sky’s 
financial reporting team in 
Scotland, Spruce has had a 
spell working with Sky’s B2B 
business. ‘That role covered 
lots of  different areas 
looking after commercial 
revenue from pubs and 
clubs,’ she says. ‘Also during 
that time we launched a new 
reporting system, a CRM 
system which brought with it 
a whole host of  challenges.’

She is currently six 
months into a new rotation 
on the market acquisition 
side, looking at the cost 
of  acquiring customers, 
incentivising sales and 
increasing customer 
retention. ‘I’m getting a 
lot more contact with the 
commercial side now, how we 

are making these decisions 
on what offers we are putting 
out,’ she says. ‘When I get a 
flyer through the mail I know 
that’s coming out of  my P&L 
and how it’s contributing  
to revenues.’

She says at the moment 
she is happy to stay in that 
role. ‘Once I’ve added as 
much value as I can, become 
an expert and improved 
everything I can, I’ll be 
looking to rotate into another 
role and do the whole thing 
again. It keeps the whole 
work experience fresh, and 
it keeps you motivated. If  
you’ve been at a company for 
four or five years you don’t 
usually get to change and do 
different things – you have to 
move to a new company to 
get different experiences.’

Sky rotates its staff  
biannually, particularly at 
the start of  their careers. 
Jones says that after four 
or five rotations you have a 
good all-round sense of  the 
business, the areas you want 
to work in as well as those 
you don’t. ‘I think people 
value the variety and it 
means they get good on-the-
job training,’ he says.

Beyond the day-to-day
Staff  are also encouraged  
to involve themselves  
in projects outside their  
day-to-day duties.

‘I’m on the continuous 
improvement board so we 
see all the projects that 
people put forward for 
funding,’ says Spruce. ‘Most 
people in our team can get 
involved with something 
in addition to their normal 
role, whether it’s continuous 
improvement or a social 
committee, fundraising or 
organising offsite meetings.’

These offsite meetings 
neatly combine the outside 
projects with the goal of  
exposing all Sky’s finance 
people to the wider business. 
‘We do four finance 
conferences a year, two in 

Scotland, two in London, 
and we offer it to people 
in finance to organise it,’ 
says Jones. ‘They get to do 
it top to bottom, from venue 
to theme, from inviting all 
the people who need to 
be there to organising the 
catering and managing 
the budget. It’s a different 
experience for people 
and they get to work with 
colleagues from different 
locations and different parts 
of  the business.’

Conference themes can 
range from cast members 
from TV series attending 
to the head of  product 
development explaining how 
technological advances are 
transforming the business. 
The next conference will look 
at content: how a production 
is planned from concept to 
screen and how finance can 
make an impact throughout 
the process.

Sky also makes a point of  
exposing staff  who might be 
regarded as back-office to 
the more glamorous side of  
the business. 

‘We like to get the talent 
round the business,’ says 

Jones. ‘People who work in 
finance might not get the 
day-to-day exposure to these 
stars, so it brings it to life. 
If  you work in an exciting 
company you want to 
have some fun.’

‘I had Ross Kemp stop by 
at my desk a few years ago,’ 
adds Spruce. 

Both Spruce and Jones 
say one of  the things that 
attracted them to Sky and 
keeps them there is the pace 
of  the business. Jones says: 
‘Speed and innovation are 
really important in media 
and technology. The sector 
moves very quickly so we 
have to operate very quickly, 
and it innovates a lot so we 
have to as a business. You 
not only have to support that 
change but think about 
how you improve what we 
do in finance as well: the 
“believe in better” tagline 
is nowhere more powerful 
than internally in Sky.’

Spruce adds: ‘Sometimes 
you see something in a 
report before you are even 
told about it – it happens so 
quickly. You pick it up and 
run with it.’ »

10,536,000
Number of TV customers.

5,005,000 
Sky+HD customers.

2,528,000
Multiscreen customers.

5,127,000
Sky Broadband customers.

4,792,000
Sky Talk customers.

£3,751m
Adjusted revenue.

£595m
Adjusted operating profit. 

24,000
Employees.

BA
SI

CS
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and we’ll all be unhappy, but 
you just get it out there and 
fix it and move on.’ 

And it’s not only the pace 
and lack of  bureaucracy – 
the company’s commitment 
to growth is another key 
attraction. ‘Sky is a very 
driven company which 
focuses on growth and 
puts a lot of  investment 
and effort behind it,’ says 
Jones. ‘That’s good for the 
company and for the people 

Faster reactions
The encouragement to take 
the initiative is part of  the 
Sky culture. Jones says: ‘We 
put a premium on reacting 
quickly. Even if  it may not be 
100% right, we’d rather take 
the risk and act quickly than 
wait until we are absolutely 
certain before we move. 
If  mistakes are made, then 
one of  the things we try 
to do is to make bad news 
travel fast: it’s not personal 

who work there as you get 
more career opportunities.’

That means that even 
for finance professionals 
the sky really is the limit. 
Jones says: ‘At Sky we don’t 
tend to pigeonhole people 
based on what they’ve done; 
we look more at what skills 
they have got and are they 
performing well. 

‘So if  we’ve got a good 
person in a compliance 
or accounting-type role, 

some people might want 
to stay there and others 
might want to get into the 
commercial side. 

‘And that’s great, because 
then they’ve got the best 
of  both worlds – a strong 
accounting background and 
the commercial business 
partnering experience, and 
they get the best shot at a 
senior leadership role.’ ■

Mick James, journalist

2009 
Moved to Sky. Since 2013 a TV 

financial analyst in the actuals 
reporting team, working in marketing 

acquisition. Has also dealt with 
commercial (pubs and clubs) revenue, 
working capital and bad debt provision. 

2007
Became management accountant at 
Tods Murray Solicitors in Edinburgh.

2003 
Moved to Optos as accounts assistant.

2001 
Appointed accounts assistant at Patriot 
Aviation. 

1998 
Started as accounts assistant at 
Walsh Automation.

CV
VICTORIA SPRUCE FCCA

2011
Became Sky deputy CFO 

responsible for all commercial 
finance (decision support), 

accounting and transaction 
processing and group finance, 

as well as the finance function/ 
people agenda. 

1995
Moved to PepsiCo UK, Ireland & South 
Africa. Positions included VP for planning 
and business development, and CFO of 
Walkers Crisps business unit. Appointed 
company CFO in 2009. 

1990
Worked at Glaxo Wellcome. 

1986
Started as a finance management trainee 
at Unisys.

CV

COLIN JONES FCCA

74 PEOPLE | INSIDE BSKYB

ACCOUNTING AND BUSINESS



www.blackline.com


House Price Index
2010 2011 2012 2013 2014

January 535.7 522.6 514.2 519.8 560.2
February 537.2 523.3 514.3 524.3
March 543.1 524.8 528.9 530.6
April 552.7 525.3 521.7 540.6
May 547.6 525.4 523.6 543.2
June 538.5 529.6 528.3 550.8
July 544.8 533.1 526.3 556.7
August 546.6 524.6 518.5 550.5
September 529.6 525.5 519.3 553.1
October 534.9 531.8 517.2 558.5
November 528.4 520.4 521.1 565.3
December 522.7 510.7 524.0 553.6
All Houses (January 1983 = 100) Source: Halifax 

April 2014
Figures compiled on 5 March 2014

Bank Base Rates

LIBOR

Mortgage Rates

Date Rate
7.8.97 7.00%
6.11.97 7.25%
4.6.98 7.50%
8.10.98 7.25%
5.11.98 6.75%
10.12.98 6.25%
7.1.99 6.00%
4.2.99 5.50%
8.4.99 5.25%
10.6.99 5.00%
8.9.99 5.25%
4.11.99 5.50%
13.1.00 5.75%
10.2.00 6.00%
8.2.01 5.75%
5.4.01 5.50%
10.5.01 5.25%
2.8.01 5.00%
18.9.01 4.75%
4.10.01 4.50%
8.11.01 4.00%
6.2.03 3.75%

Date Rate
10.7.03 3.50%
6.11.03 3.75%
5.2.04 4.00%
6.5.04 4.25%
10.6.04 4.50%
5.8.04 4.75%
4.8.05 4.50%
3.8.06 4.75%
9.11.06 5.00%
11.1.07 5.25%
10.5.07 5.50%
5.7.07 5.75%
6.12.07 5.50%
7.2.08 5.25%
10.4.08 5.00%
8.10.08 4.50%
6.11.08 3.00%
4.12.08 2.00%
8.1.09 1.50%
5.2.09 1.00%
5.3.09 0.50%

Date Rate
1.6.01 7.00%
1.9.01 6.75%
1.10.01 6.50%
1.11.01 6.25%
1.12.01 5.75%
1.3.03 5.65%
1.8.03 5.50%
1.12.03 5.75%
1.3.04 6.00%
1.6.04 6.25%
1.7.04 6.50%
1.9.04 6.75%
1.9.05 6.50%
1.9.06 6.75%

Date Rate
1.12.06 7.00%
1.2.07 7.25%
1.6.07 7.50%
1.8.07 7.75%
1.1.08 7.50%
1.3.08 7.25%
1.5.08 7.00%
1.11.08 6.50%
1.12.08 5.00%
1.1.09 4.75%
1.2.09 4.50%
1.3.09 4.00%
1.4.09 3.50%
4.1.11 3.99%

Existing Borrowers - Source: Halifax 

2011 2012 2013 2014
January 0.77% 1.08% 0.51% 0.52%
February 0.80% 1.06% 0.51% 0.52%
March 0.82% 1.03% 0.51%
April 0.82% 1.01% 0.50%
May 0.83% 0.99% 0.51%
June 0.83% 0.90% 0.51%
July 0.83% 0.74% 0.51%
August 0.89% 0.68% 0.52%
September 0.95% 0.60% 0.52%
October 0.99% 0.53% 0.51%
November 1.04% 0.52% 0.52%
December 1.08% 0.52% 0.53%
3 MONTH INTERBANK - closing rate on last day of month

Retail Prices Index
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

January 163.4 166.6 171.1 173.3 178.4 183.1 188.9 193.4 201.6 209.8 210.1 217.9 229.0 238.0 245.8 252.6
February 163.7 167.5 172.0 173.8 179.3 183.8 189.6 194.2 203.1 211.4 211.4 219.2 231.3 239.9 247.6
March 164.1 168.4 172.2 174.5 179.9 184.6 190.5 195.0 204.4 212.1 211.3 220.7 232.5 240.8 248.7
April 165.2 170.1 173.1 175.7 181.2 185.7 191.6 196.5 205.4 214.0 211.5 222.8 234.4 242.5 249.5
May 165.6 170.7 174.2 176.2 181.5 186.5 192.0 197.7 206.2 215.1 212.8 223.6 235.2 242.4 250.0
June 165.6 171.1 174.4 176.2 181.3 186.8 192.2 198.5 207.3 216.8 213.4 224.1 235.2 241.8 249.7
July 165.1 170.5 173.3 175.9 181.3 186.8 192.2 198.5 206.1 216.5 213.4 223.6 234.7 242.1 249.7
August 165.5 170.5 174.0 176.4 181.6 187.4 192.6 199.2 207.3 217.2 214.4 224.5 236.1 243.0 251.0
September 166.2 171.7 174.6 177.6 182.5 188.1 193.1 200.1 208.0 218.4 215.3 225.3 237.9 244.2 251.9
October 166.5 171.6 174.3 177.9 182.6 188.6 193.3 200.4 208.9 217.7 216.0 225.8 238.0 245.6 251.9
November 166.7 172.1 173.6 178.2 182.7 189.0 193.6 201.1 209.7 216.0 216.6 226.8 238.5 245.6 252.1
December 167.3 172.2 173.4 178.5 183.5 189.9 194.1 202.7 210.9 212.9 218.0 228.4 239.4 246.8 253.4
13th January 1987 = 100  Source: ONS

“OFFICIAL RATE”*
Effective Date Rate
6.1.02 5.00%
6.4.07 6.25%
1.3.09 4.75%
6.4.10 4.00%
6.4.14 3.25%

*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 Rate
27.1.09 1.00%/1.00%
24.3.09 0.00%/0.00%
29.9.09 3.00%/0.50%

INTEREST ON LATE PAID
INCOME TAX, CGT, STAMP DUTY

AND STAMP DUTY RESERVE
Effective Date Rate
6.12.08 5.50%
6.1.09 4.50%
27.1.09 3.50%
24.3.09 2.50%
29.9.09 3.00%

INTEREST ON OVERPAID
INCOME TAX, CGT, STAMP DUTY

AND STAMP DUTY RESERVE
Effective Date Rate
6.11.08 2.25%
6.12.08 1.50%
6.1.09 0.75%
27.1.09 0.00%
29.9.09 0.50%

MARCH DECEMBER
YEN US$ SFr € YEN US$ SFr €

2007 233 1.97 2.39 1.47 2007 222 1.99 2.25 1.36
2008 198 1.99 1.97 1.25 2008 130 1.44 1.53 1.04
2009 142 1.43 1.63 1.08 2009 150 1.61 1.67 1.13
2010 142 1.52 1.60 1.12 2010 127 1.57 1.46 1.17
2011 133 1.60 1.47 1.13 2011 120 1.55 1.45 1.20
2012 132 1.60 1.44 1.20 2012 139 1.62 1.48 1.23
2013 143 1.52 1.44 1.18 2013 173 1.65 1.47 1.20

Certificates of Tax Deposit
w.e.f. 6.3.09 w.e.f. 6.2.09 w.e.f. 9.1.09

up to £100K 0.00% (0.00%) 0.00% (0.00%) 0.00% (0.00%)
£100K+ 0-1 mth 0.00% (0.00%) 0.00% (0.00%) 0.00% (0.00%)
£100K+ 1-3 mth 0.75% (0.00%) 1.00% (0.50%) 1.50% (0.75%)
£100K+ 3-6 mth 0.75% (0.00%) 1.00% (0.50%) 1.25% (0.50%)
£100K+ 6-9 mth 0.75% (0.00%) 1.00% (0.50%) 1.25% (0.50%)
£100K+ 9-12 mth 0.75% (0.00%) 0.75% (0.25%) 1.25% (0.50%)
Encashment rates shown in brackets. Above rates are paid gross but are liable to tax. 

HM Revenue & Customs Rates

Data specially compiled for            by

% Annual Inflation
2009 2010 2011 2012 2013 2014

January 0.1% 3.7% 5.1% 3.9% 3.3% 2.8%
February 0.0% 3.7% 5.5% 3.7% 3.2%
March -0.4% 4.4% 5.3% 3.6% 3.3%
April -1.2% 5.3% 5.2% 3.5% 2.9%
May -1.1% 5.1% 5.2% 3.1% 3.1%
June -1.6% 5.0% 5.0% 2.8% 3.3%
July -1.4% 4.8% 5.0% 3.2% 3.1%
August -1.3% 4.7% 5.2% 2.9% 3.3%
September -1.4% 4.6% 5.6% 2.6% 3.2%
October -0.8% 4.5% 5.4% 3.2% 2.6%
November 0.3% 4.7% 5.2% 3.0% 2.6%
December 2.4% 4.8% 4.8% 3.1% 2.7%

Source: ONS

% Change Average Weekly Earnings
2009 2010 2011 2012 2013

January -1.7% 0.6% 4.3% 0.1% 1.1%
February -5.7% 5.2% 1.0% 0.5% 0.7%
March -1.1% 6.6% 2.4% 0.9% -0.7%
April 1.7% 0.4% 2.5% 2.4% 4.4%
May 0.9% 1.1% 2.4% 1.8% 2.0%
June 1.1% 2.1% 3.4% 1.4% 1.0%
July 0.3% 1.8% 3.1% 1.6% 0.9%
August 0.3% 2.1% 2.1% 2.3% 0.7%
September 0.9% 2.3% 1.8% 1.8% 0.9%
October 0.7% 2.1% 2.1% 1.3% 1.1%
November 0.8% 2.1% 2.1% 1.3% 0.7%
December 0.7% 1.3% 2.0% 1.3% 1.6%*
Whole GB economy unadjusted Figures include bonuses and arrears
*Provisional                                                                          Source: ONS

Exchange Rates on last working day

Source: Barclays

www.moneyfactsgroup.co.uk
The UK’s largest provider of savings and mortgage data

Tel: 01603 476 476

Late Payment of Commercial Debts
From              To Rate
1.7.12 31.12.12 8.50%
1.1.13 30.6.13 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%.

Courts
ENGLISH COURTS
Judgment Debts: High Court (& w.e.f. 1.7.91 County Courts) 8% w.e.f.
1.4.93 (previously 15% w.e.f. 16.4.85).

Funds in Court: Special Rate (persons under disability) 0.5% w.e.f.
1.7.09 (previously 1.5% w.e.f. 1.6.09). Basic Rate (payment into court)
0.3% w.e.f. 1.7.09 (previously 1% w.e.f. 1.6.09).

Interest in Personal Injury cases: Future Earnings - none. Pain &
Suffering - 2%. Special Damages: same as “Special Rate” - see Funds
in Court above (½ Special Rate payable from date of accident to date
of judgment). 

Interest Rate on Confiscation Orders in Crown & Magistrates Courts:
same rate as applies to High Court Judgment Debts.

SCOTTISH COURTS
Decrees: Court of Session & Sheriff Courts 8% w.e.f. 1.4.93 (previously
15% w.e.f. 16.8.85).

NORTHERN IRISH COURTS
Judgment Debts: High Court: 8% w.e.f. 19.4.93 (previously 15% w.e.f.
2.9.85). County Court 8% w.e.f. 19.4.93 (previously 15% w.e.f. 19.5.85).
Interest on amounts awarded in Magistrate Courts 7% w.e.f. 3.9.84.

ADMINISTRATION OF ESTATES
England & Wales: Interest on General Legacies: 0.3% w.e.f. 1.7.09
(previously 1% 1.6.09). Interest on Statutory Legacies: 6% w.e.f.
1.10.83 (previously 7% w.e.f. 15.9.77).

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.

Effective Date Rate
17.12.06 6.58%
18.2.07 6.83%
17.6.07 7.08%

Effective Date Rate
12.8.07 7.33%
13.1.08 7.08%
16.3.08 6.83%

Effective Date Rate
18.5.08 6.58%
16.11.08 6.08%
1.10.10 3.63%

Income Support Mortgage Rate

DATA PAGE

From              To Rate
1.7.13 31.12.13 8.50%
1.1.14 30.6.14 8.50%

the adviser’s portal

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.
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ACCA CELEBRATES IWD 
ACCA supported International Women’s Day on 
8 March by highlighting its thought leadership 
on diversity issues.

Helen Brand, ACCA chief  executive, said: ‘We 
wholeheartedly support International Women’s Day 
as it aligns with our core values, particularly those of  
diversity and opportunity. 

‘It is also in keeping with the history of  ACCA; in 
1909, we were the first accountancy body to give 
access to women to its membership. We also had the 
first female president for an accountancy body.

‘ACCA’s female membership stands at 45%, while its 
female students account for 51%.Our extensive work 
into diversity issues shows that a real commitment 
to diversity widens the talent pool. The more siloed 
things become, the harder it is to get fresh thinking on 
matters that affect the finance world. Innovation is key 
to changing things for the better. The profession has a 
massive part to play in inspiring change.’

corporation tax planning 
and the interaction of  other 
taxes; the calculation of  the 
company’s corporation tax 
liability; and HMRC’s recent 
comments and guidance.

CHANNEL ISLANDS 
CONFERENCE
18-20 June, Guernsey
ACCA UK’s annual Channel 
Islands conference focuses 
on key issues faced by 
finance professionals in 
the Channel Islands today. 
The conference provides 
the perfect opportunity 
to update your knowledge 
and gain 21 CPD units; 
attending the whole 
conference will fulfil your 
verifiable CPD requirements 
for the year, provided the 
content is relevant to your 
area of  work.

Our expert speakers will 
keep you informed of  the 
latest developments in the 
profession, while the relaxed 
and sociable environment 
is ideal for networking 
with peers.

F1: SUCCESS IN THE 
FAST LANE
24 June, Exeter 
Join ACCA and other 
business professionals for 
breakfast with technical 
business expert Steve Nevey, 
who has spent 22 years in 
the high-octane world of  
Formula 1 motor racing. 
This is your chance to hear 
Nevey draw some interesting 
and insightful comparisons 
between the worlds of  
Formula 1 and more 
conventional business. ■

INTERNAL AUDIT 
CONFERENCE 
15 May, London
This conference aims to 
explore the latest thinking 
in integrated assurance and 
give you guidance, tools and 
tips for delivery, balanced 
with an open debate on 
the challenges arising. Our 
speakers will provide their 
perceptive views based on 
both academic insight and 
real-world experience to 
address the key questions.

GOVERNANCE OF 
OUTSOURCING LOCAL 
SERVICES
21 May, London
Jessica Crowe is the 
executive director of  the 
Centre for Public Scrutiny 
(CfPS), an independent 
charity founded in 2003 
to promote better scrutiny 
and accountability in 
decision-making across 
the public sector. At 
this evening networking 
event she will present 
the headline messages 
from a joint research 
project between CfPS and 
the Local Government 
Association on governance 
and commissioning. 

CORPORATION TAX 
UPDATE 
6 June, London
This practical course will 
update and refresh, in detail, 
the recent major corporation 
tax changes, developments 
and legislation changes. 
Case studies will be used 
throughout the day. Key 
features will include 

Upcoming events
ACCA UK runs an exciting programme of events across the country, featuring high-profile 
speakers and offering networking and CPD opportunities. Here are some highlights

FOR MORE INFORMATION:

www.accaglobal.com/ukevents

▲ WORLD VISION
Artists in London’s Waterloo 
attempt to create the world’s 
largest ever spray-paint mural on 
International Women’s Day
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Annual Update for the Accountant  
in Industry & Commerce 2014
13 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 2014/15.

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. 

Get up to speed  
in record time,  
and get back to  
doing what you  
do best: growing  
your business.

Books

Online Reference

Software

Fee Protection

Consultancy

Advice Lines

CPD

®

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.

Visit www.cch.co.uk/aic for details and to book your place,  
email cch@wolterskluwer.co.uk or call 0844 561 8166

-UK Ads for Mar14.indd   5 11/02/2014   16:47
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ACCA president Martin 
Turner said: ‘Council’s 
meeting is a concrete 
demonstration both of  
ACCA’s global credentials 
and its serious commitment 
to the country and the 
regions visited.’ 

ACCA Council was due 
to hold its biennial 
international meeting 
in Dubai, United Arab 
Emirates, as we went to 
press, with delegations also 
visiting Bangladesh, Oman, 
Pakistan and Sri Lanka to 
better understand how the 
accountancy profession 
is supporting growing 
economies in the Middle 
East and South Asia.

These important 
meetings will enable Council 
members to learn from 
businesses, policymakers 
and learning providers how 
the economies of  this broad 
and diverse region offer a 
wealth of  potential. 

SPECIAL ISSUE CELEBRATES REGION
To mark Council’s international meeting in the United Arab 
Emirates, a special edition of Accounting and Business 
has been produced, focusing on the three issues Council 
members will be championing during their visit: women 
in finance, the future of corporate reporting, and the value 
that ACCA members bring to the region with their skills as 
complete finance professionals. 

The publication is available at www.accaglobal.com/ab

ACCA Council meets in Dubai
The biennial international meeting puts the spotlight on opportunities for the 
accountancy profession in the region and reinforces ACCA’s commitment to it

Stuart Dunlop, 
ACCA’s director of  
MENASA region, added: 
‘The visit will reinforce 
ACCA’s commitment 
to the development of  
the Middle East and 
South Asia as a whole, 

as the region continues 
to provide significant 
employment opportunities 
for ACCA members.’

Next month’s Accounting 
and Business will include 
a full report on the 
Council meeting. ■
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director of  qualifications. 
‘ACCA has always assessed 
the Qualification, updating 
it where necessary to stay 
relevant, and will continue to 
do so.’

One of  the more 
significant structural 
changes occurred in 1998 
when ACCA launched 
computer-based exams 
(CBEs). Currently, 
seven papers within the 
Foundation-level exams 
and the Knowledge module 
(F1-F3) exams of  the ACCA 
qualification are available 
as CBEs. In 2013 alone, 
112,315 exams were taken 
by this format, and ACCA 

Since ACCA exams were 
first formalised in 1918, 
the TV, personal computer, 
mobile phone and internet 
have all appeared on the 
global landscape. As 
these have evolved, the 
same could be said of the 
ACCA Qualification, which 
has changed throughout 
the years in order to stay 
relevant, up to date and 
compliant with standards.

‘It is essential to ensure 
the ACCA Qualification 
reflects what the market 
needs in terms of  creating 
newly qualified finance 
professionals,’ explains 
Catherine Edwards, ACCA’s 

is working to transition 
more of  its exams to CBE 
to better reflect how finance 
professionals work today. 

Greater flexibility
On-demand CBE 
assessments allow for 
greater flexibility in exam 
delivery and the format 
in which questions are 
delivered is more in line with 
the candidates’ experience 
of  tasks undertaken at 
work, using IT and other 
applications. 

The F4 (Corporate and 
Business Law) examination 
will undergo significant 
changes from December 
2014, including the 
introduction of  new question 
formats for all variants, 
while the Global and English 
variants will be added to 
those available through 
CBE assessment. 

Additionally, the 
Fundamental Skills 
exams (F5-F9) will see 
format changes made 
this year. These exams 
now incorporate multiple-
choice questions (MCQs), 
allowing ACCA to assess 
the full breadth of  the 
syllabus in every exam. The 
more traditional longer, 
written, question types will 
continue to examine the key 
objectives of  the subject.

A belief  among some 
ACCA members is that the 
increase in membership 
numbers must mean that 
exams have become easier, 
and that the introduction 
of  more CBE assessment 
will only enhance this belief. 
However, the evidence 
dispels both these myths. 

The ACCA Qualification 
is placed on a number of  
education frameworks at 
Masters Level, assuring 
the standards. In reality, 
membership is increasing 
because more students 
are turning to ACCA as the 
qualification of  choice. 
Furthermore, analysis shows 
that pass rates do not vary 
significantly between CBE 
and paper-based equivalents. 

‘I think the concern most 
people have regarding CBEs 
is that they think they are 
only using MCQs; however, 
this is not the case for 
ACCA,’ says Edwards. ‘We 
are not planning to remove 
longer questions from the 
Skills exams, even though 
our analysis shows that MCQ 
format does not actually 
make the exams easier.’

As expected, ACCA has 
an established approach to 
exam development which 
will ensure maintained 
levels of  rigour across the 
qualification. A key part of  
this is the pre-testing of  
the new exam format. This 
process involves subject 
matter experts, including 
ACCA members, refining 
and calibrating questions to 
ensure the new exam formats 
remain fit-for-purpose and 
equivalent to the exams that 
are known and respected 
globally today.

The message is clear. 
The ACCA exams may evolve 
over time, but the same 
quality-assured qualification 
remains constant. ■

Alistair Gilbert is marketing 
promotions executive 
at ACCA

Promoting quality, meeting needs

The evolution of ACCA’s examination 
structure reflects changes in the 
professional, vocational and educational 
landscape, says Alistair Gilbert

FOR MORE INFORMATION:

ACCA Qualification Student Journey: 
www.accaglobal/ab69
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Record exams success

A record number of 
students successfully 
completed their final ACCA 
exams in December 2013. 

Almost 195,000 
candidates took over 
357,000 papers around the 
world, with another 57,000 
students sitting computer-
based exams. 

A total of  7,980 students 
(compared with 7,700 in 
June 2013) are now able to 
take the next step to ACCA 
membership once they have 
satisfied their practical 
experience and ethics 
requirements. 

Pass rates at the 
Professional level remained 
constant overall.

Pass rates across the 
Skills module (F4 to F9) of  
the ACCA Qualification fell 
overall, although results in 
F4, Corporate and Business 
Law, improved over the 
previous session. 

Despite the slight decline 
in Skills module pass rates, 
8,455 students became 
eligible at the December 
session for ACCA’s Advanced 
Diploma in Accounting and 
Business on completion of  
their Professional Ethics 
module, which is another 
step to membership. 

Additionally, 4,833 
students achieved the 
ACCA Qualification on 
completion of  their Diploma 
in Accounting and Business 
exams or their foundation 
specialist exams. 

Alan Hatfield, ACCA 
director – learning, said: 
‘Research has shown 

In the last session of 2013, more students than ever passed 
their ACCA final exams, paving the way for full membership

INSIDE 
ACCA
81 Qualification 
Meeting needs and 
promoting quality

80 Council Members 
gather for meeting 
in Dubai

78 Diary Upcoming 
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26 ACCA president 
CFOs’ integrated 
reporting obligation

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 

KALLMAN HONOURED
ACCA has recognised James Kallman, global head of 
human rights for Mazars, for his contributions to the 
industry at the ACCA Achievement Awards ceremony at 
the Four Seasons Hotel in the Indonesian capital, Jakarta.

The award recognises individuals who have made an 
outstanding contribution to developing the profession. 
The awards are based on merit and given to individuals 
whose contributions deserve global recognition and 
whose efforts reflect ACCA’s core values of  accountability, 
diversity, innovation, integrity and opportunity.

COUNTRY-SPECIFIC CONTENT
Visitors to ACCA’s 
website will be able to 
see content tailored 
to their geographic 
location as a result 
of a programme of 
improvements.

In common with 
other leading global 
organisations, ACCA’s 

website now uses technology that detects which 
country each visitor is viewing the website from, and 
presents the content most relevant to them.

Colin Watt, ACCA’s head of  web channels, said: 
‘This means you will now see one clean and consistent 
look across our website, and will benefit from 
improved layout and navigation. The changes will 
result in a faster, more reliable website.’

Visitors will be able to change their view of  the 
website by clicking on the list of  countries in the top 
right-hand corner of  the website.

The project is expected to be completed by the end 
of  April.

50%
Percentage 
of  
employers 

that consider ACCA to 
be the leading global 
accountancy body by 
reputation, influence and 
size. Find out more in our 
member benefits video 
at www.accaglobal.com/
memberbenefits

that employers are 
seeking complete finance 
professionals. Passing the 
ACCA exams and completing 
the practical experience 
requirements provides the 
marketplace with qualified 
professional accountants 
who demonstrate these 
skills and competencies.’
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EXAM EVOLUTION 
ACCA AND COMPUTER-BASED ASSESSMENT
CUSTOMERS OR PRODUCTS WHERE SHOULD YOU FOCUS?
BDO INTERNATIONAL GLOBAL HEAD OF PEOPLE
TAX REBUILDING TRUST IN CORPORATES

INSIDE SHELL’S FINANCE FUNCTION 
SHARED SERVICES CENTRES: BENEFITS AND CHALLENGES

NICOLA HORLICK ON HER NEW CROWDFUNDING VENTURE
VIEW FROM A FUTURIST WHY INFOBESITY IS BLINDING US 

CPD TECHNICAL OTHER COMPREHENSIVE INCOME

TV TALK
ACCA MEMBERS ON WORKING AT BSKYB
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LIGHTS 
CAMERA 
ACTION

PINEWOOD FINANCE 
DIRECTOR ON LIFE IN FILM
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