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A SPRING IN THE STEP
As spring beckons after a damp winter, accountants
are starting to see the green shoots of better business
conditions. Almost 70% of UK respondents in our most
recent quarterly Global Economic Conditions Survey
of ACCA members (page 80) are optimistic about the
recovery. And BDO managing partner Simon Michaels,
one of our big interviews this month (page 62), believes
that ‘the market has come back’, a bonus for the firm in cementing the success of
its merger with PKF – which took place a year ago this month.
Back in November we reported on the talent war erupting in the large practice
sector following EY’s aggressive move to take on thousands of new staff. The
good news for accountants in terms of their own careers is that the war goes on.
Michaels says BDO aims to boost its 3,500 headcount by 500 in the next 12 to
18 months. Some of the mid-tier practice’s new work is coming from the FTSE
350 as a result of the regulatory shake-up of audit – rarely a week passes without
a household name revealing it has put its audit out for tender. But it is actually
the advisory market, which is also seeing a significant but less visible shake-up
as a result of regulatory changes, where BDO is hoping to see most expansion.
The changes not only enforce greater auditor rotation but limit non-audit work
by a company’s auditors.
Those looking for a case study exemplar of how to turbo-charge their careers
should read our cover interview with Ravi Mahendra FCCA, who has reached the
position of UK finance director of insurance giant AIG at the relatively tender age
of 36 (see page 14). One of his tips is to regularly ask yourself how your CV looks
against your intended career destination. In other words, if you want to reach
the top, you need to do more than just dust down your CV; you need to work out
where you want to go. And for many, that is the bigger challenge.
Chris Quick, editor, chris.quick@accaglobal.com
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▼ COUNTING THE COST

Farmland across the Somerset Levels lies
submerged after prolonged rainfall. In 2012
flooding cost Somerset £10m – a figure likely to
be surpassed this year

▼ ON TRACK

The government’s £6.5bn Thameslink
programme will see the arrival of state-ofthe-art electric trains in London. Siemens’
Desiro series of trains also operates in Russia
(pictured). PwC is the project’s lead adviser

▲ AUSTRALIA BECKONS?

British retail giant Marks & Spencer is
reportedly gearing up to open its first stores in
Australia this year

ACCOUNTING AND BUSINESS
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▼ GOING FOR GOLD

Show host Ellen DeGeneres with an Oscar,
pictured at the Academy Awards. PwC is
celebrating its 80th year overseeing the Oscars
balloting process; this year’s ceremony takes
place in March

▲ IN THE DRIVING SEAT

Renault and Nissan are to combine their
manufacturing and research and development
operations, saving at least €4.3bn a year by 2016

▲ ALL CHANGE

Satya Nadella is named Microsoft’s new CEO as
Bill Gates steps down as chairman. Nadella is only
the third CEO in the company’s history

ACCOUNTING AND BUSINESS
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News round-up
This month’s stories include KPMG resigning as auditor of Poundworld, PwC working
with a Chinese property developer to create First Stop London, and more jobs in the City
KPMG QUITS RETAILER

stocktakers. This had not
been advised to KPMG,
causing ‘significant concerns
about the conduct of those
charged with the governance
of the company who were
involved in the presentation
of the stocktake results’,
said the firm. Poundworld
managing director Chris
Edwards responded: ‘The
audit qualification and
resignation letter contains

KPMG has resigned as
auditor of Poundworld,
saying in a letter filed at
Companies House that it
had been ‘provided with
misleading information
concerning the value of
stock’ during its 2013
audit. The firm alleges
that stock valuations were
increased above those
presented by the third-party

TRENDS
ACCOUNTANTS EMBRACE SOCIAL MEDIA

Three-quarters of accountants now use social media,
according to a survey by Wolters Kluwer. Having
lagged behind with its use, the profession is now
moving into the vanguard. Female accountants use
social media more than men, but older accountants
have become more likely to use it. LinkedIn is the
most popular social media tool, followed by Twitter.

94%
91%
87%

2011

2012

2013

only the opinion of KPMG,
not that of the company,
and the issue raised
by KPMG was resolved
appropriately.’ He added
that the 2013 accounts had
been signed off by KPMG
and that Poundworld is
‘fully confident that our
procedures are robust’.

PwC AND ABP TEAM UP

A partnership between PwC
and Chinese real-estate
developer ABP has led to
the creation of an initiative
called First Stop London,
promoting investment
from China. The move is
part of ABP’s programme
to turn London’s Royal
Albert Dock into a hub for
Asian businesses. ABP
will provide support with
finding immediate business
premises, logistics and
technical and recruitment
support, while PwC will
provide tax, accountancy
and legal support.

AUDIT TENDERS

Standard Chartered has
retained KPMG as its
auditor, after a tender
exercise. PwC has been
appointed as auditor to
British Land following a
competitive tender. Previous
auditor Deloitte was
excluded from the process
because of the longevity
of its tenure. Vodafone has
also put its audit out to
tender: Deloitte has held the
contract for 26 years.

66%
58%
55%
42%
26%
15%

EU AUDIT REFORM
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Reform of the audit market
within the European Union
took another step forward
when the EU’s Legal Affairs
Committee supported the

revised proposals on a
majority vote. The proposals
require public interest
entities to rotate audit firms
at least every 10 years and
limit auditors’ provision of
non-audit services. A vote of
the full European Parliament
is expected in April. The UK’s
Competition Commission
announced that it is delaying
its own proposals for audit
reform, given the progress
at EU level. The commission
will now undertake further
consultation on audit reform
in the UK in the third quarter
of this year.

FRC CHAIR APPOINTED

Sir Win Bischoff has been
appointed as the new
chairman of the Financial
Reporting Council (FRC),
replacing Baroness Hogg
who steps down at the end
of April. Gay Huey Evans,
a director of the FRC since
2012, becomes deputy chair
in place of Glenn Moreno.
Baroness Hogg said: ‘Sir
Win Bischoff is an inspired
choice. His financial sector
experience and track record
of running boards will be
invaluable to the FRC on the
next stage of its journey.’

CITY JOBS INCREASE

There was a 51% rise in
available jobs in the City
last year, while salaries
for new appointments
rose by 27%, according to
Morgan McKinley London
Employment Monitor.
Most of the increase was
generated by demand for
improved governance and
regulatory compliance,
said Morgan McKinley’s
operations director
Hakan Enver. He warned

9

ROUND-UP | NEWS

that recruitment and job
availability could fall if
banks continue to be hit by
fines and provisioning for
trading irregularities.

CEOs WELCOME GROWTH
PwC’s annual CEO survey
has found widespread
optimism among corporate
leaders that their businesses
are ready to expand.
However, more than half
complain that the UK
needs to create a more
internationally competitive
tax system. The biggest
grievance, though, was
regulation, with 77% of
UK CEOs saying that they
are subject to excessive
regulation; this compares
with 72% of CEOs globally.
More than half of UK CEOs
suggest that regulations
should focus on outcomes,
not processes. For more,
see page 35.

END OF ACCOUNTANTS

There is a 94% probability
that the work of auditors
and other accountants will
be replaced by technology
within the next two
decades, according to a
report in The Economist.
‘Accountants may follow
travel agents and tellers in
the unemployment line as
tax software improves,’ it
said. The prediction drew
on research from Frey and
Osborne in their paper The
Future of Employment. The
only profession or trade
more likely to be automated
is that of telemarketers,
according to the study.

AUDIT MUST EVOLVE

The audit profession must
evolve if it is to remain
relevant, a KPMG report
concludes. Based on a
survey of the firm’s own
audit leaders from around
the world, the study, Value
of Audit: shaping the future
of corporate reporting, finds
the role of audit needs to

include the provision of
added value to the client.
Audit leaders suggested
there was a need for
quality excellence in audits,
backed by the use of data
analytics and assessments
of management controls
and business strategy.
More needs to be done to
assist clients to understand
the limitations of audit
opinions, commented
another audit leader.

TRENDS
WHO CAN YOU TRUST?

Trust in business leaders remains ‘strikingly low’,
according to the 2014 Edelman Trust Barometer.
The CEO ranks seventh out of eight categories,
considered less credible than all but government
officials as an organisation’s spokesperson, while
academics and experts remain the most trusted
source of information about companies.

Academic or exper t

BIG FOUR TO APPEAL

The Big Four’s operations
in China will be suspended
from auditing US-listed
companies if a judgment
from the Securities and
Exchange Commission (SEC)
is upheld on appeal. The
firms received a six-month
suspension for refusing to
release audit work papers
to the SEC, which they say
would potentially violate
Chinese information control
laws. The SEC is seeking
the papers as part of
investigations into some
Chinese companies. The
judgment was awarded by
the SEC’s administrative
law judge, who operates
independently from the
SEC. In a joint statement
the firms said they would
appeal the decision, adding:
‘In the meantime the firms
can and will continue
to serve all their clients
without interruption.’

SASB AND IIRC SIGN MoU
The International Integrated
Reporting Council (IIRC)
has signed a memorandum
of understanding with the
Sustainability Accounting
Standards Board (SASB)
to collaborate closely on
the evolution of corporate
reporting and disclosures.
SASB executive director
Dr Jean Rogers said:
‘SASB’s standards are a
practical implementation
of integrated reporting in
the context of US capital

Technical exper t

67%

66%*

Person like yourself

62%

Financial or indus
try analyst

53%

NGO representative

52%

Regular employee

52%

CEO

43%

Government official

36%

* question not asked in 2009

markets. The missions
of SASB and the IIRC are
aligned and formalising our
partnership will strengthen
harmonisation and guidance
to companies regarding
improved disclosure on
material sustainability
factors. Both organisations
put investors at the heart of
determining materiality.’

BIG DATA CONFUSION

The vast majority of
executives at major
corporations are unclear
how to implement effective
data and analytics (D&A)

2009

2014

strategies, according to a
report from KPMG Capital.
A study found that 85% of
executives found analysis of
existing data challenging,
while 75% have difficulty in
making decisions related
to D&A. ‘We live in an
increasingly data-driven
world where D&A has the
potential to revolutionise
the way we conduct and
manage business operations
across the entire enterprise,’
said Mark Toon, CEO of
KPMG Capital. ‘From CEOs,
to CFOs, CIOs and CMOs,
the challenge for today’s

»
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TRENDS

WEALTH OF THE WORLD IN HANDS OF THE FEW

The world’s richest 85 individuals are worth as much as the poorest 50% of the
global population, and the wealthiest 1% own almost half the world’s wealth, claims
Oxfam in the report Working for the Few.
The report also highlights that economic inequality is rapidly increasing; seven out
of 10 people live in countries where inequality has increased in the last 30 years.

3.0%
68.7
%
13.7
% 2
2.9%
42.3
% 7
.7%

Percentage of the
world’s wealth
Percentage of the
world’s population

41.0
% 0
.7%

executive is understanding
how to draw actionable
insights from data and
turn them into tangible,
genuine results.’

to be easing,’ explained
Scott Hileman, director of
Deloitte Transactions and
Business Analytics.

LEASE CHALLENGE

The Financial Reporting
Council (FRC) has launched
an investigation into the
financial statements and
audits of the Co-operative
Bank. The bank was rescued
by bondholders after a
£1.5bn capital shortfall was
revealed. Auditor KPMG
said it was unsurprising the
FRC was investigating given
the scale of public interest
in the crisis. It added: ‘The
auditor is independent of
the events which gave rise
to the issues experienced by
the bank. As auditor to the
bank we believe that we have
provided, and continue to
provide, robust audits which
provide rigorous challenge
to the judgments and
disclosures proposed by the
bank’s management.’

Compliance with the new
lease accounting standard
will be very difficult for
corporates to achieve,
according to a Deloitte
survey. Some 62% of large
companies said that IT
system constraints were
a significant problem,
with 55% saying they will
have difficulty compiling
a complete electronic
inventory of real-estate
leases. Companies are also
concerned at the effect on
their balance sheets, with
58% predicting a significant
impact. ‘It’s clear that
lessees are increasingly
forecasting difficulties
complying with the new
standard, though the
concerns for lessors look

ACCOUNTING AND BUSINESS

FRC PROBES KPMG

FRC REVIEWS AUDITS

The Financial Reporting
Council (FRC) has told
auditors to improve their
identification and response
to fraud risks. The warning
followed a review of 26 audits
conducted by the six largest
firms, chosen because of
their public interest. An FRC
report highlights areas where
auditors should improve the
quality and effectiveness
of their audit procedures.
Adopting the specified
improvements would enable
auditors to detect material
misstatements caused by
fraud and non-compliance
with laws and regulations,
said the FRC.

GAUKE: PAY UP FRONT

Users of ‘aggressive tax
avoidance schemes’ will
have to remit their claimed
tax savings to HMRC up
front under new proposals
the government says will
be implemented this year.

Treasury minister David
Gauke said: ‘For many tax
avoiders, one of the key
attractions of a scheme
is not necessarily the
actual tax saving, but the
opportunity to retain the tax
saving during the course of
the investigation and any
subsequent legal challenge.’

NI OVERTAKES CT

Businesses now pay more in
employment taxes than they
do through corporation tax,
a PwC study has found. For
every pound UK corporations
pay in corporation tax they
pay £2.86 in other taxes,
the firm calculates. National
insurance makes up 27.5%
of businesses’ tax costs.
Despite a decline in profits
in 2013 compared with
2012, tax contributions
rose by £500m to £77.6bn.
However, CT contributions
have declined. For the
bigger picture on taxes,
see page 18.
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PROFIT WARNINGS UP

There was a 30% surge in
profit warnings in the last
quarter of 2013, according
to analysis undertaken by
EY. However, the number
of profit warnings in the
year as a whole fell to a
three-year low. EY points
out that the rise in warnings
at the end of last year was
in contrast with reports
of an improving economy.
Profit warnings late in the
year were most prevalent
among the support services,
software and computer
services, aerospace and
defence, media and
technology, and hardware
and equipment sectors.

OTS TO CUT BURDEN

The Office of Tax
Simplification has published
proposals to reduce the
burden for reporting
employee benefits and
expenses. Suggestions
include treating employee
benefits as pay for the
purpose of calculating
Class 1 national insurance
obligations and the
introduction of a trivial
benefits exemption. The
proposals are to be costed
before a decision is taken on
their introduction. Further
proposals will be brought
forward in coming months
on benefits not covered
in the report, including
accommodation benefits
and termination payments.

11

MAZARS TO INVESTIGATE RBS
Mazars and the Promontory Financial Group have
been appointed by the Financial Conduct Authority
to investigate allegations of poor practice by RBS
in its corporate lending. A parallel inquiry has been
established by RBS, which is being conducted by law
firm Clifford Chance. The criticisms of RBS and its
Ulster Bank subsidiary were contained in a report by
Dr Lawrence Tomlinson, special adviser to business
secretary Vince Cable. RBS says that no evidence has
been presented in support of the allegations.

KPMG BUYS APPS STAKE
KPMG has launched a
strategic partnership with
Chelsea Apps Factory, a
leading producer of mobile
apps. This is the first
partnership to emerge from
KPMG’s Digital Innovation
Network, which aims to
accelerate the expansion
of start-up technology
businesses. As part of the
deal, KPMG is taking a 10%
equity stake in Chelsea Apps
Factory, with the equity
holding potentially growing
depending on how the
relationship develops.

EX-FD INVESTIGATED

Former Bradford & Bingley
group finance director Chris
Willford is being investigated
by the Financial Reporting
Council’s Accountancy
Scheme following the
completion in December of
an inquiry by the Financial
Conduct Authority (FCA). The
FCA fined Willford £30,000

for failing to provide his
board with up-to-date
information about B&B’s
financial position, including
profits, mortgage arrears
and repossessions, ahead of
its 2008 rights issue.

DERISKING DRIVE

Pension schemes holding
over £100bn of liabilities
are investigating third-party
derisking transactions,
according to a PwC survey.
But the firm concluded
many more are failing to
take advantage of derisking
opportunities because they
have insufficient information
to make quick decisions. Only
11% of schemes surveyed
have access to real-time
asset and liability updates.
Uncertainty about how much
it will cost to manage deficits
means that many companies
are seeking to remove risks
from their balance sheets,
said Raj Mody, head of
pensions at PwC.

HP CUTS AUTONOMY’S PROFIT
Hewlett-Packard has restated the 2010 operating profits
for Autonomy, reducing them by 81%. The company
has passed allegations of accounting irregularities
at Autonomy to regulators in both the UK and the
US. Legal action has now been initiated by some HP
shareholders who claim that HP executives failed
to undertake adequate due diligence prior to the
US$11.1bn acquisition in 2011. HP has since written
down the value of its Autonomy division by US$8.8bn.
Former senior executives at Autonomy described HP’s
allegations as ‘completely false’.

EQUITY ISSUE

Companies should not
enter into arrangements to
turn pension obligations
into equity instruments
in their accounts, the
Financial Reporting Council
(FRC) has warned. Several
companies have done so
by using Scottish limited
partnerships, but are now
addressing FRC regulatory
enquiries. While these
arrangements have improved
financial solvency, gearing
and reported comprehensive
income, companies retain
their obligations to fund
pension deficits. The FRC’s
Financial Reporting Review
Panel will ordinarily conduct
an investigation into any
company that reclassifies
pension liabilities as equity.

ASSET SEIZURES RISE

There has been a sharp
increase in asset seizures
by HMRC for non-payment
of tax from accountants
and other self-employed
professionals, according to
a report from tax software
provider Syscap. Asset
seizures rose from 730
incidents in 2010/11 to
1,376 in 2011/12. Syscap
suggests that the windingdown of the Time to Pay
scheme may be a key factor.

REGULATION CHALLENGE
Private equity CFOs say that
regulation and compliance
are now the major business
challenges, according to

»
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TRENDS

GROWTH OF PEER-TO-PEER LENDING

Peer-to-peer lending has grown by 121% in a year, according to a report from the Peer-to-Peer Finance Association.
Cumulative gross lending by the sector in the UK rose from £381m at the end of 2012 to £843m, by the close of
2013. At the end of last year 3,700 businesses and 70,000 individuals had taken out loans.
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a survey by EY and Private
Equity International. But
the global survey of CFOs
found that three-quarters
expect their businesses to
raise new funds in the next
three years. Most reported
that they are involved in
enhancing their companies’
valuation processes.

PM TO LIFT RED TAPE

David Cameron has
promised to lift bureaucracy
for small firms. In an

ACCOUNTING AND BUSINESS

address to the policy
conference of the Federation
of Small Businesses, the
prime minister said: ‘We
will be the first government
in modern history to have
reduced – rather than
increased – domestic
business regulation during
our time in office.’ He added
that his administration is
reviewing late payment
legislation for small firms,
strengthening UKTI to assist
small firms to export and

increasing the provision
of finance through startup
loans, as well as cutting
employers’ national
insurance contributions.

LEADERSHIP A DUTY

Public sector finance
professionals have a duty to
demonstrate leadership to
protect services and deliver
more for less, according to a
report from the Public Chairs
Forum and Cabinet Office.
Efficiency by Design: stories of

best practice in public bodies
contains examples of best
practice which the rest of
the public sector is urged to
learn from. It identifies five
key themes for better working
practices: working differently;
working in partnership;
improving procurement;
smarter working; and
using digital as the default
delivery mechanism.

■

Compiled by Paul Gosling,
journalist

Get the big picture
on tax, financial
reporting and
company law...

Update for the Accountant in
Industry & Commerce 2014
13 convenient dates and locations
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RISKY BUSINESS

Dealing with risk is all in a day’s work for Ravi Mahendra FCCA, UK finance director
of mammoth insurer AIG, who has helped the UK business return to growth

M
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2012

Executive finance director UK, AIG.

2011

Chief accounting officer UK, AIG.

CV

ost people working in business are news junkies
to some extent, but Ravi Mahendra, executive
finance director UK at AIG, readily admits to a
complete obsession. ‘I have every breaking news
app that’s available,’ he says, pointing to his phone.
The US insurance multinational AIG is the 62nd largest
company in the world, according to Forbes, with over 63,000
employees and customers in 130 countries. AIG companies
serve commercial, institutional and individual customers
worldwide. Its UK operation is the third largest of its general
insurance businesses after the US and Japan. The UK
concentrates on business insurance – and that means that
it will have some interest in just about any major event that
makes the news.
‘When I get up in the morning I turn on the TV or look
at the Financial Times and see what is happening in the
world and my first question is, what is our exposure?’ says
Mahendra. ‘We insure a comprehensive range of risks faced
by a broad spectrum of organisations and businesses. These
include financial and property risks to satellites and risks
associated with political instability.’
To an outsider insurance seems – there’s no way to avoid
it – a risky business, held hostage to the vagaries of life and
nature. Disasters, natural and man-made, can come from
anywhere at any time, with the potential to wreck not only
lives but also a perfectly decent set of financial results. AIG
Europe’s annual report perhaps touches on this when it talks
of the ‘benign catastrophe environment’ of 2012.
But for those working within insurance, this is all part
of the excitement. It all comes down to pricing risk, says
Mahendra: ‘The point is that insurance companies have
to select the right risk, price it correctly and manage their
portfolio. If they do that right, they’ll be fine.’
Sitting in AIG’s impressive London headquarters in the
heart of the City, it is difficult not to notice his age. At just
36 years old, Mahendra’s rise to the executive of one of
the world’s largest companies has been a rapid one,
particularly when you consider that he arrived in the UK
from his native Sri Lanka less than 10 years ago. But this
was a man with a plan.
‘I was always fascinated by business,’ says Mahendra.
The son of a lawyer, he considered a law degree before
opting to study accountancy. ‘I knew that I needed an
internationally recognised qualification because I wanted to
work outside of Sri Lanka, so the ACCA Qualification was the

2010

Senior finance leader, Ecolab.

2006

FP&A leader Europe, Genworth Financial.

2005

Senior analyst, GE Money Home Lending, UK.

2002

Finance director and managing director of
education segment, ICBS Group, Sri Lanka.

2000

Financial controller, Ayojana fund
management, Sri Lanka.

1998

Group financial controller, IE Technics
Group, Sri Lanka.

1996

Trainee accountant, Coopers & Lybrand,
Sri Lanka.

obvious option. And it’s been a good choice; the breadth of
the qualification has really helped me.’

Training ground
His first ‘proper’ job in finance was with Coopers &
Lybrand’s audit department in Sri Lanka, where he finished
his ACCA training. ‘It was a very good training ground,’ he
says. ‘But I never intended to stay in practice.’ Barely 21,
he took a job in a family business, IE Technics Group, as
financial controller. Two years later he was ready to move
on again and joined what was, at the time, Sri Lanka’s only
private equity organisation, part of CDC Capital Partners.

»
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£2,208m

BASICS

Gross premiums
written for AIG Europe
for 2012, up from
£2,148m in 2011.

£97m

Profit before tax
for AIG Europe for
2012, up from £64m
in 2011.

82%

Proportion of AIG
Europe’s total
business that is in the
commercial sector,
including marine and
energy (21%) and
aerospace (13%).
Accident and health
(10%), personal
(5%) and other (3%)
complete the portfolio.

‘That was a real eye-opener because it gave me exposure to
all aspects of private equity and business funding.’
It is an indication of his fearlessness that he was inspired
to set up his own business. He and a few friends opened
a business school offering a range of qualifications and
courses, which was an immediate success. ‘This was early
2000 when Sri Lanka was a strong emerging market with a
huge appetite for UK education,’ he says. But Mahendra had
ambitions beyond Sri Lanka’s shores, so within five years he
had completed an MBA through Warwick Business School’s
distance learning programme and moved to the UK.
He immediately stepped into a job as senior analyst for
GE Money Home Lending in Watford, for which he admits he
was ‘very over-qualified’. But it proved to be a provident move,
partly because it introduced him to the insurance sector, but
mainly because in 2004, GE spun off several of its insurance
businesses to form Genworth Financial, in the biggest initial
public offering of that year (raising US$1.8bn). Within two

years, Mahendra was heading Genworth’s financial planning
and analysis function for its European business.
His time at Genworth straddled the financial crisis and,
while the European business was cushioned to some extent,
the company’s mortgage insurance business in the US was
hit particularly hard, losing US$1.4bn between 2008 and
2010 (it has since recovered strongly). His future employer
AIG, meanwhile, was having a few local difficulties of its own.
The financial crisis came close to marking the end
of AIG, a major seller of credit default swaps (CDS) on
collateralised debt obligations that included sub-prime
loans. The underlying securities insured by the CDS fell
sharply in value and in September 2008 AIG’s credit rating
was downgraded, forcing the company to post additional
collateral of US$14.5bn and triggering a liquidity crisis.
After feverish negotiations, the US government stepped in
with an emergency loan to the tune of US$85bn in return for
an equity stake in the group of just under 80%, just a week
after it had declined to do the same
for Lehman Brothers. As one of the
world’s biggest insurers against credit
default, the demise of AIG could have
triggered a meltdown in global financial
markets; a government bailout was the
only option.

▌▌▌‘IT CAN BE A CHALLENGE KEEPING
PEOPLE MOTIVATED IN A FINANCE FUNCTION,
SO YOU NEED CLEAR CAREER PATHS’
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But AIG survived and over the
says, ‘but we found it very easy to
next four years, through asset sales
‘When it comes to
attract qualified people.’
and other actions, paid back the
your career you
Mahendra takes talent
government funding. In December
need to be very
management and career
2012, the US Treasury sold the
clear about your
development within the finance
last of its investment in AIG stock,
destination. Ask yourself
function extremely seriously. AIG
resulting in a respectable return to
regularly how your CV
offers staff training for ACCA and
US taxpayers.
looks against your vision
other professional accountancy
Early in 2011, Mahendra was
– are you getting where
qualifications. ‘It can be a challenge
in Zurich, working for the EMEA
you want to be?’
keeping people motivated in a
division of the water and energy
finance function, so you need clear
technologies group Ecolab, where
‘The City is a small
career paths and I try to stretch
he had been asked to streamline
place; everyone knows
people when they need it,’ he says.
finance processes following a major
each other. So it pays
The opening of the shared
investment in SAP and set up a
to network and build
services centre added an extra
shared service centre. He was also
relationships. I got this
dimension, but he adds that
beginning to miss the insurance
job because my former
mobility is an important element
sector, so when his former boss,
boss asked me if I would
in developing talent, so his finance
now at AIG, called and asked if he
be interested.’
staff tend to move in and out of the
would be interested in joining the
shared service centre, gaining the
insurer’s UK operations, he said yes.
breadth of experience they need. ‘And
The extent of the transformation AIG was undertaking at
I listen to what people are aiming for; one of my staff was
the time is illustrated by the fact that in his first 18 months
very keen to work in New York, so we made it happen.’
with the group, Mahendra worked on the implementation
The next few years, of course, will see significant
of SAP in the UK, the conversion from UK GAAP to
changes to insurance sector reporting. He says it is too
International Financial Reporting Standards (IFRS), setting
early to comment on the potential impact of the IASB’s new
up a shared service centre and the merger of two large
insurance standard, other than to say: ‘It will harmonise
insurance divisions. ‘The finance function was evolving,’ he
accounting across a number of countries, and that is a good
says with admirable understatement.
thing for insurers.’
The other big change on the horizon, much delayed,
Controlled and efficient
is the European Commission’s Solvency II directive. The
The restructuring and streamlining of the finance function
reaction from the insurance sector to the proposals, which
was a central element in AIG’s recovery in the years
set out requirements for (among other things) the level
following 2008, as it concentrated on improving efficiency
of capital that an insurer should hold, has been largely
and keeping tighter control of expenses. In insurance,
negative, but one of the few insurance executives to come
perhaps more than in any other sector, the finance function
out in favour of the proposals was AIG’s European chief
plays a vital strategic role. ‘Finance drives product value in
executive, Rob Schimek. He has said that Solvency II has
AIG, rather than controlling it,’ is how Mahendra puts it. ‘I’m
the potential to help improve capital efficiency in the sector,
constantly looking at how finance can add value.’
as well as address the disparity between the book value of
AIG Europe’s latest annual report begins by saying that
many insurers and their stock market value.
2012 was ‘the year that AIG came back’, delivering ‘a sound
AIG seems to be in relatively rude health and has
set of results, with an improved year-on-year combined
plans to expand internationally in the coming years. The
ratio and profit, resulting from rewriting certain lines of
improving economy in many countries is also good news
business, controlling costs, working with our brokers so
for the company, as a growing economy means growing
they understand clearly our risk appetite and the selective
businesses, and that means a greater need for insurance.
entry into new markets’. Underwriting loss for the year was
‘The economy contracted after 2008 and that had an impact
£5.2m, compared with £41.1m in 2011.
on the volume of business, which had an impact on our top
Mahendra now heads a finance team supported by the
line,’ says Mahendra. ‘But the quality of our portfolio has
new shared services centre in Croydon. All in all around
improved significantly, as has the discipline around expense
130 staff are employed in the UK finance team. Insurance
management. We’re in growth mode.’
perhaps has not had the best image as a career path for a
He certainly has no plans to be anywhere else for the
young accountant in the past – although Mahendra would
time being: ‘Insurance is a great industry. It’s a fascinating
disagree – but the new shared service centre certainly had
place to be.’ ■
no trouble at all in recruiting the necessary finance staff.
‘We needed specific skills, including a multilingual team,’ he
Liz Fisher, journalist
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TAX: THE
BIGGER PICTURE
The media might focus on corporation tax, but
employers’ national insurance is now the
biggest tax paid by Britain’s largest
companies, who are trying to
paint the big picture

Taxes borne by
percentage 2013
3.1%

Petroleum revenue tax

5.2%

Bank levy

Taxes collected by
percentage, 2013

5.3%

3.1%

14.1%

4.6%

18.9%

4.7%

25.9%

6.8%

27.5%

Other

Tax deducted at source

Alcohol duty

Employee NI

11.3%

Tobacco duty

16.5%

Net VAT

24.9%
PAYE

28.1%

Fuel duties
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Other

Irrecoverable VAT

Business rates

Corporation tax

Employers’ NI
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mployers’ national insurance contributions (NICs)
Explaining the largest companies’ wider contribution to
have now overtaken corporation tax as the largest
the UK economy has become another key role of the report.
tax borne by FTSE 100 companies. The latest annual
Bonfield and Packman add: ‘Employment, investment and
total tax contribution survey of companies covered
innovation are the life-blood of our economy.’ Data collected
by the 100 Group – which represents the finance directors
on employment, capital investment and research and
of the FTSE 100 and several large private companies –
development expenditure has therefore also been gathered
shows that NICs now account for 27.5% of the total tax
(see panel) to show how the UK’s biggest businesses help to
costs of the largest public and private businesses operating
keep that economic lifeblood flowing.
in the UK, while corporation tax accounts for 25.9%.
Looking at the overall tax picture, the total tax contribution
Falling corporation tax
(TTC) made by 100 Group companies in 2013 – the total of
100 Group companies are estimated to have paid £6bn
taxes both borne and collected – increased by £0.5bn, driven
in corporation tax in 2013, down 25.7% from 2012. A
upwards by higher employment taxes, VAT and excise duties.
more general decrease in profitability among participants
The TTC of 100 Group companies totalled £77.6bn in 2013,
accounted for 5% of the reduction. More significantly, lower
consisting of £23.1bn in taxes borne
and £54.5bn in taxes collected. The
breakdown is shown opposite.
Survey data provided from
respondents and put together by
PwC is extrapolated to provide
The 2013 total tax contribution survey
‘The 100 Group represent a
estimated totals for the 100 Group
also illustrates how taxes represent
key part of the UK economy,’ says
as a whole. PwC’s methodology
only one element of the wider
ACCA’s Roy-Chowdhury. ‘Not only
encompasses all 25 taxes borne,
contribution made by the UK’s largest do their respective businesses
from corporation tax to the bank
businesses. 100 Group companies:
contribute vast sums to the
levy, and all taxes collected,
employ over 2.1m people,
Treasury’s coffers, they create
including PAYE and tobacco, alcohol
equivalent to 7.2% of the UK
jobs, form supply chains for small
and fuel duties.
workforce, who have seen an
businesses and often lead on
Publication of the report
average wage increase of 2.5%
innovation, CSR and training staff.
and a drive to get it covered by
have invested over £26bn in fixed
‘While there is a major drive
the mainstream media reflects
assets – equivalent to 21.4% of
to promote the UK’s small
the determination of large UK
UK business investment
businesses, and rightly so,
companies to defend their corner
have invested more than £5bn
this report is a reminder that
in the face of regular recent attacks
in business research and
our big businesses are also
about the levels of corporation tax
development – equivalent to over
playing their part in taking the
paid. The 2014 report also for the
31% of UK business R&D spend.
economy forward.’
first time contains data on some
of the most significant adjustments
to accounting profits to explain why tax paid is not simply
oil and gas revenues accounted for 65% and the reduction in
the tax rate applied to reported profits. ‘Being able to
the corporation tax rate accounted for 30%. The main rate
demonstrate how the tax system works in practice has never
was cut from 26% to 24% for 2012/13 as part of a longerbeen more important,’ say National Grid FD Andrew Bonfield,
term policy commitment. Given that the main rate is due to
chair of the 100 Group tax committee, and PwC tax partner
fall to 20% from April 2015, the corporation tax contribution
Andrew Packman, in their introduction to the report.
can be expected to shrink further in future.

A WIDER ECONOMIC CONTRIBUTION

*
*
*
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‘More stable’
‘By cutting the corporation tax rate, the government is
becoming less dependent on profit-related tax,’ says Kevin
Nicholson, head of tax at PwC. ‘This creates a more stable
tax base. Measures like the lowering of the corporation
tax rate and additional incentives for innovation are about
attracting more investment to the UK, and we are seeing
signs that this is paying off.
‘The reduction of corporation tax is about making the
UK competitive and boosting economic growth across the
whole country. The 100 Group represents businesses across
all sectors and all regions of the UK, and their increased
overall tax contribution is an indication that these policies
are working.’
The 100 Group survey delivers some punchy statistics: for
every £1 of corporation tax paid, the largest UK companies
currently pay £2.86 in other taxes. Chas Roy-Chowdhury,
ACCA head of taxation, says: ‘Corporation tax is just the
tip of the iceberg. The UK has a complex tax system across
the board, and FTSE 100 and other large businesses are
also exposed to it. With so much attention focused on tax
avoidance, this report is helpful to put in perspective just how
much large businesses in the UK contribute through taxes.
This report not only shows the value of taxes big business
contributes, it also gives an important, fuller picture of the
many tax liabilities the corporate world contends with.’
The shift to NICs as the largest chunk of the corporate
tax bill reflects the 1.3% increase in employee headcount
within 100 Group members and their rising salaries (up
2.5% on average). Incremental changes to employment tax

Andrew Bonfield, chair of the 100 Group
tax committee and FD of National Grid

rates have also had an impact. In 2011/12, for example,
both employers’ and employees’ NI increased by one
percentage point, though this was counteracted in part by
an increase in the primary and secondary thresholds.
How big an impact other taxes have on businesses –
both in terms of direct taxes borne and taxes collected – is
revealed by the fact that the TTC has risen even in a period
of falling corporate profits. ‘The total tax contribution of
Britain’s biggest businesses increased in the year to March
2013, despite challenging economic conditions at that time,’
confirms Pearson CFO Robin Freestone, chairman of the
100 Group. ‘Government’s rebalancing of business taxes
away from corporation tax appears to have played a role in
helping to incentivise increased levels of UK employment,
as well as investment and R&D. These are now helping to
stimulate UK economic activity and growth.’
Despite their rising TTC, 100 Group companies are
keen to explain why the rate of corporation tax they pay
differs from the statutory rate. The survey data reveals
the key factors. Pension contributions reduced the rate
of tax paid (on accounting profits) by 5.9%. While capital
allowances on investment reduced the rate by 9.4%, this
was offset by depreciation of 10.8%. R&D spend reduced
the cash tax rate by 0.5%.
The willingness of those surveyed to provide such data
indicates their understanding of the need for more openness.
Participants were asked for their opinions on a number of
tax-related matters, including the need for transparency. The
vast majority (73%) agreed that greater tax transparency
from multinational companies is needed to inform the debate
on how much business contributes in taxes.
Three-quarters of the companies surveyed believe that
the Confederation of British Industry’s code of conduct
will help lead to a better understanding by the public of
company tax policies and an improvement in the level of
trust. This code – or statement of tax principles – was
issued in May last year with a view to advancing the debate
on the responsible management of tax by UK business.
It aims ‘to enhance co-operation, trust and confidence
between HMRC, UK business taxpayers and the public in
regard to the operation of the UK tax system’, and promote
the efficient working of the tax system. The principles
address tax planning as well as transparency and reporting.
Referring to the TTC survey, Katja Hall, CBI chief
policy director, says: ‘Despite the public perception
and media debate on business and taxation, the vast
majority of businesses pay, and want to pay, the right
amount of tax.’ ■
Sarah Perrin, journalist
FOR MORE INFORMATION:

Total Tax Contribution and the wider economic impact is
at http://tinyurl.com/pwc100-ttc
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Accelerating into the future
While CEOs are turning their attention to technological innovation, the benefits will not be
realised unless the right talent is in place. Easier said than done, says Robert Bruce
The life of a CEO can be a bewildering
one. Worries crowd in from all sides,
and not all are simple business
worries. External threats also pile in.
Between 1970 and 2011 the number
of man-made disasters nearly tripled,
as did the number of natural ones.
Putting together a chart of major
disruptions makes it clear that these
are not one-offs.
The survey which provided these
observations was last year’s annual
Global CEO Survey from PwC. The
report summed it all up in a snappy
conclusion: ‘In short, improbable
risks aren’t so improbable now;
they’re becoming the norm in a more
uncertain world.’ Ask any business
dependent on a reliable distribution
system across the south west of
England in the early weeks of this year
if they have had their troubles, and
you’ll get confirmation of this.
CEOs could be forgiven for seeking
out a quiet place where they could
retreat and restore their spirits. And
this year’s Global CEO Survey suggests
they have. However, they are not
likely to find too much solace in the
demands of the future. CEOs, says
the survey, are focusing on innovation.
Some 86% are aiming to shake up
their R&D functions, 88% are exploring
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THE NEED TO PROVIDE EXPLANATIONS
‘There are three pieces of paper which ultimately determine how healthy
a company is today in the eyes of the financial market: a balance sheet,
a profit and loss account, and a cashflow statement,’ says Badr Jafar,
managing director of Crescent Group, in the UAE. ‘But these are three
documents which don’t tell you very much about the overall impact of that
business. So we desperately need to develop a system to try and measure
and quantify and communicate the wider stakeholder engagement.’

better ways of using and managing
big data, and 90% are changing
their technology investments. These
statistics suggest that CEOs have their
brains operating in the clear air of
the ideas of the future. But there is a
sticking point. Ideas are fine; it is the
practicalities that always lag behind.
Only 27% of CEOs, the survey
suggests, have started or completed
the changes that could power their
companies into a more innovative
space. Only 28% have made any
headway with big data. And only
35% have altered their technology

investments. But they are trying hard:
44% of them say they are developing
an ‘innovation ecosystem’ to support
growth over the next three years.
Not surprisingly, CEOs are
apprehensive at the prospect of all
this new stuff. Accelerating into the
future can involve companies in more
car crashes than speed records. So
it comes as no surprise that 47% of
them are concerned about the speed
of technological change as a threat to
their organisation’s prospects.
But this is as nothing compared
to their real problem. All brilliant
ideas and innovative thoughts require
people to manage them and carry
them out. And that is where the real
shortage, the real impediment to
future progress, lies. It all requires a
growing number of really bright and
extremely well-qualified people right
across an organisation’s skillbase. And
the people, in the numbers needed and
in the right geographical place, are not
necessarily there.
Partly it’s demographics. As the
PwC survey points out, the working age
population is undergoing major shifts.
‘It’s still growing rapidly in India,’ it
says, ‘where nearly a million workers
will swell the labour force every month
for the next 20 years. But it’s already
peaked in China and South Korea,
and has been falling for more than a
decade in Germany.’ Small wonder that
63% of CEOs are worried about the
availability of key skills.
It is the same right across business.
James Dyson, one of the most
innovative engineers in the UK, made

ROBERT BRUCE | COMMENT

this clear recently. His business wants
to add 3,000 engineers to its R&D
centre but has no idea where they
are going to come from. Over the last
three years the business has tripled
the engineer headcount at its UK HQ,
says Dyson, but last year it still had
120 engineering positions unfilled.
Education, he argues, is where the
solution lies.
Businesses are working at this.
Crossrail, the company building the
new eponymous rail line in London,
set up a tunnelling academy not only
to develop the skills it needed for its
project but also for future projects
such as another Crossrail line or the
proposed new London sewage network.
It all helps but the scale of the need
is immense.
The figures in the PwC survey bear
this out. ‘Half of CEOs want to hire
more people in the coming year and
nearly two-thirds are concerned about
finding the right skills,’ it reports.
While a sizeable 46% of CEOs saw the
lack of key skills as a serious threat
to their growth prospects in 2009, the
figure has now risen to 63%.
Social and geographical change
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▲ TUNNEL VISION

Crossrail has set up a tunnelling and underground construction academy to develop the
civil engineering skills it needs to build a new east-west rail line across London
compounds the worry. Not only
are working-age populations in
advanced economies contracting,
but the industrialisation of emerging
economies has triggered a reverse
brain drain, as highly educated
foreigners return home, and inflated
wages in the manufacturing sector.
There is a disconnect here. Every
company you ever talk to is proud of its
strategy for attracting and enhancing
talent. But the PwC survey is sceptical:
‘CEOs have routinely told us they’re
revising their talent strategies without
appearing to make much progress from
one year to the next.’
It is all very well for 81% of CEOs
to believe technological advances
will transform their business over the
next five years and for 60% to believe
demographic shifts will have a similar
effect. Highly skilled people are still
needed to make it happen and they are
not necessarily there in the right place
at the right time. It is no surprise that
the survey reports that talent strategy

is the main discipline where companies
are making changes, way ahead of
such traditional areas as customer
growth, supply chain or investment in
production capacity. What is not clear
is how successful all these efforts are.
Little of this is communicated to
stakeholders in the annual report and
accounts. Sharing problems with the
outside world is a way of breaking
down the social and cultural blocks to
the growth of talent. Perhaps future
surveys should ask CEOs just how
frustrated they are with the lack of
progress in the world around them. ■
Robert Bruce is an accountancy
commentator and journalist
FOR MORE INFORMATION:

Turn to page 35 for more from
this year’s PwC Global CEO Survey
The survey is available at
http://tinyurl.com/CEOsurvey17
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It’s good to talk
The government’s new Growth Vouchers programme could be the saviour of many
startups – with a little help from the accountancy profession, says Peter Williams
You don’t have to be over-cynical
to think ‘waste of time’ whenever
you hear the words ‘government
initiative’. Too often, they seem to be
gimmicks dreamt up by politicians
to distract for a moment before then
fading into rightful obscurity. But stay
your cynicism over the just-launched
Growth Vouchers programme.
Anyone who has launched a
business on a shoestring will know that
unless you’re an entrepreneurial genius
you quickly run up against something
you simply don’t know how to do.
Obviously, you need advice. But that
shoestring budget doesn’t allow for
anything as fancy as paying advisers;
instead, you hobble along, hopeful that
Google or your mate or someone will
come up with some sort of answer.
Not a great start for a startup and
not good news for the economy as
we frantically try to encourage each
other to be more entrepreneurial. So
the government has come up with
the Growth Vouchers programme,
first announced in Budget 2013 and
launched in January. The ambition
is to see 20,000 small businesses
across England receive a maximum
subsidy of £2,000 in order to seek
advice and professional support across
five key areas: sales and marketing;

management and leadership; access
to finance; employment relations; and
digital technologies.
The scheme, which is funded to the
tune of £30m over an initial 15-month
period, is being filtered through the
Enterprise Nation Marketplace web
portal. A crucial part of the success
of this scheme is that it can only be as
good as the advice the small business
receives, and the quality assurance
comes from the involvement of leading
professional bodies across all the
competencies – including ACCA, which
has been working with the Department
for Business, Innovation and Skills
(BIS) on its development.
Being an accountant by training
I know my weak spot is selling and
marketing; of the ventures I’ve
seen close up, it is grabbing the
initial customer contact and closing
those first sales which has been the
hardest. But many would-be business

owners may have business sense
and commercial nous but no idea
about accounting and tax compliance.
That is why it is good to see that
accountancy firms have already
registered to be advisers.
One of the early adopters is
Warwickshire-based Grineaux
Accountants, an enterprisinglooking outfit which numbers ACCA
members among its team. Speaking
to them, it is clear they would offer
sensible and realistic advice to any
startup: no, don’t rush into buying an
accounts package – only do that when
you’re selling and buying significant
amounts on credit – but do get the tax
compliance right else you’ll be facing
fixed penalties really quickly. Such
counsel may seem blindingly obvious
to readers of Accounting and Business,
but really, it isn’t.
We should hope that as many
accountancy firms as possible follow
Grineaux, perhaps even reaching out
to other disciplines in the scheme and
creating local networks. The voucher
element encourages collaboration
and participation because instead of
providing grants that can disappear
in any direction, the businesses are
encouraged to invest in building
knowledge and networks.
According to BIS, 50% of new
businesses don’t see their third
anniversary and 20% fold in the
first year. The campaign group
StartupBritain says that 526,000
businesses were registered in 2013
at Companies House. Okay, not all
would be fresh startups, but most
will be. If a scheme like the Growth
Vouchers programme could cut into
the failure attrition rates by only a few
percentage points it would be a notable
achievement making a real difference. ■
Peter Williams is an accountant
and journalist
FOR MORE INFORMATION:

www.growthvouchers.co.uk
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What’s the business really worth?
An integrated report that includes a broad appraisal of potential obstacles to long-term
growth could help investors consider what truly creates value, says Jane Fuller
At a recent gathering of financial
analysts, one seasoned investor told
me he wished companies would have
a go at explaining what they are worth.
This was a revolutionary thought from
someone trained to make up his own
mind on that question, but it indicates
the scope for a more meaningful
discussion of what creates value.
The International Integrated
Reporting Framework aims to feed that
debate. From an investor’s point of
view, this gives it an edge over other
‘sustainable’ reporting projects, such as
the Global Reporting Initiative and the
UN Global Compact, whose roots are in
environmental and human rights issues.
It also means that the integrated
report stands a chance of becoming
embedded in mainstream corporate
reporting, rather than being a
standalone document addressing an
audience that couldn’t care less about
capital allocation. But how can room
be found for it among all the other
narrative reporting requirements?
The best solution is literally to
integrate it into the annual report,
since it overlaps with commentary on
strategy, business model, performance
(future as well as past) and risk. BASF,
the chemicals multinational, has a
combined financial and sustainability
report ‘addressed to readers interested
in both areas’. In other words,
shareholders need information about
energy efficiency and human resources
– and maybe environmentalists want to
learn about business.
It is business sense to use energy
efficiently and avoid penalties for
pollution, but BASF also emphasises
the link between sustainability and
product innovation. So there is a valuecreating as well as a defensive purpose.
Coca-Cola HBC, the bottling
company, produced an integrated
report last year that could easily have
sat at the front of its annual report.
It even attempted a business model
chart, with financial and human
capital, relationships with suppliers,
governments, etc, at one end and

the value ‘shared’ with investors,
employees, tax collectors and the
economy at the other.
A drawback is that this holistic stuff
can read like marketing spiel – I was
put off Volvo’s version after it declared
it wanted to be global leader in

‘sustainable transport solutions’. CocaCola HBC counters this tendency with
stretching targets that are sometimes
missed. It even mentions obesity as a
consumer trend that needs addressing.
The point is that those trying to
value a company need to think more
broadly about what issues might
inhibit cashflow growth years into the
future. The ominous phrase ‘licence to
operate’ is rapidly gaining currency,
and integrated reporting can reflect
this reinsertion of politics into ‘freemarket’ business environments.
In Russia, politics never went away.
Rosneft, the oil and gas company,
produces a sustainability report that
runs to 119 pages – too long to be
inserted in full into the annual report.
It covers bureaucratic negotiations with
regional governments, its buy-Russian
policy, and the virtues of dishing
out big pay rises and other benefits
to staff. With the state as its largest
shareholder, its role blurs with social
and economic policy-making.
Even where sectors are not as
political as energy, the annual report
may not be able to accommodate all
the detail that companies produce
on social and environmental issues.
BASF clearly signposts where more
information can be found. This is
better than maintaining completely
separate documents, where nonfinancial information is neglected in
the annual report and the sustainability
report is financially soft.
Materiality is offered as the test
of what should be in an integrated
report. As it happens, the high-level
definition used for International
Financial Reporting Standards – that
the information might affect where an
investor puts their money – is a good
one for this purpose. The one twist is
that the litmus-test investor needs to
be a long-term one. ■
Jane Fuller is former financial editor
of the Financial Times and co‑director
of the Centre for the Study of
Financial Innovation think-tank

ACCOUNTING AND BUSINESS

26

COMMENT | MARTIN TURNER

Destination: Dubai
The UAE meeting of ACCA’s international Council will let us forge partnerships and talk to
members not just in the Middle East but South Asia too, says ACCA president Martin Turner
Later this month, myself and my Council colleagues will be meeting
in Dubai, in the United Arab Emirates.
Every two years since 2006 international Council meetings
have been held away from ACCA’s corporate HQ, giving
Council members an opportunity to see the work
undertaken by ACCA in important and influential
markets. Meetings have taken place in Kuala Lumpur,
Beijing, Prague and Nairobi and, judging from their
success, Council will gain an invaluable insight
into how our members are contributing to the
fast-developing and rapidly changing Middle East
economy, and how ACCA can enable them to meet
challenges and take opportunities in their careers.
We will meet with senior business contacts,
employers and learning providers in the UAE,
and the Dubai staging will also enable us to visit
Oman, Bangladesh, Sri Lanka and Pakistan, to
talk to members, employers and regulators and
explore how we can forge further partnerships with
important stakeholders and contribute to economic
development in those countries.
We will also use the visit to discuss critical issues
for the profession – women in finance, the future
of corporate reporting, and the complete finance
professional – and I am sure these will inform our
thinking in these key areas for the future.
The meeting comes at an important time for the region,
where ACCA has already seen significant growth, but where
there is still a need for more professional accountants to
help drive the economies. There is also an opportunity for the
accountancy profession itself to develop greater national and
regional impact and influence. Many economies are looking at
developing financial services centres, given the shift in the
economic epicentre of the global economy. Significantly, Dubai
recently won the right to stage the Expo 2020 trade convention,
which we believe will create further opportunities for
finance professionals working in the region.
The region has already created many
opportunities. There has been a rapid
growth in member numbers in the UAE.
More than 1,300 members now work
in the Emirates, many having moved
there to pursue their careers.
I look forward to meeting with
as many members in the region
as possible and hearing their
views on how we can continue
to be successful in such an
important market. ■
Martin Turner FCCA is a
management consultant
in the UK health sector
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The view from

‘

THE WORLD IS A MORE JOINED-UP PLACE
NOW THAN EVER BEFORE’ ESHWAR SUNDERAJ
FCCA, GLOBAL AUDIT AND RISK MANAGER,
CORPORATE FUNCTIONS, DIAGEO
I started my career as
an audit trainee in India.
I was keen to learn and
understand the different
processes across different
organisations and
industries. I moved from
working in India to working
in Europe seven years ago,
and since then, I have been
fascinated by being able
to travel extensively and
working with different cultures. The
world is a more joined-up place now
than ever before and I want to be part
of this evolution and contribute to the
global workplace.
As part of my role, I lead audits,
review reports, and create and update
audit programmes. I engage senior
stakeholders globally and to enhance
and sustain controls and compliance.
I work very closely with the global
functions – legal, compliance and
ethics and the company secretarial
team. Due to the nature of my role I
have to travel extensively
which I enjoy
thoroughly. I am
away for almost
70% of the time and
recently have been
to Turkey, Denmark,
Russia, Malaysia, the
US and Uganda.
My role plays a key
part in supporting
the business. It
enhances and ensures
good controls and
compliances are in
place. It also provides

► BLACK STUFF
Guinness is part of
Diageo’s portfolio

senior stakeholders
with regional and global
insights and as a result,
it contributes to more
effective business
outcomes.
I am very proud to have
contributed to a clear
audit process at Diageo.
This has helped enhance
business partnering
with the global functions team. My
involvement in creating key work
programme areas has provided the
business with more effective audits.
As an accountant, I play a pivotal role
in enabling the business to meet its
goals. I also have great visibility of how
the organisation works across different
functions and at various levels, and
what the key drivers of the business are.
There are three things I can’t live
without, the internet, sports and
Indian food. I enjoy watching Formula
One, cricket, athletics
and tennis. My claim
to fame is sharing
a joke and getting
an autograph from
[German Formula
One driver] Sebastian
Vettel at a 2011 Red
Bull Racing roadshow,
and meeting [Indian
cricket legend] Sachin
Tendulkar at an airport
after his test-matchwinning century against
the Aussies in 1998. ■
Interested in appearing
on this page? If so, please
contact Simon Webster
simon.webster@
accaglobal.com

SNAPSHOT:
CONSTRUCTION
Nothing provides a better
example of the building block
of any nation’s economy than
the construction industry
itself. For many years the
number of cranes on cities’
horizons has been used as
an alternative economic
indicator. And while the
industry was hit badly by
the recession, things are
on the up.
‘After a tough few years,
the market has definitely
started to turn,’ says Craig
Freedberg, division manager
of Robert Half Finance &
Accounting. ‘A number of our
property clients are recruiting
for newly created positions –
something which was unheard
of during the downturn.’
‘London will always
be a driving force for
employment, given the size
of its population, its role as
the largest financial centre
in the UK and the number
of companies based there.
However, there tend to be
construction firms that are
based within the same region
in which they work, which is
not always the case in sectors
such as retail,’ he adds.

27%

Although construction
accounts for only about 5%
of the employees in Britain
it accounts for 27% of
fatal injuries to employees,
according to the Health and
Safety Executive
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Form follows function
A business should adopt an ownership structure and accountability arrangements that
match up with the values and principles it professes, says a new study
Running a successful business,
whatever its size, has always required
a number of key proprietorial talents
– a vision of the ultimate goal, an
ability to design and deliver attractive
and good-quality products or services,
and the knack of keeping existing
customers happy and attracting new
ones as you go along.
But according to a new report by
UK think-tank Tomorrow’s Company,
co-sponsored and supported by
ACCA, there is a new factor requiring
more attention, and that is the
need for the business’s form and
structure to be consistent with its
activities. Businesses require a clear
and inspiring purpose that staff and
stakeholders can identify with. To
ensure this vision is evident in all the
company does, selecting the most
suitable business form from a growing
range of options is a critical decision.
For the purposes of the Tomorrow’s
Business Forms report, business form
goes a lot wider than simply deciding
whether to set up as a partnership,
sole trader, limited company or
something else. It is a combination
of several elements: legal status,
ownership structure, governance
arrangements and accountability.
Mark Preston, group CEO of
property development and fund
management group Grosvenor, says:
‘All too often business form is taken for
granted. It’s not something companies
think about or realise they need to
make a decision on rather than taking
it as a given.’
Problems can arise when purpose
and form are not closely aligned. When
UK care home operator Southern Cross
collapsed following an aggressive push
for growth financed by the sale of
leases on its homes, many questioned
whether a heavily geared private
company structure was the most
appropriate form for an organisation
set up to provide long-term care for
vulnerable people.
Then there is the growing public
distaste for what are seen as the
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WHY THE FOCUS ON FORM?
‘The choice of business form is becoming an issue for a number of
reasons. One is the process of globalisation, which is leading to demands
for structures that facilitate cross-border activity. Another is the economic
crisis, which is leading many national governments to look for ways to
contract out the delivery of public services. Another still is the increasing
level of interest shown by many consumers and stakeholders in how
businesses organise and conduct themselves. This increasingly dynamic
landscape is creating new interest in how form and structure help or hinder
a business in achieving its objectives.’
John Davies, head of technical, ACCA

excesses of corporate life. A 2013
Ipsos Mori poll for the Institute of
Business Ethics found that just 5%
of British adults believe British
businesses behave ‘very ethically’;
37% think they act ‘not very’ or ‘not at
all’ ethically. Consumers increasingly
want to feel that the companies they
spend money with behave in a way that
matches their professed values.
There is a growing diversity of
business forms in the UK. The John
Lewis partnership model, where
all staff of the retail chain have a
financial stake in the business, is a
well-known alternative business form,
but there are plenty of others. They
include employee or family ownership,
mutuals and co-operatives, private
equity ownership, limited liability
partnerships, social enterprises, trusts
and listed companies.
Sir Charlie Mayfield, chairman of
John Lewis, says: ‘While no single
form of ownership is right for every
business, encouraging a greater
plurality of ownership is a positive step
in promoting staff engagement and
long-term decision-making.’

A change of format
Grosvenor had been privately owned
for more than three centuries until
it switched in 2000 to a devolved
structure of wholly owned subsidiaries.
The aim of the change was to motivate
staff to make a lasting contribution in
the countries Grosvenor invests in, in

line with its commitment to a longterm approach. Belu Water was set up
as a social enterprise in 2004 to use
its profits from selling bottled water
in the UK to fund clean water projects
in developing countries. Similarly,
Scotland’s Isle of Skye ferry is run by
a limited company for the community
rather than shareholders.
Utility Anglian Water is owned by
a consortium of four investors. It
emphasises collaboration to operate
as efficiently as possible. ‘We have lots
of stakeholders who all have different
agendas and it’s all about how we
respond and work with these entities,’
says Richard Boucher, business change
and strategy director.
Business forms can be chosen to
motivate particular behaviours at work.
TTP Group was set up by engineers
and scientists to tackle client projects
and speculative developments. All
staff are shareholders, and TTP offers
a range of schemes and loans for
staff to buy shares. Group chairman
Gerald Avison says: ‘This is not about
incentivism. Rather it’s to do with
sharing our strategy – it mirrors what
we want people to do, which is to work
as a team with a common goal.’
The B Corp concept, which
originated in the US, offers independent
certification for companies that
meet rigorous standards of social
and environmental performance,
accountability and transparency. So
far 850 companies worldwide have
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▌▌▌ ‘ALL TOO OFTEN BUSINESS FORM IS TAKEN
FOR GRANTED. IT’S NOT SOMETHING COMPANIES
REALISE THEY NEED TO MAKE A DECISION ON’

▲ CHRISTMAS SPIRIT

been verified by the scheme, including
the UK’s global sustainability advisory
firm One Stone. The B Corp is a public
declaration that a business is meeting
its wider responsibilities to society.
Government is also encouraging
different business forms for delivering
public services, including public
sector mutuals run by National Health
Service staff, and hospitals funded
and operated by a mix of public and
private partners. Care minister Norman
Lamb says: ‘Government is making
a real contribution to the debate as
a regulator, as a provider of services

is to put the question of business form
high on the agenda for boards and
government. It should be part of the
language of good corporate governance
and stewardship. Advisers, including
accountants, should make sure they
are showing clients all the options.’ ■

and as a purchaser. What we need to
see now is raised awareness of the
diversity of business forms out there.’

No good versus bad
David Hawley, Deloitte’s UK director
of public policy, says: ‘There is no
good versus bad model. It is what fits
best with the business purpose.’ A lot
depends on circumstances, and form
needs to be kept under review. As a
business changes, management needs
to consider new structures to reflect
how it operates and interacts with its
stakeholders. Preston adds: ‘The aim

Window display at the John Lewis
store in Oxford Street, London.
The retail chain’s partnership
structure gives all staff a financial
stake in the business

Pat Sweet, journalist
FOR MORE INFORMATION:

Tomorrow’s Business Forms
can be found at
www.tomorrowscompany.com
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CORPORATE | PENSION AUTO-ENROLMENT

Time to step up
April Fool’s it may be, but 1 April is also the day that businesses with between 50 and
249 employees could need to start auto-enrolling eligible employees into a pension
From 1 April, tens of thousands of
businesses in the UK will need to
begin auto-enrolling their eligible
employees into a workplace
pension scheme.
The country’s biggest companies
have already ‘staged’ into pension
auto-enrolment, but the learning curve
can be steep and there are fears that
time is running out for those yet to
finalise their arrangements.

Readiness
Businesses with 50 to 249 persons
in their largest PAYE scheme will be
expected to auto-enrol their employees
into a workplace pension scheme from
1 April 2014. Employers with fewer
than 50 persons in their largest PAYE
scheme will be staged between 1 June
2015 and 1 April 2017 – although
some may have earlier staging dates.
For small and medium-sized
enterprises (SMEs), tasks such as
compiling and verifying employee data,
ensuring that they have everything
their pension provider requires and
communicating with employees is likely
to prove onerous.
A key lesson from companies that

have staged already is that autoenrolment has to be operated alongside
payroll – problematic if your payroll
or HR systems don’t comply or can’t
be adapted. ‘A system lacking pension
auto-enrolment functionality can result
in too much manual intervention, which
is prone to error,’ says Simon Fowler,
managing director of software provider
Advanced Business Solutions.
Software that prompts businesses to
send out appropriate letters at the right
time to employees and carries out other
tasks such as classifying employees will
save time as well as worry. ‘Businesses
need to invest in a payroll provider with
software that can automate processes
to streamline and protect against noncompliance,’ says Fowler.

Will it all go wrong?
Businesses will need to look carefully at
whether they have sufficient resources
for the detailed project work required.
‘Processes like auto-enrolment can
overwhelm the HR departments of
smaller firms,’ Fowler says. And
non-compliance is
not an option.
The Pensions

Regulator will send out warning letters,
can bring a fixed penalty regime to bear
on persistent non-compliers and even
civil or ultimately criminal actions.
As well as ensuring employee data
is correct and up to date, businesses
need to put in place processes for
evaluating whether an employee is
eligible. ‘This would include a process
for new starters, leavers and those who
move from non-eligible to eligible and
vice versa if their wages increase or
decrease,’ Fowler says.

Pension providers
For those businesses that don’t have
a workplace pension scheme in place,
time really is of the essence, not just
in terms of finding a suitable scheme,
but also in meeting the provider’s
requirements on transferring HR and
employee information.
The procedure for registering with
NEST (National Employment Savings
Trust), the government pension scheme,
takes only a week. However, Andrew
Kavanagh, consultant with Kingston
Smith Financial Advisers, advises
employers to look more widely.
‘The issue with NEST is that it offers
little in terms of employer addedvalue services, such as workforce
assessment tools or automated
statutory communications. This can
mean that an employer needs to deal
with most of the onerous administrative
responsibilities on their own.
‘There are other viable options to
consider in the auto-enrolment world,
which is constantly changing. Those
providers that are active in the market
are updating their propositions to
secure business for the long term. NEST
is one solution, but employers need to
understand the options available and
take appropriate advice,’ he says. ■
Liz Loxton, journalist
FOR MORE INFORMATION:

For help from ACCA on auto-enrolment, visit
www.accaglobal.com/advisory
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Your clients need YOU!
Auto enrolment is taking place now and your clients will be looking to you for guidance.

Are you ready?
Don’t take the blame when your clients miss their staging dates, provide a level of service
that goes beyond their expectations and enjoy high customer retention.
As a specialist workplace pension provider focused exclusively on this sector, can you think
of anyone better placed to help?
Contact us today to discuss how we can help you, to help your clients.

0845 056 9765 or 0203 371 5221
hello@friendly-pensions.com
www.friendly-pensions.com

Friendly Pensions Ltd, 25 Canada Square, Canary Wharf, London E14 5LQ.
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INSIGHT | ONLINE CURRENCY

CAN BITCOIN BITE?

The value of the encrypted virtual currency Bitcoin has soared in the past few months, but
while some, including Richard Branson, are embracing its potential, other fear its volatility

W

hen Richard Branson announced last November
that his Virgin Galactic would accept Bitcoins
as payment for its proposed space flights,
some commentators suggested that the virtual
currency had finally taken off.
Branson’s move came after several months during which
the value of Bitcoin had been rising faster than a rocket.
Speculators who had bought into the currency when its value
was as low as $50 would have been laughing all the way to
the bank as it soared towards $1,000. Except, of course,
that as a virtual currency, Bitcoin has no bank.
And while entrepreneurs as varied as Branson and Tom
Reaney, a London hamburger bar owner, are accepting
Bitcoins, others are warning there are dangers ahead for
the cryptocurrency, so called because its security relies on
encrypted codes. Opinions are divided because, in the final
analysis, nobody is quite sure exactly what will happen to
Bitcoin in the long run.
Alan Greenspan, who was chairman of the US Federal
Reserve under both George W Bush and Bill Clinton, said
Bitcoin is not a real currency. ‘It has to have intrinsic
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value. You have to really stretch your imagination to infer
what the intrinsic value of Bitcoin is.’ But Ben Bernanke,
who handed over his role as Federal Reserve chairman to
Janet Yellen in January, has said that virtual currencies
‘may hold long-term promise’.
Whatever the truth, the upsurge in Bitcoin interest
gives accountants something else to think about. Chris
Skinner, who chairs the Financial Services Club, a network
of financial services professionals, has been watching the
rise and fall of virtual currencies for years.
He reckons that for a virtual currency to succeed, people
need to believe in it. In that respect, it is much like any
other currency. When any currency loses confidence – the
Zimbabwean dollar being a recent example – it loses value
through hyper-inflation.
But a virtual currency has to jump other hurdles, says
Skinner. In the first phase of its development, it needs
to create a large community of people who are willing to
transact in the currency. Despite the eagerness of Branson
and Reaney, an unmeasurably small percentage of businesses
are currently prepared to accept Bitcoin as payment.
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Second, once there is a community willing to transact
in a virtual currency, there has to be the kind of ‘plug and
play’ technology which makes it simple to conduct everyday
transactions. ‘Right now with Bitcoin, we’re in that transition
period between the first and second phase,’ says Skinner.
‘We’ve got the community creating the currency but
we don’t have the ease of conducting plug-and-play
transactions that would be simpler for everyone in business.
But it is becoming simpler.’
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the importance of ID verification when making online
financial transactions,’ he says.
But even with tighter security, virtual currencies still have
a mountain to climb. Lack of widespread acceptance puts
them in a catch-22 situation where they cannot effectively
fulfil three key features of any successful currency – acting
as a unit of account, a medium of exchange and a store
of value. The sheer volatility of Bitcoin’s value undermines
all three of these functions. Bitcoin’s defenders say that
volatility has partly been caused by
events in the real world, such as the
2013 bailout of Cyprus banks, which
led some foreign nationals who held
deposits to switch into Bitcoins to
avoid a punitive levy. They also claim
that as Bitcoin’s liquidity increases, its
volatility will decline.
Despite these problems, Bitcoin could have some uses
in mainstream business. Transaction charges are low or nonexistent, which could make it more attractive as a payment
mechanism in the long run. ‘I think the value of Bitcoin is
more around it being a processing platform,’ says Calow.
For all its hype, Bitcoin may end up as little more than
another cog in the world’s financial system. So despite the
promise of Bitcoin-fuelled space travel, the currency’s users
need to keep their feet on the ground. ■

▌▌▌‘IT IS WAY TOO EARLY FOR MAINSTREAM
BUSINESS TO BE SAYING THAT THIS IS
ANYTHING MORE THAN AN EXPERIMENT’
Duncan Calow is a partner at law firm DLA Piper. He has
been involved in advising clients – including online games
companies – about virtual currencies for years. He believes
that many of the businesses that have signed up to Bitcoin
did so initially for the public relations value. ‘If you want
some publicity, take on Bitcoin and get into the FT,’ he jokes.
But he believes that there could be a serious business
case for some professional services firms, including
accountants and lawyers, to accept Bitcoin payments. ‘If
you have a client base which includes small and mediumsized companies that are focused on technology markets,
there is potential for them to generate revenue in Bitcoins.’
Calow argues that a small start-up may be spending its
pounds on wages and ‘keeping the lights on’. Professional
service fees may be further down the priority payment
schedule. So if the professional advisers are willing to
accept payment from their client’s Bitcoin income, they
could find themselves being paid faster.
But Calow reckons that Bitcoin isn’t yet out of its
experimental phase. ‘It is way too early for mainstream
business to be saying that this is anything more than an
experiment,’ he says. ‘Fascinating though it is, it is probably
not something that you want to go near.’
One of the biggest worries is security. This is based on
a system that uses a public and private encryption pair,
which should keep an owner’s Bitcoins safe. But Bitcoins
have been stolen – and they have also been lost. One user
lost £4m when he dumped his computer at the local tip.
He’d forgotten that the Bitcoins were still on the hard drive.
Because Bitcoin, unlike conventional currencies, lacks a
central bank, there is no recourse for lost or stolen currency.
Mark Courtney is a director at GBGroup, an identity
intelligence specialist that works with Bitcoin exchanges
to improve security. He agrees that a virtual currency will
not sign up millions of users until it is supported by a
safe infrastructure. ‘As public awareness of Bitcoins grows
and stimulates a higher demand, there is a need for the
currency to establish its own standards and acknowledge

Peter Bartram, journalist

THE OFFICIAL VIEW
It is hardly surprising that governments have viewed
the rise of Bitcoin with suspicion. They cannot
control it and are also worried it provides another
tool for drug traffickers and money launderers.
Even so, there has been a mix of responses. China
has banned it as a formal trading mechanism but is
tolerating it for individual use. Germany, on the other
hand, has classified Bitcoin as private money.
In the UK, HMRC is considering treating it as a
virtual currency or private money rather than as a
voucher that attracts 20% VAT (and which makes
transactions unprofitable for low-margin Bitcoin
sellers with business above the VAT threshold).
HMRC points out that there is a VAT exemption for
currency transactions – providing the currency is legal
tender. But even if Bitcoin wins a VAT exemption, it
will still count as an asset subject to capital gains tax
when sold or disposed of. ‘This includes gains on nonsterling currency, other than foreign currency bought
for personal use outside the UK. We are reviewing this
very complex area and considering how VAT should be
applied,’ HMRC says.
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► WORLD VIEW

CEOs are more confident
that the global economy will
improve than they are about
their own business growth
prospects.
According to PwC’s 17th
Annual Global CEO Survey,
while twice as many as last
year think that the global
economy will improve over
the next year, they are as
wary about opportunities for
their own companies over
the next three years as they
were 12 months ago.
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▼ SKILLS SEARCH

There is a growing concern among CEOs
about finding employees with appropriate
skills, the survey found, due in part to
a shrinking working-age population in
advanced economies and the return of skilled
foreign workers to their home markets.

CEOs CONCERNED
ABOUT SKILLS
51%

-3% -3%

2012

36%

Confident global economy will improve

56%
US

63%
58%
53%

46%

% CEOs naming country as good for their growth prospects, 2013

▲ CEOs CAST A WIDE NET
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CEOs are looking for growth opportunities on multiple
fronts, PwC’s 17th Annual Global CEO Survey has found.
The US, UK and Germany are now regarded more
favourably than some BRICS markets. Indonesia, Mexico,
Turkey, Thailand and Vietnam are also gaining in popularity.

2009

CEO PREDICTIONS
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◄ TRENDSPOTTERS
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Technological
advances

Demographic
shifts

Shifts in global
economic power

PwC’s survey also identified
the three trends that CEOs
believe will transform their
businesses over the next
five years.
While these trends are
not new, the report notes
that the pace at which
they are developing and
interconnecting with each
other is accelerating.
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DYNAMIC DATA

Investors are demanding companies produce information ever more quickly. Those with
the systems to deliver are seeing lucrative benefits of being ahead of the game

T

he pace of change in business life gets relentlessly
faster, with product life cycles getting shorter and
time for decision-making bacon-sliced to the point
where it seems like no one has any time left to think.
It is no different in the investor community, where the
demand for information from companies in which investors
have stakes has not only ballooned in volume terms but
the pressure is on to produce that data ever more quickly.
This mirrors what is happening in the securities trading
environment, where share transactions are triggered by
computer-based algorithms and executed in milliseconds.
Companies may seem stuck in the middle of all this,
but most are embracing the challenge. That much is
apparent from a recent ACCA research programme entitled
Understanding investors, the fourth and last part of which
looks at the impact of investor demands on corporates.
Most companies surveyed are moving towards even
faster closing of their books, and many are even prepared
to move towards ‘real-time’ reporting – the concept that
companies provide information continuously, rather than
simply publishing financial statements every three, six or
12 months. Speed of financial reporting is preferable to
complete accuracy – at least in theory.
It all sounds hopelessly frenetic, but companies that can
meet investor demands for faster information should enjoy
key benefits. First of all is the internal plus of getting a clear
picture of their own performance in their chosen markets
quickly enough to be able to take action (corrective, preemptive or opportunistic). Faster decision-making in sectors
where innovation and speed of response to customer needs
determine success and failure is the prime advantage of
being able to churn out and use the numbers without delay.
To be able to do that with confidence, however,
companies need rigorous systems, robust controls and good
governance processes in place, creating a virtuous circle
whereby the numbers are not only fast but right.
Ross Paterson, FD at mass transit provider Stagecoach
Group, says the company has been focusing on faster
closing ‘because the board and audit committee have
wanted more time to see and understand the results. That
means that, if they feel that any changes are required, they
have time to reflect on it before it goes to the market.’
Multinational pharmaceutical business AstraZeneca
has long been working on faster reporting, which director
of financial reporting Andy Chard says ‘allows the finance
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team to move on to other matters more quickly, such as
acting as a business partner’. Indeed, stories are still told
these days of reasonably sized companies having to staple
spreadsheets together to figure out how well they have
performed. Regulatory requirements have been helping
to push out such archaic practices – which are clearly a
drain on resources – but they can still be found, certainly in
smaller businesses not subject to the onerous US legislation
covering systems and controls, Sarbanes-Oxley. Faster
reporting, therefore, uses fewer corporate resources than
slow, cumbersome, unintegrated systems, though there is
obviously a resource issue in terms of buying the systems
and devoting the effort to get from A to B.
Capital markets want the shortest gap between an
event (performance in a financial quarter or success in
pre-Christmas trading, for example) and the reporting of
that event. That reduces the time in which investors are
exposed to risks that arise from the absence of information
(or, indeed, the surfacing of potential misinformation). But
investors also put a premium on companies that are able
to provide information more quickly, typically agreeing that
faster reporting means better management decision-making.
Moreover, investors appreciate that, given that the ability to
do the job faster typically implies that the processes and
controls are of good quality, they can have more confidence
in the numbers that the company gives them.

Figuring it out
Companies increasingly produce unaudited ‘flash’ figures
such as Christmas sales figures. Reporting speed is even
said to be more important than assurance. But as KPMG
UK head of audit Tony Cates notes, this works only if
companies are highly confident that their numbers are
correct. And while investors may say they prefer to be given
estimate figures quickly rather than accurate figures more
slowly, they will surely punish any company that pushes that
trade-off too hard.
Two points emerge from the ACCA study, however,
that give an opportunity to pause for breath, if only for
a moment. The first is that the annual report is still very
much regarded as the most valuable source of input for
making investment decisions. The fact that such a weighty
document, produced just once a year and several weeks
after the financial year-end, should remain such a core
component of the financial reporting process means that
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companies cannot neglect this traditional reporting outlet.
The emergence of integrated reporting could well reaffirm
the primacy of the annual report, as companies and
investors turn to the one document that blends strategy,
performance, risk and social responsibility into a single,
cohesive narrative.
The second point is that the pressure to report more
quickly varies depending on the type of shareholders that a
company has. Those where the shareholder base has a large
component of short-term investors feel the pressure more
acutely: some hedge funds, corporate governance vigilantes
and IT-driven investment platforms will typically react to
headline news, pouncing on any crumb of information that
seems out of line with market expectations. Longer-term
investors, by contrast, are less bothered about speed of
reporting (but, it should be noted, they are not unbothered).
Achieving faster closing and reporting is not easy,
and the ACCA research has identified a number of
obstacles. Technology infrastructure is regarded as a
bottleneck preventing further acceleration of the process,
while companies are also concerned about the tradeoff between quality of data and speed. A lack of staff
resources is another issue. Top of the list of obstacles
to faster reporting, however, is (according to corporates)
the ‘reluctance of auditors to increase the speed of the
process’. Auditors and companies are eyeball-to-eyeball:
Bob Dohrer, global leader for quality and risk at RSM
International, says: ‘I think auditors are making huge
strides towards providing information more quickly, but
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▲ SNAPSHOT IN TIME

Up-to-the-minute performance data, particularly at key times such
as the Christmas period, gives investors the most informed view
they are heavily dependent on the quality of the company’s
internal controls, reporting mechanisms and structures.’
So again it comes back to systems. The right way to deal
with this will vary between companies, depending on what
systems are already in place and how long the journey to
‘fast-close Nirvana’ is. What’s notable at AstraZeneca is that
the goal of faster closing is not the sole responsibility of
head office. Rather, local business units are responsible for
their own figures. For a business with as much intra-group
trading as AstraZeneca, that means ‘local CFOs can’t submit
their numbers until their intercompany reconciliations are
complete, so it becomes part of their process rather than
our process’, says Chard. ‘Holding the local CFOs to account
for their numbers took a lot of heat out of our consolidation
process. It was a big step forward for us.’
In other words, fast closing provides benefits to the
group. It therefore has to be a group effort. And there is
no sign of that effort diminishing. ■
Andrew Sawers, journalist
FOR MORE INFORMATION:

Understanding investors: the changing corporate
perspective is at www.accaglobal.com/reporting
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CLOSING THE
DISCLOSURE GAP

Listed companies in emerging markets are catching up with those in developed
companies on sustainability reporting, says Corporate Knights’ Doug Morrow

T

he reporting practices of publicly traded companies
have evolved dramatically over the past 20 years.
While the foundation of the balance sheet, income
statement and cashflow statement remains intact,
today’s listed companies supplement these core documents
with a diverse body of information and data covering
corporate policy, strategic plans, business targets and
accounting policy, as well as forward-looking information.
The broadening scope of corporate disclosure is being
driven to a large extent by tightening regulatory requirements,
as well as a result of the growing demand among investors
for more comprehensive company-level information.
It is against this backdrop that the recent explosion in
corporate sustainability reporting should be viewed.
Sustainability reporting – loosely defined as the practice
of providing information about a company’s environmental,
social and governance risks, opportunities and management
capabilities – is the latest innovation in this trend towards
expanding corporate reporting and transparency.
Sustainability reporting may not always move the market,
but it can provide a fascinating window into corporate
strategy and behaviour. How companies perform on such
indicators as annual greenhouse gas (GHG) emissions over
revenue, CEO compensation over average employee salary
or lost-time injury rate can provide rare glimpses into their
strategy for managing costs, their approach to motivating
employees and their operational effectiveness.
On a look-ahead basis – with complex systemic
challenges such as climate change, resource depletion,
urbanisation, population growth and rising fossil-fuel prices
on the horizon – it is hard to imagine sustainability reporting
becoming less useful to investors.
It is for these reasons and more that Corporate
Knights sought to analyse the general state of corporate
sustainability reporting across the world’s equity markets
with our recent report, Trends in Sustainability Disclosure:
Benchmarking the World’s Stock Exchanges, 2013. The
report was the second in the series, following up on our
inaugural study released in 2012.
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WHY THE SDGs MATTER
‘The United Nations’ Sustainable Development
Goals (SDGs) – which will replace the Millennium
Development Goals (MDGs) in 2015 – should matter
to investors. They offer a significant opportunity
to enhance corporate sustainability disclosure and
to demonstrate clearly to governments, business
and civil society the linkages between corporate
transparency and sustainable development.
‘Aviva Investors convened the Corporate
Sustainability Reporting Coalition (CSRC) in 2011
around the Rio+20 Earth Summit to advocate a global
convention on integrated sustainability reporting. It
represents investors with assets under management of
approximately US$2 trillion and includes organisations
as diverse as ACCA, the Global Reporting Initiative and
the Carbon Disclosure Project.
‘The last set of MDGs failed to engage the private
sector effectively, instead focusing on the role of aid
and foreign direct investment, missing out on the
potentially transformative effect the sector could have
in delivering the goals’ vision.
‘We were delighted that the reports that have so
far fed into the SDGs’ development process have all
recommended the promotion of integrated reporting
as part of the goals, including the High-Level Panel
chaired by UK prime minister David Cameron.
‘It is vital that the SDGs recognise the importance
of good corporate governance in delivering the
goals and in channelling private finance to the most
sustainable and productive uses in our economy.
The opportunity the SDGs presents now should
not be missed.’
Steve Waygood, convener of the CSRC and chief
responsible investment officer, Aviva Investors
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Metrics analysis
In the most recent study, launched in October 2013, we
were interested in figuring out which markets were home
to the world’s most advanced sustainability reporters. In
order to make some sense of the admittedly wide-ranging
nature of sustainability reporting, we focused our analysis
on a set of seven specific metrics: employee turnover,
energy use, GHG emissions, lost-time injury rate, payroll,
waste produced and water consumption. By looking
at the proportion of companies on each exchange that
discloses these metrics, we effectively ranked the world’s
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emerging markets-based stock exchanges are on track to
overtake their developed-world counterparts in terms of the
proportion of their listings that disclose the seven ‘firstgeneration’ sustainability metrics reviewed in the study.
While this ‘catch-up’ process is the result of many
different factors, one of the primary drivers has been an
influx of reporting mechanisms implemented by stock
exchanges and other regulatory actors. Celebrated examples
include the decision of the Securities and Exchange Board
of India to mandate the inclusion of business responsibility
reports in the annual reports of India’s 100 largest listed
entities based on market capitalisation.
Sustainability reporting can be
viewed as the latest manifestation in the
more general trend towards expanding
corporate disclosure practices. Future
milestones include integrated reporting
and the provision of more granular and
standardised non-financial information.
In addition to facilitating a more complete picture of a
company’s social and environmental impacts, sustainability
reporting gives investors an additional source of data that
can be mined in the context of portfolio management. ■

▌▌▌SUSTAINABILITY REPORTING CAN PROVIDE
A FASCINATING WINDOW INTO CORPORATE
STRATEGY AND BEHAVIOUR
stock exchanges on the sustainability disclosure practices
of their listed companies.
BME Spanish Exchanges, based in Spain, received top
billing in the 2013 ranking, moving up from fourth position
in 2012’s assessment. The top five were rounded out by the
stock exchanges in Helsinki, Tokyo, Oslo and Johannesburg.
Our most noteworthy finding was that stock exchanges
based in emerging markets are rapidly closing the
‘disclosure gap’ between themselves and stock exchanges
in the developed world. This is a reflection of the surge
in sustainability reporting that we are witnessing by
listed companies based in emerging markets, including
Brazil, India and South Africa. Our analysis indicates that

Doug Morrow is vice president of Corporate Knights Capital
and a member of ACCA’s Global Forum for Sustainability
FOR MORE INFORMATION:

Trends in Sustainability Disclosure: Benchmarking the
World’s Stock Exchanges, 2013 is at
http://tinyurl.com/corporate-knights
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GLOBAL GROWTH

Annual survey of top 50 global accounting networks shows a strong rise in advisory
work but audit fees under pressure and a slowdown in the overall rate of growth

W

hile global accounting firms reported overall fee
income growth in 2013, the rate of growth has
dipped for the second time since 2009, driven by
downward pressure on fees, greater regulatory
scrutiny and intense competition across the industry.
According to the latest survey of
global accounting firms conducted by
International Accounting Bulletin (IAB),
the 50 top international accounting
networks and associations earned a
combined $169.7bn in fees in 2013,
up 3% on the year before; in 2012 the
growth rate had been 5%.
For the second time in four years, Deloitte has overtaken
PwC as the largest global accounting network, reporting
$32.4bn in fee income. Deloitte leapfrogged PwC for the first

time in 2010 by just $9m. Deloitte’s lead is thanks mainly to
its advisory work – it has expanded its advisory fee income
by $4.5bn since 2008, while PwC’s advisory revenues grew
by $2.4bn in the same period, according to IAB data. PwC
announced at the end of 2013 that it had signed a tie-up

▌▌▌NEARLY HALF OF RESPONDENTS SAID THEY
ARE CONCERNED FEE PRESSURE HAS LED TO A
DECREASE IN AUDIT QUALITY AT SOME FIRMS

THE FINANCE VALUE CHAIN
IAB ’s findings show the profession is seemingly in
good health with a robust fee income.
But we cannot be complacent; the accompanying
decline in growth shows that there are also pressures
which come hot on the heels of global financial
turbulence and increased regulation.
It will be interesting to see how
the audit market shakes down
given the recent rulings from
the EU and competition
issues in the UK.
This is a time for the
profession to reappraise and
restate where its true value
lies, and for ACCA to ensure
members can oversee the
whole finance value chain,
from understanding
and interpreting the
numbers to being
strategic and
trusted advisers.
Sue Almond, ACCA
technical director
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with global consultancy Booz & Co, which is likely to boost
the network’s advisory capabilities significantly.
The gap between third-ranked EY and fourth-placed
KPMG grew by $1bn in 2013 to $2.4bn. In 2011 the fee
income difference between the firms was just $170m.
The move towards advisory work by the big accounting
giants has been a growing trend over the past few years. IAB
historic data shows that since 2004 the Big Four combined
have increased their advisory revenues by more than $29bn
while audit and accounting revenues increased by $13.1bn
and tax work revenues by $8.6bn in the same time period.

Audit under pressure
Audit and accounting services account for an average of
48% of overall fees earned by the top 10 networks, which
indicates a downward trend from 53% in 2008. One of the
main constraints on audit is fee pressure, which has become
increasingly acute through the global economic downturn
and continued in 2013.
Over 64% of firm leaders from around the world told
IAB in an anonymous fee pressure survey that they have
noted an increase in audit fee pressure in the past 12
months. Nearly half of all respondents (48%) said they are
concerned that fee pressure has led to a decrease in audit
quality at some firms and 36% of respondents admitted
to facing an ongoing challenge to maintain audit quality in
the face of fee pressure at their own firm. In answer to the
same question, an additional 25% said they had faced audit
quality concerns over the past year due to fee pressure, but
had addressed those concerns.
IAB surveyed more than 250 firm leaders globally in
January 2014 for the fee pressure survey.
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TOP 10 GLOBAL ACCOUNTING NETWORKS
Rank

Network

Revenue

Growth rate

Year end

1

Deloitte

$32,400.0m

4%

May-13

2

PwC

$32,088.0m

2%

Jun-13

3

EY

$25,892.0m

6%

Jun-13

4

KPMG

$23,420.0m

2%

Sep-13

5

BDO

$6,453.1m

7%

Sep-13

6

Grant Thornton International

$4,519.0m

8%

Sep-13

7

RSM International

$3,714.1m

–7%

Dec-13

8

Baker Tilly International

$3,404.2m

3%

Jun-13

9

Crowe Horwath International

$3,168.2m

3%

Dec-13

10

Nexia International

$2,918.0m

3%

Jun-13

Increased regulation
At the end of 2013 the EU audit reform regulation and
directive documents were agreed on by EU parliament,
the European Council and the European Commission.
If approved by MEPs (which could happen as we go to
press) this audit reform will enforce mandatory audit
firm rotation every 10 years for EU public interest entities.
The EU audit reform is also likely to impose a 70%
cap on fees earned for non-audit services rendered to
an audit client.
IAB editor Ana Gyorkos says: ‘The introduction of
mandatory rotation across EU member states is likely to
lead to increased tenders in audit as well as to open up
more opportunities for the mid-tier to tender for advisory
work. Many mid-tier leaders feel the EU reform has not
gone far enough to increase competition in the audit market
and believe that despite the increased amount of audit
tenders they are likely to rotate among the big firms only,
while the Big Four claim the introduction of rotation and
additional non-audit services caps could lead to decreased
audit quality.’ ■

TOP 10 MARKET SHARE

19%

33%

19%
13%

14%

This article was contributed by International Accounting
Bulletin
FOR MORE INFORMATION:

Deloitte

PwC

EY

KMPG

Mid-tier

www.internationalaccountingbulletin.com
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SEEKING NIRVANA
In a world where technology is continually turning business on its head,
is finance technology delivering on its promise, asks ACCA’s Jamie Lyon

T

echnology has historically been a catalyst driving
efficiency in finance operations, lowering costs,
fostering standardisation and improving controls.
But can it also be critical in creating the value that
finance should provide to the business through commercial
insight and data analysis?
In the past decade, companies in all industries and of all
sizes have deployed technology to change the fundamentals
of finance delivery, using enterprise resource planning
and other applications to provide cost control and quality
in finance transactions, reducing manual transaction
processing by up to 85%. As Simon Newton, the John Lewis
Partnership’s FD for partnership services, says: ‘There’s more
standardisation and there’s better quality data everywhere.’
However, many business leaders see opportunities for
further technology application in finance services. George
Connell, Shell’s vice president strategy, finance operations
and centre finance lead (Glasgow), says: ‘Working for a big
corporation, there’s still far too much manual work, too much
reliance on spreadsheets. We’re not properly leveraging
technology and I don’t think we’ve got full agility either.’
The extent to which technology is changing the face of
delivery and providing value for the organisation – and its
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potential to do so in the future – is discussed in a new ACCA
report, Is finance function technology delivering on its promise?
Julie Spillane FCCA, managing director of Accenture
Global Services, believes the technology focus has been on
‘better, faster and cheaper’, rather than on creating value. ‘Up
until now, technology has been applied within the four walls
of finance – using technology to increase finance efficiency.’
But for many finance departments the financial returns from
more efficient processing are marginal. Today, the goal of
finance technology is to develop the business more profitably.

Risk-averse mindset
Reticence in the face of new technology may come from
the historic caution and risk-averse positions that finance
professionals often take. Finance relies heavily on proof;
if leaders believe that tighter business rules have primacy
over the implementation of new technology whose payback
and functionality are not clear, then transformation through
technology will probably be marginal. Technology at this
level is an enabler rather than a transformer. The focus on
rules and risk may be obstructing new thinking, not only
about finance processes themselves, but also about how
value is created. Specsavers’ Dilesh Magdani FCCA, head of
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finance shared services, says: ‘I think finance is way behind
the curve. We lack imagination and we are too conservative.’
There is also the fundamental question of what is the
future of a finance organisation if its customers can process
their own transactions in real time? Ultimately, will technology
move the business to self-service or ‘lights-out’ finance?
Deloitte partner Peter Moller says: ‘We are not lights out
yet, but we are a lot darker than we used to be… Why do
we need anyone doing routine back-office processes? The
objective should be to create straight-through processing and
lights out for all the back office. When you have exceptions,
change the business rules and get rid of them.’
For many leaders, lights-out finance may be a vision
worth pursuing even if it is not viewed as fully achievable.
For example, Shell reduced its 1,700 purchase-to-pay jobs to
350 by applying available technology and, more importantly,
eliminating non-compliance through new business rules.
And what about the SMAC pack? Do finance departments
sufficiently understand social, mobile, analytics and cloud
technologies, and are they keeping pace with the rate of
adoption by sales, marketing and even HR departments?
Few finance leaders fully embrace the SMAC potential.
When it comes to social and mobile technologies, they point
to the greater imperative of investing to enhance customerfacing functions such as sales and marketing rather than
back-office functions.
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(whether managed internally or outsourced), moving
organisations further towards truly lights-out finance.
Alternatively, a new breed of technologies, branded
‘cognitive’ or ‘robotic’, are purported to be able to transform
the economics of finance offshoring by eliminating labour
arbitrage. But what is the likely scenario?

No role for robots
Liz Ditchburn, relationship leader at Kimberly-Clark, says:
‘We are dealing with data and payments, so I just don’t see
a role for a robot. I struggle with the concept. I think that
it’s marketing hype. We should be focusing on getting rid
of processes.’
Perhaps FDs are not ready to take a leap of faith.
They tend to implement bespoke tools, such as workflow
and e-invoicing, where payback is obvious. For applied
technologies that could be really transformative, the
business case is not as clear because finance leaders may
not understand how these technologies should be used, how
or where finance could interact with these technologies, and
what their impact will be on costs and profits.
Experts believe global process owners must take more
responsibility for technology deployment, resulting in a
new relationship between finance and technology. They
believe the finance function must create the vision and set
the requirements. At the same time, finance professionals
should work very closely with
technology experts who understand
the capabilities and the enterprise
environment and can drive innovative
thinking about deploying applications.
As Ditchburn says: ‘The people
who are best placed to work out the
requirements and the opportunities are
the finance people. The people best equipped to understand
what technology can do are the technology people. It’s about
collaboration and innovative thinking.’
So is it going too far to assert that technology will be a
genuine game changer for finance over time? Although such
a transformation is unlikely to happen overnight, perhaps
emerging technology will, nonetheless, begin to prompt
some fundamental questions on the role of the finance
function within the organisation.
If, through technology, finance is able to rebalance its
preoccupation with processes – and their elimination – by
using technologies that mine financial data for patterns,
the function will be better placed to meet its aspirations to
create business value in the future. ■

▌▌▌‘THE OBJECTIVE SHOULD BE TO CREATE
STRAIGHT-THROUGH PROCESSING AND LIGHTS
OUT FOR ALL THE BACK OFFICE’
The cloud’s potential for risk naturally makes some
finance leaders nervous. Concerns about software as a
service for many finance applications are exemplified by
security issues, including the physical location of servers.
The inability (or refusal) to adopt the standardisation that is
the cloud’s core value proposition hampers implementation.
These concerns obscure the greater returns in cost, time
and flexibility that the cloud has given other functions.
SMAC will probably be adopted unevenly in finance
operations over the next few years, with a focus on analytics
and the cloud, if finance leaders can understand the
benefits and risks. Many finance leaders admit they do not
focus on – or perhaps understand – the application of social
and mobile technologies beyond efficient communication
with their teams. But they know that these technologies
could eventually affect finance processes themselves – once
they can work out how to use them.
In terms of finance delivery, technology can turn
prevailing models upside down. Successful, more aggressive
implementations of so-called BPaaS (business process
as a service) could eliminate the need for service centres

Jamie Lyon FCCA is ACCA’s head of corporate sector
FOR MORE INFORMATION:

Is finance function technology delivering on its promise?
is available at www.accaglobal.com/transformation
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Career boost
Talent doctor Rob Yeung advises how to hone your interview skills to exude confidence
and ensure you give the right impression – and dispels the myth about body language

TALENT DOCTOR: INTERVIEWS
A big chunk of my work is training managers in how to
interview candidates. I also interview senior candidates
on behalf of organisations when the stakes are high
and the organisation wants to make the very best hiring
decision. And I see a lot of candidates who simply don’t
present themselves well.
So how can you present yourself well if you’re on the
lookout for a new job?
For starters, don’t worry about your body language.
You may have heard it said that most of the impact we
have on other people comes down to body language and
tone of voice. A commonly quoted statistic says that
55% of what we communicate is through our posture,
movements and facial expressions. Tone of voice is
supposed to account for 38% of our impact, and only 7%
is down to our actual words.
The statistic is wrong. It comes from research back
in the 1960s that has been widely misinterpreted; more
recent studies show body language matters little. For
example, University of Southern Mississippi researcher
James Hollandsworth used discriminant analysis to
examine the relative importance of seven factors on
interview performance. He looked at behaviours such as
eye contact, body posture, loudness of speech and the
content of what people said.

Appropriateness, fluency, composure
The single most important factor was the appropriateness
of people’s content – that is, the answers that candidates
gave. The next was fluency of speech (which was defined
as speaking without too much hesitation), followed by
composure (coming across as calm and confident).
Body language hardly mattered. So do not worry about
whether you are sitting with your arms or legs crossed
or uncrossed. Do not overthink whether you are giving
enough or too much eye contact. Instead, prepare to win
the job by thinking about examples – short stories – to
demonstrate your skills and experience.
Suppose an interviewer asks you: ‘Are you a good
manager?’ Be sure to describe a situation in which you
showed great leadership skills. Perhaps you discovered
a project was in danger of missing its deadline but you
managed to work out how to get it all done on time.
Maybe you uncovered a conflict between colleagues and
helped them resolve it. The point is to construct a short
story demonstrating how your actions led directly to
benefits for your team, customers or organisation.
Finally, allow time to prepare for an interview by not
only thinking about the answers you might give but also
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rehearsing them. After all, actors preparing to go on
stage don’t merely read their scripts over and over: they
rehearse their lines out loud while thinking about their
pacing, volume and intonation. And they do it multiple
times until they know they can repeat the performance
under pressure.
Good candidates do not just have the right skills
and experience, they also think about how best to
present them. So help yourself to be one of those
stronger candidates.
Dr Rob Yeung is a psychologist at leadership consulting
firm Talentspace and author of over 20 career and
management books including How To Win: The
Argument, the Pitch, the Job, the Race (Capstone);
he also appears frequently as a business commentator
on BBC, CNBC and CNN news.
FOR MORE INFORMATION:

www.talentspace.co.uk
@robyeung
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IN RECRUITERS’ MINDS

Recruiter magazine recently
surveyed its UK readership
of business owners, chief
executives and HR managers
on their lessons from 2013.
Here’s what’s on their
minds. Julie Towers, MD,
recruitment solutions,
Penna: ‘Transferable skills
are highly sought after,
but if the behaviours and
cultural fit aren’t aligned
between employer and
employee, particularly at
senior management level,
skills and experience won’t
cut it!’
Flo Software Solutions
MD Craig Aston: ‘When
starting up a business you
have to be very flexible in
your approach. You will make
mistakes and things will not
always go to plan, whether
that relates to people,
products or decisions made.’
David Cohen, senior
director of talent solutions,
LinkedIn, EMEA: ‘Recruiters
need to keep pace to ensure
they have access to the
best and widest talent pool.
Passive candidates have
proven to be more engaged,
less prone to attrition,
and more likely to make
an impact.’

MBA IS THE WAY

‘Crisis! What crisis?’ The
blasé quip may be dated,
but in the context of the
FT’s 2014 MBA rankings
and graduate salaries, it rings
true. Over the past five years
MBA graduate salaries have
doubled, with those of elite
graduates up to $182,000.
According to the FT, 30% of
executives in top international
companies hold MBAs. ■
This page is compiled and
edited by Neil Johnson,
editor, ACCACareers.com
FOR MORE INFORMATION:

www.accacareers.com
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THE PERFECT: STAFF CANTEEN
Google is legendary for many things – being Google, inventing
computer spectacles, making the leap from noun to verb in
common parlance.
But what about its offices? I have friends who have gone for
meetings at Google and come away in rapture – slides between
floors, luxury break-out rooms filled with table football, arcade
games, couches and premium snacks. And
it’s this last point that seemed to impress
the most – an abundance of quality food all
over the building climaxing in the canteen,
where chefs are on hand to cater for these
IT geniuses – a happy workforce is a well-fed
one… or maybe a spoilt one?
The reality for most of us is a little
different. A canteen is often no more
than a kettle in a cupboard. Or
perhaps you are lucky enough to
have a few old bar stools, a table,
maybe even a toaster and a water
butt. Considering the majority of
employed people spend much of
their waking hours in the workplace,
providing a positive environment has
become a priority for many employers.
It can help increase productivity, retain
talent and enhance reputation – all key to
maintaining a strong brand.

THE BIG BREAK
SIMON PADGETT FCCA
Simon Padgett was hired by global consulting firm
Protiviti in 2011 to establish a forensic services practice
in the Gulf region, based out of the Abu Dhabi office.
With fraud constituting a potential 5% of global GDP
in 2011, or a whopping $3.5 trillion, according to the
Association of Certified Fraud Examiners’ 2012 Report to
the Nations, and a lumbering global economy fractured
by poor governance, the role of the forensic accountant
is as vital as ever. Within the accountancy profession
the forensic specialism has quite an allure, according to
Padgett: ‘Whenever we were auditing and we found a fraud, it was very exciting,’ he
says. ‘There was a buzz and everyone came to work early and stayed late. Forensics
is not proving that something is right, you’re proving that something is wrong. It’s got
a buzz to it. I guess it’s like being the policeman: you get your teeth into something
that’s not good, and you don’t let go until you resolve it – it’s a puzzle.’ Read the full
interview at www.accacareers.com

Padgett’s key forensic accountancy skills:

once broken it’s gone forever
background
* –integrity:
* accounting/auditing
you need to know right from wrong
inquisitiveness – things are often not
* what they seem
mind and good IT skills
* –anweanalytical
have to drill down into masses of
tenaciousness – once you get your
* teeth
data looking for anything unusual
into something, do not let go.
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CPD

Marketing and branding

Get verifiable CPD units
by answering questions
on this article at:
www.accaglobal.com/abcpd

In his third article on marketing, Dr Tony Grundy examines how
marketing and branding strategies create economic value
In the first article in this
series on marketing, we
defined marketing strategy
as: ‘The process of deciding
which markets to compete
in, which customers
to prioritise, and what
customer value to target,
and to decide how that
will be delivered through
products, service and the
marketing mix in order to
beat competitors.’
Within that process,
one of the core concepts –

the natural differences
between products and
further differentiates
these. Brands thus have
a separate brand identity
(that is how the supplier
is trying to position
them) and personality. To
straightforward types like
accountants this may seem
to be a rather artificial
concept. But the brand
carries with it certain
associations that seem to
reach beyond the physical

awareness, which is ‘the
extent to which a brand is on
the radar screen of people’.
For example, it is only a
few years since Metro Bank
started up as a new bank in
the London area, with the
goal of being a customerfriendly bank. Its brand
message (what it stands for)
is blazoned in its ‘stores’
(it doesn’t have ‘branches’)
as: ‘OPEN 7 DAYS – early
and late’; ‘OPEN 362 days
a year’; ‘SATISFACTION

Bank, it has a low or at best
uneven brand awareness as
it is best known in London,
although that is changing.
Take another example:
the healthy drinks business
Innocent, market leader
of smoothies:
Innocent uses green
electricity at its Fruit
Towers headquarters
Innocent sources fruit
from suppliers that look
after their workers and
the environment
all of Innocent’s bananas
come from Rainforest
Alliance-accredited farms
Innocent donates 10% of
all its profits each year to
the Innocent Foundation.
Here there are much
more specific brand
values that encapsulate its
relevance to the customer
and give it a distinct
competitive advantage.
These are classic
examples of where a
company uses symbolic
means to generate
distinctiveness and through
being a ‘first mover’ (ie
the first to occupy that
competitive space). This is
a major way of gaining what
in competitive strategy is
called ‘unique competing
space’ – sometimes known
as the ‘sweet spot’.
Thus, in essence, brand
strategy is ‘setting brand
identity with clear values
and personality to gain
awareness and recognition,
acceptance and customer
loyalty – with the ideal
intention of gaining unique
competing space’.
This should also lead to
extending the brand to a
number of products. Indeed,
inspired in 2012 by hearing

*
*
*
*

separate from the Four Ps
of the marketing mix – is
the concept of a brand.
So, as part of the process
of building a marketing
strategy, one needs now to
look at brand strategy.

Brand strategy
A brand is ‘a name or/
and design or symbol that
identifies one product
separately from its
competitors’. Brand takes
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product. Thus, for instance,
if you drink a can of Coke
you are not just consuming
a fizzy, tangy, dark-coloured,
liquid – you are also having
a relaxed social experience.
This is, in a way, analogous
to the idea of ‘spirit’ in
religion as something
that exists but is outside
immediate physical reality.
Brands need to be
recognised to add value.
This brings us to brand

GUARANTEED’; and ‘We
LOVE our customers’.
Metro Bank thus has
very clear brand values –
what it stands for and what
you can expect to get from
it. Here, brand values are
‘those things that a product
stands for that are reasons
for buying it’. For example, a
reason for buying a Honda-R
is because the mechanics
never seem to break down.
But in the case of Metro

MANAGEMENT AND STRATEGY | INSIGHT

about the best-selling book
of all time, which made
product simply fly off the
shelves at Ann Summers
– the title sounded like a
painting and decorating
book – inspired me to do
something similar.
I had created a brand
of ‘Demystifying…’ in
2012 through my book
Demystifying Strategy, and
then had the idea to write a
follow-up called Demystifying
Strategic Thinking – Lessons

This feature is called
brand equity or the extra
price that is paid over
and above a vanilla price
because of the brand values,
real and perceived.
If the accountant is
interested in profit, return
or economic value etc, then
he/she should clearly be
interested in the power of
brands, as that does seem
an easier route than many to
superior wealth creation.
As was once said

be doing and how the
market is changing
4 to do a ‘what if’, given
the intended investment
in that brand and future
cashflows over the
competitive duration or
‘period of competitive
advantage’;
5 evaluate these using
discounted cashflow.
Step 1 may break down
into many elements (and
not limited to these):
incremental price

*

▌▌▌JUST BECAUSE I AM AN ACCOUNTANT DOESN’T
MEAN I CAN’T COME UP WITH A BRAND CONCEPT –
BRAND STRATEGY ISN’T ROCKET SCIENCE!
From Leading CEOs. This
used the ‘Demystifying’
brand umbrella to create
two sub-branded products
– that umbrella can now
be used for others. There
are likely to be incremental
sales generated as readers
of my second book will buy
the first.
The moral here is that
just because I am an
accountant doesn’t mean I
can’t come up with a brand
concept. Brand strategy
isn’t rocket science!

Economic value
At this point we need to look
at how all of this begins to
turn itself into economic
value. Brands represent
considerable value first
and foremost because they
attract a price premium.
For instance, when
I taught at a previous
business school to Henley,
a corporate client wanted
to buy my programmes via
that channel at a cost OF
£10,000 a day (at today’s
prices) – and that was even
if they were held at their
premises. Take away that
channel and the cost would
be quite a small fraction of
that sum.

by the chairman of ICI
Agrochemicals some 25
years ago when I was
seconded there: ‘Tony, did I
hear you saying that making
money in business is hard?
No, the art of being in
business is to learn not just
to make money, but to make
it easily.’ Brands can make
making money a lot easier.
Brand equity is
notoriously hard to put an
economic value on – as it
is less tangible – but by no
means impossible, whether
you are Honda, Innocent or
a business school.
The steps needed are:
1 to identify the discrete
‘value pots’ or ‘value
drivers’ of the brand –
those things that may
generate incremental
cashflow;
2 to take each one and
identify the incremental
competitive advantage
and/or defensive
advantage this brings;
3 to explore and test out its
likely competitive duration
or, if you can foresee a
curve of decline in that
edge, project what kind of
shape that is; this needs
to incorporate some view
of what competitors will

*
*
*
*
*
*
*
*

premium – the
‘premium value’
adding value through
increasing frequency
of purchase or greater
rate of consumption –
‘volume value’
protecting against
lowering the price –
‘protective value’
avoiding loss of
customers –
‘loyalty value’
providing a platform
to launch new, more
related products –
‘extension value’
providing a platform to
launch new, less-related
products – ‘stretch value’
encouraging unintended
purchases – ‘impulsebuy value’
spreading and
multiplying demand
without effort – ‘word-ofmouth value’
the extra value that can
be captured on exit if
selling the business,
as any buyer stands to
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generate both premium
value and volume value
through synergies –
‘disposal value’.
Don’t do anything silly to
destroy brand value for
tactical financial reasons.
For example, recently
I noticed a £50 phone
bill from the Holiday
Inn (trusted brand) for
a 20-minute phone call.
Apparently there was a little
piece of plastic attached to
the phone cord saying ‘calls
cost £2.49 a minute’ – such
a good way of ensuring that
customers that miss it never
return (sensibly they agreed
to 80% off).
Sometimes the value
of the brand portfolio
of a business can be
comparable if not greater
than the economic value
of its core operations. As
an accountant, help your
board and your owners to
realise that, rather than just
thinking about shorter-term
profits – as that is just a
part of the value picture.
Think about which of
these areas of brand value
applies to your company. Are
there other domains through
which your brand can be
exploited that you have
neglected to think about? If
you are looking at the value
of your company, how much
is generated by its brand
equity? If you are a private
company one day seeking an
exit, how can you build that?
What is the worth potentially
to a new owner, and might
that make the business
worth more? ■
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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Fast month-end reporting: part three
You are now ready for the clincher – delivering a flash result on the monthly P/L to the
CEO by the close of the following working day. David Parmenter shows you how
When you have all your
cut-off done by the close
of the last working day, as
explained in the previous
two articles, you still need
to work smartly to get the
reporting done fast and
error-free.

The first 24 hours
At 5pm on the last working
day, with all the cut-offs
done we can print off the
first cut of the numbers. The
management accountants
should take a copy home
and look for areas where
they think the numbers
could be wrong.
At 9am the following day,
all the accountants meet to
assign the areas needing
further work to be sure the
numbers are true and fair.
At 3pm to 4pm meet again
to discuss the adjustments;
with luck, many will have
netted each other off.
Process only the few material
adjustments that restate the
numbers to ‘true and fair’.

Flash result to the CEO
Issue a flash result on the
profit and loss statement
(P/L) bottom-line to the
CEO by the close of the first
working day, stating a level
of accuracy (eg, +/–5%,
+/–10%). Five to seven lines
is normally enough. Never
attempt a flash report until
the AP, AR and accrual cutoffs have been successfully
moved back to the last
working day of the month.
The flash result will
largely satisfy the CEO’s
appetite for month-end
information. This creates a
great opportunity to reduce
the final month-end report
to the CEO to one A3 page.
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Ban all late changes
Once the reporting pack
is prepared, allow no
adjustments unless they
are very material. There
is nothing worse for the
finance team than to submit
a finance report to the CEO
that is inconsistent. This is
frequently caused by a late
change not being processed
properly through the report.
As night follows day, the
CEO will be sure to find it.
It is far better to hold
back on processing minor
adjustments as the net
result reported in the P/L
is still true and fair. If the
CEO spots, say, a shortfall
in revenue, point out that
you have held back some
adjustments as the net
impact is immaterial. Most
CEOs will agree with your
judgment call and move on
to another issue.

Check for consistency
For every number that
appears elsewhere in the
report – either in the text,
a table or a graph – write
the page reference where
it appears again and
initial to indicate you have
checked the number in the
subsequent page.

NEXT STEPS
1 Deliver a flash report by close of play on the first
working day to the CEO.
2 Embed the quality assurance procedures this week.
3 Reduce your month-end report to the CEO to one
A3 page. If you want a template, send me an email
(parmenter@waymark.co.nz).

The read-back

The two-gremlin rule

Have a person new to the
report read it loud back
to the writer. By hearing
the words the writer can
improve the grammar and
make it an easier read. If
the reader has difficulties
in understanding any of
it, I can assure you the
CEO will likewise. You can
also use a ‘text-to-voice’
facility which is available in
many applications such as
Microsoft Word. Your clever
IT team will show you how to
set this up.

In every piece of work there
are always at least two
gremlins that manage to
sneak through.
If I find them and they
are of minor importance,
then I leave them and
release the report. If you
do not find them, then look
again – or someone else will
spot them.

■

David Parmenter is a
writer and presenter on
measuring, monitoring and
managing performance
FOR MORE INFORMATION:

Read the first part of this article at www.accaglobal/ab51
Read the second part at www.accaglobal/ab61
www.davidparmenter.com
www.davidparmenter.com/courses
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www.accaglobal.com/abcpd

In December 2013, the
International Accounting
Standards Board
(IASB) issued two
tranches of ‘annual
improvements’
to International
Financial Reporting
Standards (IFRS).
The improvements
process is how the
IASB adjusts IFRS in areas
where the standards are
unclear. Although these
amendments generally do
not significantly change
the application of the
standards, it is important
for entities to determine
any potential impact by
reviewing their accounting
policies. The recent
amendments contain 11
changes to nine standards.
IFRS 3, Business
Combinations, currently
says that contingent
consideration must be
measured at fair value at
the time of the business
combination. If the amount
of contingent consideration
changes as a result of a
post-acquisition event, the
accounting for the change
depends on whether the
additional consideration
is classified as an equity
instrument, an asset or
liability. Currently, if the
additional consideration
is classified as an asset or
liability that is a financial
instrument, gains and
losses are recognised in
either profit or loss or other
comprehensive income.
The amendment
states that changes in the
fair value of contingent
consideration that is
classified as an asset or
liability irrespective of

Keeping up to date
Graham Holt outlines the recent amendments made to nine
International Financial Reporting Standards

▌▌▌IFRS 11 REQUIRES THE USE OF THE EQUITY METHOD
OF ACCOUNTING FOR INTERESTS IN JOINT VENTURES –
ELIMINATING PROPORTIONATE CONSOLIDATION
whether it is a financial
instrument are recognised
in profit or loss. Thus
contingent consideration
cannot be measured at
fair value through other
comprehensive income. This
applies only to business
combinations.
IFRS 3 has also been
amended to clarify that
both joint arrangements and
joint ventures are outside
its scope. This applies only
to the accounting in the
financial statements of the
joint arrangement. IFRS
11, Joint Arrangements,
introduced joint
arrangements to replace the
concept of joint ventures,
which is a type of joint
arrangement within IFRS 11.
IFRS 3 is basically updated
to reflect the change.
Joint arrangements

are either joint operations
or joint ventures. A
joint operation is a joint
arrangement where the
parties that have joint
control have rights to the
assets and liabilities; a
joint venture is a joint
arrangement where the
parties that have joint
control have rights to the net
assets of the arrangement.
IFRS 11 requires
the use of the equity
method of accounting for
interests in joint ventures
thereby eliminating the
proportionate consolidation
method. The decision
regarding whether a joint
arrangement is a joint
operation or a joint venture
is based on the parties’
rights and obligations.
A further amendment,
which is linked to IFRS 3,

relates to IAS 40, Investment
Property. Its aim is to clarify
that judgment is needed
to determine whether the
acquisition of investment
property is the acquisition
of an asset or is a business
combination within the
scope of IFRS 3. The
judgment is based on the
guidance offered in IFRS 3.
The IFRS Interpretations
Committee had reported
that some practitioners
considered both standards
to be mutually exclusive
while others felt that an
entity acquiring investment
property had to determine
whether it met both
definitions. IFRS 3 and IAS
40 are deemed not to be
mutually exclusive and IAS
40 is amended to state
explicitly that judgment is
needed to determine

»
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whether the transaction is
solely the acquisition of
an investment property or
whether it is the acquisition
of a group of assets or
a business combination
within the scope of IFRS 3
that includes an investment
property. The judgment is
not based on IAS 40 but on
the guidance in IFRS 3. The
amendment does not help
to determine whether an
acquisition is a purchase of
a business or an asset as
judgment is still required.
Vesting conditions are
conditions imposed under
a share-based payment
arrangement that the
counterparty (an employee
or third party) must satisfy
to be entitled to receive
cash, other assets or equity
instruments of the entity.
A 2008 amendment to
IFRS 2 clarified that vesting
conditions determine
whether the entity receives
the services that result
in the counterparty’s
entitlement and restricted
the definition of vesting
conditions to include only
service and performance
conditions. All features of
a share-based payment
arrangement other than
service and performance
conditions are considered to
be non-vesting conditions.
The improvement
amends the definitions
of vesting condition and
market condition and adds
separate definitions for
performance condition and
service condition.
A performance target can
be based on the activities of
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the entity, or another entity
in the same group, and can
relate to the performance
of the whole or part of
the entity. A performance
condition must contain a
service condition and be
met while the counterparty
renders the service.
A market condition is
a form of performance
condition but a share
market index target is a

single operating segment
if aggregation is consistent
with the core principles of
the standard, and as long as
the segments have similar
economic characteristics
and are similar in certain
qualitative aspects.
The amendment requires
disclosure of the judgments

CPD

Get verifiable CPD units
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on this article at:
www.accaglobal.com/abcpd

and also the identification
of the CODM as ESMA
feels that the definition
of the CODM contains
conflicting prerogatives
(allocation of resources

▌▌▌THE IASB HAS CLARIFIED THE POSITION IN IFRS 13,
FAIR VALUE MEASUREMENT, AS REGARDS SHORT-TERM
RECEIVABLES AND PAYABLES
non-vesting condition as it
reflects the performance
of other entities as well
as those of the group. If
the counterparty ceases
to provide service during
the vesting period, and so
does not meet a service
condition, then no expense
is recognised for the
services received and is
reversed. If there is vesting
of an award on cessation
of employment, then this
obviously does not apply.
IFRS 8, Operating
Segments, states that two or
more operating segments
may be aggregated into a

made by management in
determining the aggregation
criteria including the nature
of the similar economic
characteristics. The
reconciliation of segment
assets to total assets must
be provided only if the
reconciliation is regularly
reported to the chief
operating decision maker
(CODM).
The amendment arose
as a result of a submission
by the European Securities
and Markets Authority
(ESMA) asking the IASB to
consider the application
of the aggregation criteria

versus assessment of
performance).
The IASB has clarified
the position in IFRS 13,
Fair Value Measurement,
as regards short-term
receivables and payables.
There was confusion over
whether the ability to
measure these items at
invoice amounts had been
removed by IFRS 13 and
amendments to IAS 39 and
IFRS 9. It has been clarified
that those elements that
have no stated interest rates
can be shown at invoice
amounts when the effect of
discounting is immaterial.
Entities will need to
assess what is meant by
‘immaterial’ in this context.
IAS 16, Property, Plant
and Equipment, and IAS
38, Intangible Assets,
provide two different
treatments for
accumulated
depreciation/
amortisation

IFRS IMPROVEMENTS | TECHNICAL

at the date of a revaluation.
Accumulated depreciation/
amortisation is either
restated proportionately
with the change in the gross
carrying amount of the
asset, so that the carrying
amount of the asset after
revaluation equals its
revalued amount (the gross
approach), or is eliminated
against the gross carrying
amount of the asset and
the net amount restated to
the revalued amount of the
asset (the offset approach).
Offset is often used for
buildings and gross when an
asset is revalued by means
of applying an index.
The restatement of
accumulated depreciation
proportionate to the gross
carrying amount is not
possible when the residual
value, the useful life or the
depreciation method has
been changed before a
revaluation.
The amendment to
IAS 16 and IAS 38 states
that when an item is
revalued, the accumulated
depreciation is eliminated
against the gross carrying
amount of the asset and
the net amount is restated

change in the net carrying
amount. The determination
of the accumulated
depreciation does not
depend on the selection of
the valuation technique.
IFRS 13 includes a scope
exception for measuring
the fair value of a group
of financial assets and
financial liabilities on a
net basis. It was not clear
whether this exception,
known as the ‘portfolio
exception’, included all
contracts within the scope
of IAS 39 or IFRS 9, which
includes such things as
commodity derivatives,
which do not meet the
definitions of financial
assets or financial liabilities
in IAS 32. The IASB’s
intention was to include
such contracts in the
portfolio exception.
The amendment clarifies
that the portfolio exceptions
can be applied to financial
assets, financial liabilities
and other contracts within
IAS 39 or IFRS 9, and not
just to those contracts
that meet the definition of
financial assets or liabilities.
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IFRS 1, First-time
Adoption of International
Financial Reporting
Standards, sets out the
procedures an entity must
follow when it first adopts
IFRS. The amendment
allows an entity to apply
either an existing effective
IFRS or a new or revised
IFRS that is not yet
mandatory (provided
that early application is
permitted). However, the
entity has to apply the
same version of the IFRS
throughout the periods
covered by those first IFRS
financial statements. This
clarifies the meaning of
‘effective IFRS’ in IFRS 1.
Finally, IAS 24,
Related Party Disclosures,
is amended so that an
entity that provides key
management personnel
services is a related party
and subject to the related
party disclosures.
Some of these
amendments are
retrospective, some are
effective immediately
and some prospectively
from 1 July 2014. Earlier
application is permitted
without adopting all
amendments. ■
Graham Holt is director of
professional studies at the
accounting, finance and
economics department at
Manchester Metropolitan
University Business School

to the revalued amount of
the asset. Alternatively,
the gross carrying amount
is restated consistent
with the revaluation of
the carrying amount. The
accumulated depreciation
is the difference between
the gross and net carrying
amounts. The gross
carrying amount may be
restated by reference to
observable market data
or proportionately to the

FOR MORE INFORMATION:

The publications IASB concludes 2010–2012 and
2011–2013 Annual Improvements Cycles are available at
http://tinyurl.com/IFRSb
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Technical update
Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly
round-up of the latest developments in financial reporting, audit, tax and law
an ‘entity will not be eligible
to apply the standard in
subsequent periods.’ You
can find more, including
a project summary and
feedback, at http://tinyurl.
com/ifrs14-def

IFRS 3 CONSULTATION

REPORTING
IFRS 14

The International Accounting
Standards Board (IASB) has
issued IFRS 14, Regulatory
Deferral Accounts, as an
interim standard while it
considers how the issues
will be resolved over a
longer term. IASB states
that the ‘standard is to
enhance the comparability
of financial reporting by
entities that are engaged
in rate-regulated activities’.
It highlights that ‘many
countries have industry
sectors that are subject to
rate regulation, whereby
governments regulate
the supply and pricing
of particular types of
activity by private entities’.
Utility companies are
typical examples of where
this occurs.
IFRS 14 allows firsttime adopters to ‘continue
to recognise amounts
related to rate regulation
in accordance with their
previous GAAP requirements
when they adopt IFRS.’ It
is important to note that
the standard can only
be applied by first-time
adopters of IFRS and that
they must elect to do so
in their first IFRS financial
statements. If they do not,
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The International Accounting
Standards Board (IASB)
has issued a request for
information on IFRS 3,
Business Combinations.
It is seeking feedback on
‘whether the standard
provides information
that is useful to users
of financial statements,
whether there are areas
of the standard that
represent implementation
challenges and whether
unexpected costs have
arisen when preparing,
auditing or enforcing
the requirements of
the standard.’
The request for
information is open until 30
May 2014: visit www.ifrs.org

LIMITED PARTNERSHIPS

From 5 April 2014 Limited
Partnership documents
will be available via the
Companies House electronic
search service: www.
companieshouse.gov.uk

FRS 102

The Financial Reporting
Council’s Staff Education
Note 13: Transition to FRS
102, highlights key areas
of consideration when
transitioning to FRS 102.
It provides examples of
the impact of FRS 102
on accounting estimates,
business combinations,
revaluation, development
costs and borrowing costs.

It then shows example
reconciliations of equity and
profit and loss. It can be
found at www.accaglobal/
advisory

UK CHARITIES

The Charity Commission
and the Office of the
Scottish Charity Regulator
(OSCR) have issued an
information sheet on
how trustees should
prepare a strategic report.
All large and mediumsized companies are
required to prepare a
strategic report for periods
ending on or after 30
September 2013.
Small charitable
companies are exempt
from the requirement to
prepare a strategic report.
Small companies are
defined in section 381
and section 382 of the
Companies Act 2006.
A company qualifies
as small in relation to its
first financial year if two
or more of the following
qualifying conditions are
met in that year:
1 Annual turnover (gross
income) not more than
£6,500,000

2 Balance sheet total not
more than £3,260,000
3 Average number of
employees not more
than 50.
A group qualifies as
small in relation to its
first financial year if two
or more of the following
qualifying conditions are
met in that year:
1 Aggregate annual
turnover (gross
income) not more
than £6,500,000
(or £7.8m gross –
before consolidation
adjustments)
2 Aggregate balance
sheet total not more
than £3,260,000
(or £3.9m gross –
before consolidation
adjustments)
3 Average aggregate
number of employees not
more than 50.
The information sheet
explains that ‘affected
charities should
incorporate the strategic
report into the trustees’
annual report and
accounts (TAR). In approving
the TAR, charity trustees
must also approve the
strategic report.’

BUDGET 2014
The Budget will take
place on 19 March.
ACCA will issue its
Budget newsletter and
guidance within 48
hours. The ACCA
Budget breakfast
will take place on
20 March.
More details at www.
accaglobal/advisory
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CHARITY SORP
The revised SORP is expected to be available online
towards the end of June, with a hard copy following
later. Feedback from the SORP consultation included
a number of suggested changes, including options
for charities using the Financial Reporting Standard
for Smaller Entities. Commentary on the changes and
feedback can be found at http://tinyurl.com/cc-sorp
Clearly there will be a significant impact for trustees,
charities and advisers during this period of change. You
can find out more at www.accaglobal/advisory

The information sheet
states that all charity
companies that are not
small must prepare a
strategic report which
must be approved by
the charitable company
directors. It must contain:
a fair review of the
company’s business; and
a description of the
principal risks and
uncertainties facing
the company.
In section 4.3 of the
information sheet it is
highlighted that ‘as most
of the information required
by the strategic report is
already required under
SORP 2005, to remove
unnecessary duplication,
the strategic report should
be included within the
trustees’ annual report
as a separate clearly
delineated section headed
Strategic Report. Where
information is provided
in a “strategic report”
section of the trustees’
annual report, it will form
also part of trustees’
annual report and so will
not need to be repeated
in other sections of the
trustees’ annual report in
order to comply with the
SORP’s requirements.’
The information sheet
also states that in ‘approving
the trustees’ annual report,
the trustees must include a
clear statement that they are
also approving the strategic

*
*

report in their capacity as
company directors’.
The information
sheet also contains a
suggested structure for this
combined report with the
following headings:
Reference and
administrative details of
the charity, its trustees
and advisers
Structure, governance
and management
Objectives and activities
Strategic report which
includes:
Achievements and
performance
Financial review
Plans for future
periods
Principal risks and
uncertainties
Funds held as
custodian trustees on
behalf of others.
It is also important to
remember that the strategic
report should be consistent
with the size and complexity
of the charitable business.
You can find out more
about the strategic report
and links to the information
sheet at www.accaglobal/
advisory

*
*
*
*

*
*
*
*
*

ASSURANCE
HOUSING ASSOCIATIONS
Practice Note 14, The audit
of housing associations in
the United Kingdom, applies
now and is based on the
legislation and regulations

which were in effect at
31 December 2013. As
with all practice notes it
provides background and
context for the auditor
and aims to help identify
key business risks. The
practice note considers
the impact of ‘reductions
in grant funding, welfare
reform and the impact on
availability of funding’.
It highlights that many
housing associations
undertake commercial
activities and look at
alternative finance models.
It also provides initial
guidance on where a duty
to report or where a right to
report exists.
The evaluation of the key
business risks reflects the
current issues impacting
on housing associations.
In the practice note each
of the following risks
are considered:
Housing associations
entering into increasingly
complex and risky
financing arrangements
Increasing motivations
for the management of
housing associations
to present a biased
financial picture
Decreasing receipts from
government housing
benefit creating a greater
risk of bad debts and
property voids
As a result of reduction
in government support,
diversifying into

*
*
*
*

non-social housing
activities that may give
rise to increased and
unforeseen risks
Increasing regulatory
requirements for
properties to be
improved, increasing
the costs of housing
associations in an
environment where
there is pressure
on revenues
Risks surrounding
working in partnerships,
joint ventures and nonregistered subsidiaries
Housing associations
may be unable to fund
their pension liabilities
The board may not have
the requisite skills and
experience.
You can find PN 14 at
http://tinyurl.com/
pn14-housing

*

*
*
*

AUDIT QUALITY

The Financial Reporting
Council issued its report,
Audit Quality Thematic
Review: fraud risks and
laws and regulations, on
auditors’ identification of
and response to fraud risks,
and their consideration
of compliance with laws
and regulations by audited
entities. It is aimed
at auditors and audit
committees and suggests a
number of areas where audit
quality should be considered
and ‘enhanced’.
Typical examples from
the report were:
In most audits the
UK Bribery Act 2010
was not identified as a
relevant law that may
have either a direct or
indirect impact on the
financial statements.
Audit committees should
ensure that the entity has
appropriate processes
and controls in place
in response to the UK
Bribery Act 2010 and
enquire as to the steps
that their auditors

*

*
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are taking to address
this risk.
The report should be
read by auditors and
audit committees. As an
example, the following has
been extracted from the
report to illustrate the two
examples above:
‘The annual report
of 15 entities identified
compliance with the
UK Bribery Act 2010
(Bribery Act) as a key risk
facing their business and
described the processes
and controls they had put
in place to mitigate this
risk. However, the Bribery
Act was only identified as
a relevant law by the audit
team in eight of these
cases. In one case, the
audit team did identify the
Bribery Act as a relevant
law for a mining entity
even though it was not
identified in the entity’s
annual report as a key risk
facing the business. In
the remaining audits, the
Bribery Act was neither
mentioned in the annual
report nor identified by the
audit team as a relevant law
requiring consideration.
‘The Bribery Act was
not identified as a relevant
law in either the annual
report or by the audit
team for three of the seven
mining entities reviewed.
In all three cases, the
main business operations
were in countries
which feature highly on
Transparency International’s
perceived corruption
index. For these entities
the Bribery Act should
have been identified as a
relevant law that may have
a direct impact on the
financial statements.’
‘It is clear that ‘more
frequent and up-to-date
training is required to assist
audit teams to identify the
potential risks arising.’
You can find the report at
http://tinyurl.com/frc-fraud
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ACCESS TO FINANCE
ALTERNATIVE FINANCE

Guidance explaining the
alternative forms of finance
available, focusing on loan
platforms, working capital
platforms and equity
platforms, together with
guidance for the investor
and details of ACCA courses
on alternative finance,
are available at www.
accaglobal/advisory

GROWTH VOUCHERS

You can find more on the
government’s launch of
Growth Vouchers, and
the information, support
and opportunities for
ACCA members, at www.
accaglobal/advisory

TAX
COMPENSATION

HMRC has introduced
changes to Extra Statutory
Concession D33 (Capital
Gains Tax on compensation
and damages). From 27
January 2014:
only the first £500,000
of this kind of capital
compensation will
be exempt
HMRC will not normally
provide relief above that
amount, but
anyone who receives
compensation of more
than that amount and
thinks it should not
be chargeable to CGT
can make a claim in
writing to HMRC. There
is no guarantee that
a claim will be upheld
but HMRC will consider
whether further relief can
be given.
The update highlights that
the original rationale for the
change was the high court
case of Zim Properties v
Proctor (http://tinyurl.
com/tax-zim) and states
that ‘HMRC wants to make
sure the tax system is
administered fairly so we

*
*
*

think it is right that anyone
in receipt of compensation
of more than £500,000
should be asked to make a
claim in writing to HMRC if
they believe more than just
the first £500,000 should be
exempt from CGT.’
The concession
clearly states that what
hasn’t changed is that
where ‘compensation or
damages paid is income,
it is taxable to income tax.
This won’t change as this
concession deals only with
capital gains tax (CGT) on
compensation and damages
that are capital sums.’ It
goes on to state that if
‘the compensation can be
linked to an asset which
is chargeable to CGT, the
compensation is taxed as a
capital gain on that asset.
This won’t change. For
example, compensation
paid by an estate agent
because his negligence led
to the sale of a building
falling through is treated as
if it is a capital gain on
the building.’
The concession changes
can be found at http://
tinyurl.com/hmrc-d33

B2C SUPPLIES

The European Union place
of supply VAT rules will
change from 1 January
2015. The changes impact
B2C (business-to-consumer)
supplies including
e-services. From 1 January
2015, the place of taxation
for certain supplies will be
determined by the location
of the customer.
HMRC in its note
rightly states that ‘this is
a significant change and
in order to work out the
country in which VAT due
must be paid, you will
need to keep additional
information that was not
required before’.
It also highlights that
to ‘save you having to
register for VAT in every

EU member state, where
you supply broadcasting,
telecommunications and
e-services, you may opt to
use the VAT Mini One Stop
Shop online service (VAT
MOSS). This will be available
on 1 January 2015, but you
will be able to register to use
it from October 2014.’
These are a few of the
facts highlighted in the note:
If you supply
broadcasting,
telecommunications
and e-services (BTE)
services to businesses
only (including those who
are self-employed) then
these changes do not
affect you.
If you are a business
supplying BTE to
consumers, these
changes will affect you,
so you need to start
planning for them now.
If you supply BTE
services to a mix
of businesses and
consumers, then
these changes affect
you as far as the
supplies to consumers
are concerned.
If your customer does
not provide you with a
VAT Registration Number
(VRN), and you have
no other information
that suggests that your
customer is in business
and VAT registered,
you can treat this as a
B2C supply.
If you supply consumers
through an online store
or gateway, and the
online store or gateway is
acting in its own
name, then they will
normally be considered
to be supplying the
consumer. This means
that the online store
or gateway will be
responsible for declaring
and paying any VAT
due. You will be treated
as supplying the store
and so will be making

*

*

*

*

*
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a business-to-business
(B2B) supply, rather than
a B2C supply. If this
is the case, these rule
changes do not directly
affect you.
More at http://tinyurl.com/
hmrc-b2c

CAMPAIGNS

The Let Property Campaign
targets the residential
property letting market and
offers a chance for landlords
in this sector to get up to
date or put right any errors
they have made. There is
no end date for notification
or payment.
You can find out more on
this and other campaigns,
including the guidance
material that is available, at
www.accaglobal/advisory

NOTICE AND UPDATES

Notice 702: Imports has
been updated. The notice
provides guidance on how
imports are treated for VAT
purposes. The update was
to the section covering VAT
territory of the European
Union with the excluded
column under France now
including Martinique,
French Guiana, Guadeloupe,
Réunion, Mayotte and SaintMartin (French Republic).
Brief 5/14 VAT: Tour
Operators Margin Scheme
(TOMS) Position following
European Court of Justice
infraction decisions
has been issued. HMRC
highlights that ‘some
tour operators may gain
a benefit from including
wholesale supplies within
TOMS’ but for most the
scheme remains unchanged
following the decision.
Brief 04/14 highlights the
issuing of VAT information
sheet 02/14 which provides
guidance on the application
of the zero-rate for VAT
on buildings:
designed as a dwelling
or dwellings
intended to be used for

*
*

a relevant residential
purpose (RRP).
The brief highlights that
some properties could
qualify for zero-rating under
both provisions and that
taxpayers can rely on either
provision when considering
zero-rating for buildings.
Brief 3/14 applies to
providers of residential
accommodation for
students. It provides a
definition of the term
‘student’ which is important
to the understanding
of the VAT treatment
of construction works
used for a relevant
residential purpose. The
revised guidance is in
VCONST15360 – ‘Relevant
residential purpose’ –
interpretation of terms:
Note (4)(d) to Group 5 of
Schedule 8 VATA – residential
accommodation for students
or school pupils: what is a
‘student’? The following is
highlighted in the note:
‘The term “student”
in this context refers to a
person undertaking a course
of educational study or
instruction. It covers any
person who is receiving
education or vocational
training from a university
(or a centrally funded higher
education institution or a
further education institution)
or from any other supplier
who is providing similar, or
the same type of, education
or vocational training to
a similar, or the same,
academic standard.
Examples include
(but are not necessarily
limited to) individuals
who have left school and
are undertaking higher or
further education or training
with a view to:
1 obtaining a generally
recognised academic or
professional qualification
2 maintaining an existing
professional qualification
for which accreditation
is received

3 undertaking a course of
study which, whilst not
leading to a recognised
qualification, has a
high level of academic
content and is intended
to improve the knowledge
and understanding of
the student in an area of
academic interest.
The maintenance of
existing professional
qualifications would
include continuing
professional development
(CPD) applicable in cases
where either:
a professional body
requires from its
members the continuing
recognition of a
qualification
an employer requires
employees to maintain
or improve relevant
technical skills.’
Brief 06/14 VAT: CJEU
Judgment regarding
deduction of VAT on
pension fund management
costs highlights the
HMRC position following
the case, which has
resulted in employers
being able to deduct ‘VAT
it paid on services relating
to the administration of
its employees’ pensions
and management of the
assets of the pension

*
*
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fund set up to safeguard
those pensions, where
the pension fund was
a legally and fiscally
separate entity’.
The guidance goes on
to state that as ‘a result,
HMRC is changing its
policy on the recovery of
input tax in relation to the
management of pension
funds. This means that there
are circumstances where
employers may be able to
claim input tax in relation
to pension funds where they
could not previously.’ They
also highlight that claims
for unclaimed input tax can
be made.
You can find more at
www.accaglobal/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.
It aims to inform businesses
and agents about content,
tools and other information
that has been, or will be,
transferred to the new
site. You can also comment
and suggest changes.
You can find the blog at
https://hmrctransition.
blog.gov.uk

»

CODE OF ETHICAL CONDUCT
The Consultative Committee of Accountancy Bodies
has issued Developing and implementing a code
of ethical conduct: a guide for businesses and
other organisations, which is ‘intended to assist
professional accountants who are seeking to
develop or enhance codes of conduct within their
organisations – be they in business, the public sector
or the third sector.’
The guidance takes accountants through the
process of developing a code, including the questions
to be considered when starting to build a code,
highlighting the importance of good communication
and a commitment to robust ethics. It concludes with
an example of a Code of Ethical Conduct.
You can find the code at http://tinyurl.com/
ccab-code
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RTI

Just as the penalty regime
begins, new information will
need to be added to payroll
submissions. HMRC has
highlighted the following:
a ‘Late reporting reason’
that can be entered on a
Full Payment Submission
(FPS) that’s late
being able to make
your first 2014-15 PAYE
submission any time
after 6 March 2014
providing bank account
details on an Employer
Payment Summary
(EPS) to get quicker
repayments
new fields on an Earlier
Year Update (EYU) you’re
completing for 2013-14
a new online appeals
facility being introduced
in 2014-15
what counts as a
reasonable excuse if you
don’t report on time
updated guidance for
employers exempt
from filing or unable to
file online.
You can find more about
the legislative changes,
FPS and EPS submissions,
why scheme contracted-out
numbers are required and
what to do if you don’t have
the scheme number, how the
employment allowance will
be claimed and other RTI
updates at www.accaglobal/
advisory. You may wish
to join other accountants
expressing views and
considering solutions
to filing and payment
problems, such as the use
of BACS, at www.payerti.org

*
*
*
*
*
*
*

LAW
MONEY-LAUNDERING

The National Crime Agency
has made available a short
guide entitled Submitting
A Suspicious Activity Report
(SAR) within the Regulated
Sector. It is a UK Financial
Intelligence Unit guidance
note that ‘seeks to provide

ACCOUNTING AND BUSINESS

advice and relay best
practice when making a
Suspicious Activity Report
(SAR)’. The guidance takes
users through the process
of using SAR online and
highlights the information
that will be required to
answer key questions.
The guidance is aimed at
all within the regulated
sector and sections in the
guidance are aimed at
financial institutions rather
than accountants. It is,
however, an essential guide
for reporting officers to
use. It can be found with
other anti-money-laundering
guidance at www.
accaglobal/advisory

FUNDRAISING

The Transparency of
Lobbying, Non-Party
Campaigning and Trade
Union Administration Bill
2013-14 applies from 19
September 2014 until the
general election in 2015. It
introduces new rules that
apply to organisations such
as charities undertaking
charitable activities where
‘campaigning’ could
influence the outcome of
an election.
The Charity Commission
has highlighted that
‘regulated activities are
those that are viewed
under electoral law as
to have the effect of
influencing the outcome of
an election; even though
charities must never engage
in party political activity
there are circumstances
where some of their
campaigning activities may
fall within this scope. The
legislation sets limits for
the amount that charities
and other non-party
campaigners can spend on
such activity nationally and
in each constituency during
the regulated period.’
You can find out more
at http://tinyurl.com/
elections-cc ■

CONSUMER CREDIT ACT
As previously highlighted, it is ‘all change’ from 1
April. Accountancy firms have three options:
To decide if they need to register with the Financial
Conduct Authority (FCA);
To assess if they are covered for the activity they
undertake under Designated Professional Bodies
Exempt Regulated Activities, or;
To make sure that they don’t undertake any activity
that would require a Consumer Credit Licence.
On 1 April 2014 the FCA will take responsibility for
regulating consumer credit activities. Currently ACCA
has a Consumer Credit Group Licence in place for
its members in practice, but this will cease from
31 March 2014. Regrettably, all group licences
have been withdrawn by the regulator. If firms
carry on non-excluded consumer credit activities
without the benefit of an exemption under Part 20
FSMA or an appropriate interim permission from
the FCA, after 31 March 2014, this may constitute
a criminal offence.
For a large number of firms the Designated
Professional Body (DPB) Exempt Regulated
Activities regime may be the best option, especially
if they currently undertake work and rely on DPB
registration. If you choose direct registration with
the FCA you will not be eligible to remain registered
under the DPB regime for other work you undertake.
You can see if you are currently registered under
DPB at http://tinyurl.com/fca-register
The ACCA Consumer Credit Group Licence
currently covers the following categories of business:
Category A: consumer credit
Category C: credit brokerage
Category D: debt adjusting
Category E: debt counselling
Category G: debt administration.
Category H1 Provision of credit information services
(including credit repair) You can find examples
highlighting where accountancy firms could come
within the above categories and require a licence,
guidance on DPB cover, guidance on how to obtain
DPB cover and further explanation at
www.accaglobal/advisory

*
*
*
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*
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DATA PAGE
Bank Base Rates

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

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

Retail Prices Index

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

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

Source: Barclays

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

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

March 2014

Figures compiled on 4 February 2014

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

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

Existing Borrowers - Source: Halifax

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

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

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

13th January 1987 = 100

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

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

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

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

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

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

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

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

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

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

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

2013
3.3%
3.2%
3.3%
2.9%
3.1%
3.3%
3.1%
3.3%
3.2%
2.6%
2.6%
2.7%

Source: ONS

HM Revenue & Customs Rates
“OFFICIAL RATE”*

Effective Date
6.3.99
6.1.02
6.4.07
1.3.09
6.4.10

Rate
6.25%
5.00%
6.25%
4.75%
4.00%

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

INTEREST ON UNPAID / OVERPAID
INHERITANCE TAX

Effective Date
27.1.09
24.3.09
29.9.09

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

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

Effective Date
6.12.08
6.1.09
27.1.09
24.3.09
29.9.09

Rate
5.50%
4.50%
3.50%
2.50%
3.00%

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

Effective Date
6.11.08
6.12.08
6.1.09
27.1.09
29.9.09

Rate
2.25%
1.50%
0.75%
0.00%
0.50%

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

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

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

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

Late Payment of Commercial Debts
From
1.7.12
1.1.13

To
31.12.12
30.6.13

Rate
8.50%
8.50%

From
1.7.13
1.1.14

To
31.12.13
30.6.14

Rate
8.50%
8.50%

The Late Payment of Commercial Debts (Interest) Act 1998
For contracts from 1.11.98 to 6.8.02 the rate applying is the Bank of England
Base Rate that was in place on the day the debt came overdue plus 8%.

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

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

2012 2013 2014
1.08% 0.51% 0.52%
1.06% 0.51%
1.03% 0.51%
1.01% 0.50%
0.99% 0.51%
0.90% 0.51%
0.74% 0.51%
0.68% 0.52%
0.60% 0.52%
0.53% 0.51%
0.52% 0.52%
0.52% 0.53%

3 MONTH INTERBANK - closing rate on last day of month

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

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

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

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

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

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

Whole GB economy unadjusted
*Provisional

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

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

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

2013
245.8
247.6
248.7
249.5
250.0
249.7
249.7
251.0
251.9
251.9
252.1
253.4

Source: ONS

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

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

2013
1.1%
0.7%
-0.7%
4.4%
2.0%
1.0%
0.9%
0.7%
0.9%
1.1%
0.6%*

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

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

2013
519.8
524.3
530.6
540.6
543.2
550.8
556.7
550.5
553.1
558.5
565.3
553.6

Figures include bonuses and arrears
Source: ONS

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

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

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

All Houses (January 1983 = 100)

Exchange Rates

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

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

% Change Average Weekly Earnings

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

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

2007
2008
2009
2010
2011
2012
2013

YEN
233
198
142
142
133
132
143

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

Source: Halifax
on last working day

€
1.47
1.25
1.08
1.12
1.13
1.20
1.18

2007
2008
2009
2010
2011
2012
2013

DECEMBER
YEN US$ SFr
222 1.99 2.25
130 1.44 1.53
150 1.61 1.67
127 1.57 1.46
120 1.55 1.45
139 1.62 1.48
173 1.65 1.47

€
1.36
1.04
1.13
1.17
1.20
1.23
1.20

Income Support Mortgage Rate
Effective Date Rate

Effective Date Rate

Effective Date Rate

17.12.06
18.2.07
17.6.07

12.8.07
13.1.08
16.3.08

18.5.08
16.11.08
1.10.10

6.58%
6.83%
7.08%

7.33%
7.08%
6.83%

6.58%
6.08%
3.63%

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

SCOTTISH COURTS

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

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

Data specially compiled for

by

the adviser’s portal

www.moneyfactsgroup.co.uk

The UK’s largest provider of savings and mortgage data
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The shape of things to come
With regulators, standard-setters and investors all driving major changes to audit,
the effects are being felt right around the world, says Robert Bruce
Post-financial crisis, the
world resembles nothing
less than a vast jigsaw of
regulators, auditors and
investors seeking to bring
about intricate, and not
always connected, change.
The EU is moving to
limit the length of tenure of
auditors. The International
Auditing and Assurance
Standards Board (IAASB)

ACCOUNTING AND BUSINESS

is talking about changes
to the audit report and the
idea of disclosing more
information on how audits
are performed. The UK
Financial Reporting Council
has been either bold or
jumped the gun, depending
on your point of view, in
saying that companies
should put their audits out
for tender every 10 years.

In the US, the Public
Company Accounting
Oversight Board is
consulting on audit reform,
including discussion of what
it calls critical audit matters,
while India is looking at
measures to provide for
auditor rotation.
And at the end of 2013,
KPMG picked up the audit
of global giant Unilever

from its rival PwC, partly
because the company, with
its Anglo-Dutch roots, was
anticipating a forthcoming
2016 rule change in the
Netherlands, forcing a
regular switch of auditors.
The pace of change
and the interconnecting
consequences are
influencing behaviours right
around the globe and are
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POINTS OF VIEW
‘The next few years will see enormous changes in the audit market. We are already
seeing regulatory change bringing rotation of auditors and more tendering for audit
appointments. But it is important to ensure that this results in greater effectiveness
and not just an extra cost for business. Amid all this regulatory change, we must not
lose our focus on audit quality and keeping audit relevant. The real challenge ahead
is to achieve global collaboration in the development of audit, including in emerging
economies where, in my experience, the value of audit is well recognised.’
Sue Almond, ACCA technical director
‘Personally, I believe the confidence in the world of audit has gone. There is a need for
a rethink on the audit report. Do we have to have one every year? Why not every three
years? To some degree the issue of rotation of auditors is cosmetic. Public interest
entities will get closer to their auditors. The audit won’t be an annual statement; it
will be a continuous process – little and often, rather than one big event. And that will
push companies to report on a regular basis rather than pushing earnings to the one
point in time, as many do now.’
Alex Fawcett, World Bank Centre for Financial Reporting Reform
‘We need to look at the value of audit and how it will evolve. Currently it is an audit
of historical financial statements; in future it may well go beyond that. In numerous
jurisdictions we have quarterly reporting and I think in the future that will become
continuous information or a very frequent basis of reporting. Stakeholders will
demand this and we need to understand what the role of the auditor will be. With
audit thresholds rising, smaller companies are not in the audit band. We need to
discuss what kind of assurance should be provided.’
Shariq Barmaky, audit partner, Deloitte Singapore and South-East Asia, and member
of ACCA’s Global Forum for Audit and Assurance

◄ FLAVOUR FOR NO MORE THAN A DECADE

Unilever moved an audit contract held for 26 years by PwC to
KPMG in anticipation of mandatory auditor 10-year rotation

likely to continue doing so
for years to come.
‘The biggest change is
the exposure draft from
the IAASB,’ says Shariq
Barmaky, audit partner
with Deloitte Singapore
and South-East Asia and
a member of the ACCA
Global Forum for Audit
and Assurance. ‘The
proposed revisions to
auditor reporting change

the extent of reporting and
communication.’
The changes echo calls
from stakeholders. Brendan
Murtagh FCCA, IAASB
member and past president
of ACCA, says: ‘There
have been lots of calls for
improved transparency
and a greater level
of understanding.’

Both sides of equation
More information is likely
to help both sides of the
audit equation. Users should
have much more meaningful
information to work with,

while auditors will be able to
explain their concerns and
the nature of their workload.
‘Users will be able to
see the most important
matters which have been
discussed with the auditors
and that will help bridge the
expectation gap,’ Barmaky
says. ‘Users will see more
issues than they have seen
in the past.’
The trick, as ever, will
be making the information
useful. Murtagh says: ‘The
real challenge will be in
years two and three of this
degree of disclosure. After

▌▌▌’USERS [OF ACCOUNTS] WILL BE ABLE TO SEE
THE MOST IMPORTANT MATTERS DISCUSSED WITH
AUDITORS. THEY WILL SEE MORE ISSUES THAN BEFORE’

the initial implementation
the next few years can be
seen to be simply the same
stuff and then it becomes
boilerplate.’
The effects are being
felt all around the world.
Consistency, though, is not.
Murtagh warns: ‘If we don’t
have global convergence
in standards there will
not be commonality or
comparability and that
would be very damaging.’
And there is the timing
too. The time that it takes
to come up with a standard
that can be accepted around
the world is a lengthy one.
Partly this is down to the
complexity of markets and
companies, but partly it is
down to the process itself.
Murtagh says: ‘One of the
problems is the length
of time a standard-setter
takes. It needs to be timely
enough. But it’s a very big
challenge indeed.’

»
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And the degree of
difference around the world
can seem extraordinary.
In one sphere there is a
demand for assurance
on non-financial work;
introducing integrated
reporting will prove a
challenge, for example.
And at the other end of the
spectrum, audit itself is
under pressure.

Death of audit?
Alex Fawcett, a team
member of the World
Bank Centre for Financial
Reporting Reform, speaking
in a personal capacity, says:
‘The auditing profession is
dying in many countries.
When you look at mediumsized enterprises – those
which are not public interest
entities – the whole issue of
pushing up the level of audit
exemption, combined with a
high level of CPD, is seen as
a huge challenge, along with
the scale and cost of audit
technology and software.
In many countries we will
see the audit profession
disappear. State bodies will
take over and the process
then becomes compliance
rather than pursuing a true
and fair view.’
But the demand for
credible, trustworthy
information is set to grow
exponentially. ‘There is a
demand for continuous
information,’ says Barmaky.
‘We are in a world of social
media. In Singapore we
already have quarterly
reporting and it will
become continuous or very
frequent reporting.’
What gives people
confidence is regular
information, adds Fawcett.
The audit world may think
it has enough on its plate
already. But there could be
much more to come. ■
Robert Bruce is an
accountancy commentator
and journalist
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WHAT’S ON THE HORIZON?
Scanning the horizon is an activity that comes high on the list of priorities for David
Barnes, UK managing partner for public policy at Deloitte. Barnes (pictured) is also
chairman of the Policy and Reputation Group (PRG), a body that looks to ensure
that public interest issues are at the heart of what the larger accounting firms think
about and do. PRG represents the largest six UK firms, and admits representatives
of accountancy bodies and the mid-tier firms as observers at its meetings.
‘It is a forward-looking body,’ Barnes says, ‘and it is there to help the largest
accountancy firms to identify and respond to public interest issues. We try and look at
the firms through the eyes of external stakeholders.’
It has been a turbulent time for the big firms with the UK investigating the market
for audit services and an EU initiative to shake up competition in the audit business.
Barnes says: ‘If you look back two years there was a lot of focus on those two
initiatives. These processes have already resulted in enduring change in the audit
profession with, for example, a clear increase in the number of tenders coming to
market. Although the EU debate is still ongoing, I believe we now have an opportunity
to move on. We are looking ahead at issues involving audit, tax and ethics, and also
more broadly at the business and societal contribution that the big six firms make.’
This will include contributing to the project the UK Financial Reporting Council
(FRC) has launched on the future of audit. ‘I recognise that the FRC needs to lead
this project, but we have a lot to contribute to that debate,’ Barnes says. ‘We will be
looking at both input measures like training and at external measures such as formal
feedback from stakeholders like the chairs of audit committees on audit quality.’
Ethics is a large part of all this. ‘All the firms have the highest level of ethics but we
need to ensure that this comes across in the ways we act and be able to explain this to
the man on the Clapham omnibus.’
Barnes also wants PRG to do more work on what he refers to as societal interest.
‘The big six firms on average employ a new graduate every two hours. But we also
need to look at what we can do about social mobility and so we are working to support
initiatives on improving social mobility and the use of apprenticeships.’
And out on that horizon they need to be constantly looking out for issues which
could affect the profession more broadly. ‘Our role is to ensure that we not only shape
current thinking but also act as a catalyst to develop new thinking,’ he explains.
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The view from

‘

SUCCESS WILL COME TO YOU IF YOU ARE
PASSIONATE ABOUT YOUR WORK’
MADAN SALHAN FCCA, MANAGING DIRECTOR,
SALHAN ACCOUNTANTS
Salhan Accountants is
based in Birmingham.
I work closely with an
in-house team of tax
professionals, lawyers and
barristers.
The practice also draws
on the skills of a pool
of external experts,
including lawyers,
insolvency practitioners
and ex-HMRC professionals. My
specialities are tax investigations,
forensic accounting, financial disputes,
partnership disputes, financial matters
in respect of matrimonial disputes and
tax planning.
No two days are the same in my role,
which is why I thoroughly enjoy it.
I can be dealing with a sole trader’s
accounts one day and the next day
I could be dealing with a serious
fraud case.
I take great pride when putting into
practice my extensive commercial
knowledge, which was acquired during
my time as a divisional director for
a multimillion-pound organisation. It
comes into great use when considering
investment opportunities and building
strategic alliances at the practice.
In practice, there are
areas when things are
not so clear cut. My
work involves having
the conviction that
my clients’ legal
tax submissions
are correct and

► CITY BEAST
Sculpture outside
Birmingham’s
Bullring centre

fighting their corner. For
example, I was recently
asked to advise on the
sale of image rights for a
well-known international
footballer. My advice
was to challenge the
assessments and to seek a
negotiated settlement, and
after a long call with HM
Revenue & Customs the
matter was settled.
I believe that competence and bravery
are required in order to effectively
resolve these type of situations. The
ACCA Qualification has given me the
ability to push harder to achieve the
best results for my clients.
One of the other benefits of
membership is that I have been
able to get assistance from fellow
members from different jurisdictions
on issues affecting my clients at
international level. We should all take
more advantage of our connections,
and build on that network.
To state the obvious, I am very proud
to be an ACCA member. The strength
of our professional body is impressive
and we should be very proud indeed,
particularly when we
work together.
As one of my favourite
actors says in a great
Hindi film, ‘don’t run after
success, success will come
to you if you are passionate
about your work.’ ■
Interested in appearing
on this page? If so, please
contact Simon Webster
simon.webster@
accaglobal.com

SNAPSHOT:
TECHNOLOGY
If you work with technology
clients, how savvy do
you need to be about the
latest developments? ‘It
always helps to understand
and be passionate about
the product of your
organisation,’ says Craig
Freedberg, division manager
of Robert Half Finance &
Accounting. ‘However this
is not a prerequisite as
accountancy is a very “sector
transferable” profession. IT
is a very technical and varied
sector, so it’s more important
to understand the accounting
standards in the sector,
rather than the specific
products they sell.’
And what state are your
clients likely to be in? The
sector managed to survive
throughout the recession;
however, all sectors and
companies have experienced
the strains of the last five
to six years. With a lot
of companies investing
in technology, due to the
long-term cost savings it
brings, many tech firms
are performing relatively
well. There should be a
continuation of this growth
curve in 2014.

2,658%

Growth rate in 2013 of
Lovestruck.com, which
came fifth in Deloitte’s 2013
UK Fast 50 winners, a list
of the fastest growing UK
technology companies
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Stretching up
Strengthened by its merger with PKF, BDO aims to reach out and snap up
some of the top-tier market, says managing partner Simon Michaels
This is reflected in the firm’s
ambitions. BDO currently acts in an
advisory capacity for a third of the
FTSE 350; its ambition over the next
five years is to grow this to nearer
50%. It audits a more modest 3% of
the FTSE 350, and hopes to grow this
share to 5% over the same period.

Mid-market motivation
The firm’s strategy, says Michaels, is
to secure its position as a leader in
the mid-market while at the same time
stretching up to grab market share
at the top end. Areas where he sees
potential for particularly high growth
include specialist tax, high net worth
and financial services, although it will,
he says, be some time before market
behaviour changes to the extent that
audits will regularly be switched to BDO.
And the firm is not short of
invitations to beauty parades. ‘While

*

‘Develop a
niche practice
area or
specialism.’

TIPS

This month marks the first anniversary
of BDO’s merger with smaller mid-tier
rival PKF.
The UK’s sixth-largest accountancy
firm worked speedily to unite itself
after the deal was finalised on 28
March 2013, with PKF immediately
rebranded under the BDO banner,
and HR and IT systems integrated
within 100 days. This was followed
by a whirlwind tour by managing
partner Simon Michaels for face-to-face
conversations – in groups of 100 or so
– with the enlarged firm’s 3,500 or so
staff and partners, to discuss strategy.
But with the firms now fully
merged, the 48-year-old marathon
enthusiast has his eyes fixed on the
future, and is enjoying something of a
double boost.
First there is the general
improvement in business sentiment.
Michaels says: ‘We are really pleased
with how the merger has gone, and the
bonus, which we couldn’t rely on when
we did the deal, is that the market’s
started to come back, and that’s added
an extra feeling of confidence.’
Then there are the benefits of the
regulatory changes driven by Brussels,
the UK Competition Commission and
the Financial Reporting Council that
are designed to increase competition in
the audit market. Rarely a week passes
without one or another household
name company announcing a review of
its audit arrangements.
‘We’re seeing a bit more liquidity,
more audit tenders and more people
testing the market than for a very long
time,’ says Michaels.
Not that this necessarily means that
BDO will be picking up large numbers
of FTSE audits. The new rules not only
encourage auditor rotation but also
seek to limit the amount of non-audit
work that firms can do for their audit
clients. Michaels says that in the listed
marketplace companies are more
likely to be switching providers on the
advisory side, rather than in audit, and
that this is where BDO’s opportunities
mainly lie.

*
*
*

‘Have a clear view
on the business,
the market and
how to develop
yourself and
the firm.’
‘Never stop
working hard
at building
relationships –
with clients and
colleagues.’
‘Most importantly,
be yourself.’

▌▌▌’WHILE WE ARE BEING INVITED TO A
LOT OF AUDIT TENDERS AT THE TOP END, WE
ARE TURNING SOME OF THEM DOWN’
we are being invited to a lot of audit
tenders at the top end of the market, we
are turning some of them down because
we genuinely don’t believe they’re going
to change to us, or because we don’t
have a good enough relationship with
them. But there are others that we are
tracking quite carefully where we think
we are in with a shout.’
Perhaps surprisingly, BDO rarely
comes across its most direct mid-tier
rival Grant Thornton in the new spate
of tendering activity.
‘We pitch more against the Big Four
than anybody else,’ says Michaels. ‘If
someone’s selecting people they want
to talk to, they will often go for the
Big Four plus one, and it’s quite often
either BDO or Grant Thornton. So while
we’ve got a lot of respect for Grant
Thornton and we do know them very

well, we don’t bump up against them
in the market very often.’
Despite its merger with PKF, BDO
remains the UK’s sixth biggest firm, with
a combined fee income close to £400m.
That puts it behind Grant Thornton,
which had fee income of £471m for the
year ended 30 June 2013. Both are a
considerable way behind the smallest of
the Big Four, EY, which had annual UK
fee income of £1.7bn for the year ended
30 June 2013.
Does Michaels have ambitions to
leapfrog into fifth position? ‘I don’t lie
awake worrying about Grant Thornton,’
he says. ‘We’re bigger than them
internationally, and that’s a position
our clients care about more than who
is bigger domestically.’
BDO International is a network of
firms in 147 countries with 56,000

»
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people and annual revenues of
US$6.5bn, up 7% on the previous year.
Michaels, who is a BDO International
board member, says: ‘The international
platform is opening up a lot of
opportunities for us because clients
can see we’ve got the ability to deal
with complexity and with international
scale, and that we are developing more
industry expertise as well.’
Expansion – and especially the
time involved in tendering – puts
more pressure on staff. How is
BDO responding to that challenge?
‘Everyone has to stretch a little bit
more to find the capacity to go and get
to know new relationships as well as
service existing ones, so the frustration
isn’t so much around non-chargeable
time, but making sure we’ve got the
capacity to keep growing.’ He adds
that this involves everyone running a
bit faster, but says it is exciting for all
involved because it builds confidence
and momentum.

‘War for talent’
The biggest challenge, he says, is in
recruitment; the firm is planning to
boost its headcount by 500 over the
next 12 to 18 months. ‘For us to do
that, we’ve not only got to retain a lot
of good people but recruit a lot of
good people, and the biggest drain
on the profession at the moment is

£400m

BASICS

64

Approximate annual
fee income of BDO UK.
Fee income for the year
to 5 July 2013 was
£312m, three months
of which reflected
post-merger income.

280

Number of partners in
BDO UK. Pre-merger
PKF had 100 partners.

3,500

Total number of people,
including partners,
in BDO UK. Before
merging with BDO, PKF
had 1,200 people.

22

Number of UK offices.

56,000

Number of partners
and staff in BDO
International network.

6

Ranking in league table
of biggest accountancy
firms in the UK.

▌▌▌’THE INTERNATIONAL PLATFORM IS OPENING
UP FOR US BECAUSE CLIENTS CAN SEE WE’VE
GOT THE ABILITY TO DEAL WITH COMPLEXITY’
people leaving to go to industry. It’s a
clichéd phrase, but you have a war for
motivated talent.’
Ideal candidates, he says, are good
with numbers, good with people and
independently minded.
Michaels sees professional
qualifications as important, both
as a ‘calling card’ for individuals
adding a level of credibility, and for
the accountancy profession as a
whole, so that firms can be seen as
professional organisations rather than
just businesses.
So how can the firm tempt the
people it wants to choose BDO?
‘It’s about career development and
progression,’ he says. ‘It’s about
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conveying what a future with BDO looks
like as opposed to a future elsewhere.’
BDO’s proposition, he says,
is to allow people a real sense of
individuality, and more responsibility
earlier in their careers, in return for
a big commitment in delivering high
levels of service. The firm has invested
in its service proposition over the last
five years, and enjoys high ratings.
Recruitment, however, is not
the only way to expand. Will BDO
be involved in more merger and
acquisition activity? Michaels’
background, after all, is in business
restructuring, the arm of the firm in
which he spent his entire career before
taking the leadership hot seat in 2008.

He points out that the PKF deal
was a genuine merger, rather than one
driven by crisis – the first, he says,
since the merger of Coopers & Lybrand
and Price Waterhouse back in 1998.
‘You had two firms who, strategically,
decided it would be a good thing to
come together,’ he says. ‘No goodwill
changed hands, so it was genuinely
bringing together the economic
interests of both partnerships.’
The enlarged firm kept on all the
professional staff, although there were
some job losses in support functions.
The loss of a handful of clients was
mainly conflict-driven.
Michaels says that BDO is openminded about doing more deals.
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‘The European market isn’t moving as
quickly as the UK economy.’
But he also points to improving
equity markets and a return of
confidence in the US, and underlines
the influence of mid-market businesses
in growth: ‘There are a lot of ownermanaged, private-equity-backed and
smaller listed companies that are
feeling a lot more positive about the
outlook.’ But he adds that what will
really build more confidence is when
people start hiring again.
And on this front, BDO is
certainly doing its bit to boost the
UK’s prospects. ■

2008

Elected
managing
partner of
BDO; re-elected
in 2012.

CV

‘There’s nothing cooking at the
moment but we’re always having
conversations,’ he says. But he says
better times could put the brakes on
consolidation in the sector. ‘Partners
in partnerships love being masters of
their own destiny and don’t generally
want to do deals unless they feel they
have to, which is why strategic mergers
don’t happen very often.’
Although Michaels says he certainly
expects the UK economy to grow this
year – and for BDO to show decent
organic growth as well as merger-driven
growth in its next results – he sounds a
note of caution: ‘There’s still a fragility
to the confidence and what we don’t
want to see is any stalling,’ he says.
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2004

Becomes head of
business restructuring
at firm.

1987

Joins BDO,
specialising in
business restructuring.

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

Richard Waring
finance manager – strategic support, O2

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

www.accaglobal.com
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Merger momentum
In the final article in their series on building a sustainable and successful practice,
Andrew Jenner and Phil Shohet look at the pros and cons of the M&A route

The UK Top 60 accountancy firm
league tables reveal mainly modest
growth in fee income. Some of this is
driven by merger activity, but this is
only the tip of the iceberg as, although
not so visible, the remainder of the
independent sector has been equally
active. Many practices have seen their
rivals growing and becoming ever
more aggressive in the marketplace.
They feel that they simply will not
be able to compete unless they, too,
jump on the merger and acquisition
(M&A) bandwagon.
In the current business climate
firms may be looking for a quantum
leap in growth rather than the
more pedestrian speed of organic
development, and may also be driven
by other factors including the need
for geographical expansion, improving
profitability, acquiring additional
service capability through the
recruitment of specialists or gaining
general practice work as a platform
for delivering services already offered
by the firm.
The impending retirement
of a partner also requires the
reconsideration of what the firm will
need going forward. Does it need a likefor-like replacement, or is a strategic
merger the right route for all concerned
to financially stabilise the outgoing
partner, safeguard the continuing client
base, provide the services clients need
and maintain and improve profitability?

Merger or acquisition always requires
the right reasons and not a knee-jerk
reaction; a good business and financial
case has to be made, avoiding the
pitfalls and the potential deal breakers
that experience shows can impact.
Practice growth comes from two
sources: organic development through
the acquisition of new clients and
the development of added-value
services; or the merger/acquisition
of compatible and appropriate
practices where the combination will
make good business sense and add
value to both parties.

One chance
Although there is a perception that
mergers always confer benefits, the
record in recent years does little to
support this view. Few have proved
disastrous but, equally, few have
resulted in clearly defined beneficial
outcomes. One of the biggest stumbling
blocks is lack of experience. Larger
firms may merge several times over
a period of years, but the majority of
small practices only have one chance to
get it right and the potential for disaster
is therefore greater. The principle often
forgotten is that clients must benefit;
the provision of service value will
produce additional benefits for them,
and thereby additional profitability
for the practice. Other factors have a
bearing but even where succession
issues are the underlying reason, added

value should still be a key driver. A wellconstructed deal does not have to follow
conventional lines if all the parties
involved are to benefit, regardless
of the size of the firm involved. A
certain amount of nipping and tucking
can improve the outcome of the

»

PARTNER STRATEGY
What are we aiming to
* achieve?
Is a merger or acquisition
* required
to fit an identified

*

gap in the firm’s infrastructure
or service coverage?
Will acquired/merged growth
improve the quality of service
to clients and improve profits
per partner?

KEY AIMS
of quality clients
* Acquisition
Greater geographic coverage
* Potential cross-selling of
* professional services
Acquisition of specialist
* services
Acquisition of specialist
* people
Marketing the firm’s existing
* and
new services and
adding value.
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deal provided the basic rule is never
forgotten: Vision + strategic fit + effective
leadership and management = enhanced
and sustainable profitability
Increasing the size of the practice
through a merger or acquisition will not
necessarily and automatically lead to
greater profitability. Few of the things
that determine a firm’s success – client
service, developing new services,
productivity enhancements – are
critically dependent on size. Firms
can, and should, be working on these
aspects anyway, long before they look
to size to solve their problems.
Taking account of the partners’
personal views is essential as they are
probably the biggest prospective deal
breakers in any merger. No matter how
closely they agree on the business
aspects of the deal, when it comes to
their own aspirations and expectations
there is a huge potential for conflict.
All of these should contribute
to improved minimum and average
partner earnings within the short term,
but where succession planning is the
major issue the aim should be for the
final merged firm to provide reasonable
partner exit routes without damaging
future profitability.

Merger or takeover?
There are few true mergers. The reality
is usually a takeover of one firm by
another, with the stronger gaining the
most advantage, ensuring that there is
one management style, organisational
structure and working methodology
adopted across the combined firm.
Often this means that the partners in
the weaker firm must accept terms
that they do not find ideal, or accept
a lesser value on the business than
they think it is worth. Arriving at a
true valuation of the business may be
difficult. Those firms that have changed
to a more corporate structure such as
an LLP or limited company will need a
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valuation mechanism for the interests
of the equity holders in the business
and a means of confirming what
happens on retirement.
For a traditional equity partnership
there are two principal methods of
calculating the purchase price: either
a valuation based on a percentage
of gross recurring fees (GRF) or a
multiple of superprofits available in
the practice. The arm’s length market
emphasis is on the GRF multiple basis,
whereas the superprofits method is of
particular value for a specialist practice
or as a check on the GRF basis.
There are a range of issues on
which both parties must be agreed
if the merger is to be successful.
The management structure and the
development of the business going
forward, individual aspirations of
partners and the compatibility of
working practices and methodologies
all require in-depth discussions
before any deal can be considered.
Cultural fit is vital. Those firms that

have undertaken the most successful
mergers all agree that they cannot
risk damaging their culture and are
prepared to devote time to ensuring
that the people are the right fit. Other
potential issues include agreeing a
name, adopting a common policy for
profit-sharing arrangements, agreeing
retirement plans (and in particular the
issue of goodwill), the hierarchy of the
partners within the merged practice,
and even the management of debt and
the control of working capital.
Due diligence procedures should
begin once there is a willingness and
commitment on both sides to make
any necessary adjustments in order
to create a harmonious fit between
the two firms. This process cannot be
skimped if there are to be no problems
that will be difficult or expensive to
resolve. Both parties must be willing
to divulge financial, client, staff and
other relevant information, and prepare
a financial evaluation covering the
first two years based on realistic and
prudent assumptions.
Caveat emptor! The final piece of
the jigsaw is a considered post-merger
integration strategy to reassure clients
that the service they are receiving
can only improve as a result of the
merger, and to bring staff quickly up
to speed on the aims and objectives of
the combined firm and the part they
are to play in achieving them. Always
remember, though: marry in haste and
repent at leisure. ■
Andrew Jenner FCCA and Phil Shohet
FCCA are directors, Kato Consultancy
FOR MORE INFORMATION:

Part 5: ‘The model – and who runs
it’, www.accaglobal.com/ab66
Kato Consultancy:
www.kato.uk.com

Get up to speed
in record time,
and get back to
doing what you
do best: growing
your business.
Annual Update for the Accountant
in Industry & Commerce 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.

®

Books
Online Reference
Software
Fee Protection
Consultancy
Advice Lines
CPD

Visit www.cch.co.uk/aic for details and to book your place,
email cch@wolterskluwer.co.uk or call 0844 561 8166
CCH is a trading name of Wolters Kluwer. Registered in England and Wales, No 450650. Registered Office: 145 London Road, Kingston upon Thames, Surrey KT2 6SR.
Wolters Kluwer (UK) Ltd is authorised and regulated by the Financial Conduct Authority.
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Pitch perfect
Being often more responsive, focused and faster, small firms can successfully compete
against big firms for new clients – the key is not to try and do it on their terms
Big accountancy firms invest huge
amounts of time and money in
responding to invitations to tender,
scoping meetings, researching the
prospective client and preparing
glossy tender documents with their
firm’s winning proposition. In the
past, this would get them shortlisted,
alongside other firms of similar size
and reputation, and the buyer would
pick the winner from a small pond of
big fish.
Now the tender landscape has
changed, the pool is much bigger and
the fish more varied in size. Due to
new market and economic pressures,
buyers are casting their net much
wider, so smaller firms are finding
themselves in competition with larger
firms as a matter of course, says Chris
Matthews, principal at consultancy
SutherlandsPugh. Many smaller
contenders now make the shortlist,
yet they often finish in second place,
leaving them wondering if defeating
financial giants is ever likely. ‘But
bigger firms are usually the easiest to
beat,’ says Matthews. You just need to
know how.
Many people believe that bigger
means more professional and that,
therefore, bigger firms naturally
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‘deserve’ to win, says Matthews. ‘But
professional skills are not the deciding
factor in winning business – it’s the
firm who works the hardest that wins.’
You need to change people’s
mindset, starting with your own team.
‘Go through all the bad things about
big firms – expensive, partner never
available, etc, and then list all the
advantages your small firm has. Your
people need to see that the big firm
propaganda is wrong,’ Matthews says.
Smaller is better because you are more
responsive, more focused and faster.
‘You can allocate more senior
individuals to lead and deliver the work
too,’ adds Craig McArthur, director at
Venalicium Consulting. You can offer
more realistic fees and flexibility when
it comes to billing and collection – a
real advantage when many companies
still struggle with cashflow. ‘Consider
allowing clients to spread the cost
of service over 12 months and to
stage payments to coincide with their
cashflow cycles,’ says McArthur.
Granted, your larger competitors
do have advantages over you. ‘Perhaps
their spread of offices matches the
client’s,’ says Matthews. But you do
not need to have the offices on the
ground to do a good job. ‘See if you

can pre-empt what the client might be
thinking and rehearse your answers,’
Matthews says.
Can’t afford to wine and dine
them? ‘We don’t focus our efforts on
hospitality but let our quality of service
and high client retention convey why
businesses should choose us,’ says Ed
Gooderham, co-director at Green & Co,
which has successfully pitched against
larger competitors.

The right fit
Paul Boross, author of The Pitching
Bible, believes competing on
responsiveness, personalised customer
care and ease of reach will get you on
the shortlist, but the final appointment
is decided on other factors: ‘If you’ve
been shortlisted, the buyer already
feels you can do the job, so they’ll
make a decision based on subjective
criteria such as relationships,
personalities and cultural fit.’
After all, people do business with
people they like, so research the
influencers and decision-makers
beyond their business and industry.
‘Their LinkedIn profiles will show their
priorities and professional interests
and, sometimes, their interests
away from work, which can be good
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ice breakers,’ says Adam Gordon,
managing director of Connecting
Corporates. But do you connect with
them at this stage? ‘I’d normally
suggest that you do, but you’ll need to
decide whether it could come across
as a sneaky way of achieving influence.
On the other hand, if you connect and
find you have shared contacts, they
may feel closer to you psychologically,’
says Gordon.
Ask for a scoping meeting too and
make sure you meet everyone involved
in the decision-making process. ‘In
competitive pitches, accountants often

needs better than your competitors will
not cut it – you need to back this up
by demonstrating your relevant track
record and expertise. ‘Our research
shows two out of three decisionmakers review prospective suppliers’
LinkedIn profiles, so it’s vital that it’s
immediately clear you have the relevant
experience,’ says Gordon. ‘For example,
you can emphasise certain areas of
your expertise by changing the order in
which you list your skills.’
The smaller firm is more likely to
win in competition with big firms if
it has a track record of servicing a

▌▌▌’PROFESSIONAL SKILLS ARE NOT THE
DECIDING FACTOR IN WINNING BUSINESS – IT’S
THE FIRM WHO WORKS THE HARDEST THAT WINS’
over-rely on their relationship with one
person, generally the owner or the
finance director, but the appointment
decision is usually a collegiate
process,’ says Tim Prizeman, director
at financial PR firm Kelso Consulting.
If you are pitching to an SME, your
smaller size makes for a perfect fit,
provided you can prove that you, rather
than a big firm, are in touch with the
kind of issues they face. ‘This “we’re at
the same coalface” positioning should
resonate with the potential client as
people want to do business with people
who are like them,’ says McArthur.
However, simply asserting that
you can meet the prospective client’s

market niche. ‘Many accountancy firms
try desperately to be all things to all
people – this isn’t a strategy; it is an
absence of strategy,’ says Prizeman.
Green & Co, for example, has over
300 farming clients, and director
Nick Park is himself an active farmer.
Gooderham says: ‘Going against
larger firms is not a challenge for us,
and we aren’t just a practice with an
understanding of farming accounts.’

Mistakes big firms make
Finally, exploit the mistakes that big
firms make when they pitch, advises
Matthews. ‘Assertions of greatness
are difficult for big firms to resist
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BIG MISTAKES
1 Talking about yourself.
2 Asserting, rather than
demonstrating, you
understand the client’s issues
(show, don’t tell).
3 Not doing your homework
(insufficient research and no
scoping meetings).
Chris Matthews, principal at
consultancy SutherlandsPugh

but it’s just background noise,’ he
says. Worse still for those making
grandiose pronouncements is that it
can backfire.
‘What they’re implying is this: “We
are big and you would be stupid not
to work with us.” The client hears
“you are stupid” and doesn’t like it,’
Matthews says. Position yourself as the
logical alternative and just the kind of
people they will want to work with.
‘When you receive the invitation
to tender, call them – big firms will
email – and keep in touch throughout
the tender process by calling once
a week,’ says Matthews. It is quite
possible the other guys will not do
this or do it badly. ‘Also, don’t assume
you’ll be pitching against the big
firms’ individual partners’ towering
reputations, as sometimes they put the
wrong people on the pitching team,’
he adds. ■
Iwona Tokc-Wilde, journalist

ACCOUNTING AND BUSINESS

72
18

ACCOUNTING AND BUSINESS

PUBLIC | SECTOR

73

The view from

‘

‘I CAN HONESTLY SAY THERE IS NOTHING
I WOULD CHANGE ABOUT MY JOB’
EILIDH JOHNSTON ACCA, TRUSTS ACCOUNTANT,
PEOPLE’S POSTCODE LOTTERY
Every day at People’s
Postcode Lottery is
different. I work within
the charities team, which
means I am responsible
for ensuring that all the
supported charities receive
their funding. I regularly
attend trustee meetings,
write financial policies
and prepare management
accounts.
I am responsible for the financial
affairs of seven charitable trusts.
I handle the day-to-day bookkeeping
and prepare monthly accounts and
budgets. I interact daily with the
charities team, trustees, the lottery
finance team and the 43 supported
charities. I also have regular contact
with banks and insurers.
Charities are focused on squeezing
the most impact out of every pound.
This means that major charities have
to behave like multimillion-pound
businesses. I have been involved
recently in the increase of the
percentage given to charities, which
has risen from 22.5% to 25%: this
means that 50p from every £2 ticket
will go directly to good causes. It has
always been our commitment that the
contribution will increase.
I love the variety of my role. Whether
it is preparing management accounts
or going to visit charities to help them
with any issues that they may be
facing, I feel very lucky.
Those starting out in accountancy
must remember that, although it
requires a lot of hard work, it will be
worth it in the end. I think the biggest
thing I’ve learnt in my career is that
you shouldn’t be afraid to take on

new challenges. My ACCA
Qualification has opened a
lot of doors for me.
I made my biggest
professional decision in
January 2013. I decided
that after eight years as
an auditor, specialising in
the charity sector, it was
time for a change. I was
head-hunted by People’s
Postcode Lottery to work as the trusts
accountant. This was the best decision
I ever made.
My greatest achievements have been
my ACCA Qualification and being
involved in the running of seven
charitable trusts. These trusts have
now given over £35.6m to charities.
The ACCA Qualification has given
me a career that is both diverse and
fulfilling. I truly enjoy working with all
of the charitable organisations that our
players support. I find it very rewarding
when I hear what the charities are
using the money for and I am delighted
that in some small way I have been
involved in this process. Without my
ACCA Qualification I wouldn’t be able
to do a job that I love or have had the
opportunity to work with such a vast
range of fantastic causes.
I have recently become an aunt
for the first time. So most of my
time is spent admiring my beautiful
niece Lois. When I am not with my
family I enjoy eating out, walks in the
country and the cinema. Most recently
I have taken up photography, which
has been very useful with the arrival
of Lois! ■
Interested in appearing on this page?
If so, please contact Simon Webster
simon.webster@accaglobal.com

SNAPSHOT:
FLOOD DEFENCE
The Environment Agency
(EA) is the lead body for
flood defence in England and
Wales. It has a range of other
responsibilities, including
enforcement action against
illegal waste operators and
monitoring of air, water and
land pollution. It points out
that while there was flooding
on one day in five in 2012,
on one day in four there was
a drought.
The EA budget has been
significantly cut and staff
costs and capital expenditure
reduced. In 2008–09 gross
expenditure was £1.28bn,
but this fell to £994m in
2010–11, before rising again
to £1.2bn in 2012–13. Capital
spending fell from a high of
£282m in 2009–10 down to
£219m in 2012–13. Funding
from the Department for
Environment, Food and Rural
Affairs (Defra) is rising from
£635m in the 2013–14 year
to £657m in 2014–15.

£636M

Amount EA spent on flood
and coastal erosion risk
management from its
2012–13 £1.2bn expenditure
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The heart of the matter
The NHS’s future-focused finance strategy aims to tackle the service’s funding gap by
bringing finance professionals closer to the centre of decision-making
Partnership is the name of the
game as the NHS moves to being
a fundamentally different type of
service. As the centralised, top-down
structure is replaced by a more
diverse and fragmented system, so the
health service has to find new ways
to coordinate and cooperate. Nowhere
is this more important than in the
relationships between clinicians and
finance professionals.
The ‘future-focused finance: making
people count’ strategy is at the heart
of a new approach to bring the finance
function even closer to the centre of
decision-making. With demographic
changes creating rising financial
demands on the service – NHS England
projects a possible funding gap of
£30bn by 2020/21 based on the current
model of care – the emphasis in the
NHS must increasingly be on value for
money and improving outcomes, not just
a simplistic approach to cost control.
Mark Orchard FCCA is finance
director for NHS England (Wessex)
and leads for the service on futurefocused finance. He explains: ‘What
we all want from finance – clinicians,
general management and the finance

▼ FOCUS ON VALUE

Mark Orchard, NHS England (Wessex) FD

LEADING THE WAY
The NHS Finance Leadership Council was formed through the ‘futurefocused finance: making people count’ strategy to define the finance
function of the future. It consists of the six national heads of the finance
profession in the NHS: Paul Baumann, CFO for NHS England; Richard
Douglas, director general for strategy at the Department of Health; Andy
Hardy, president of the Healthcare Financial Management Association;
Stephen Hay, managing director for provider regulation at Monitor; Bob
Alexander, director of finance at the NHS Trust Development Authority; and
Steve Clarke, finance director of Health Education England.

community itself – is a consistent
focus on value as well as cost, with
value being a function of clinical
outcomes, service quality, patient
experience and cost. All too often
the misplaced perception of finance
is that the only currency is cost. We
need to become more comfortable in
facilitating a broader focus on value.’

Strategic finance
The emphasis on value is part
of a wider stress on thinking
strategically. ‘Finance leaders are
sometimes accused of being shortterm operational, not strategic,
says Orchard. ‘We need to move the
discussion onto being more proactive,
working with our close partners
on how we can rather than why we
can’t. By simplifying often needlessly
complicated approaches we will find
finance more able to influence widely
in support of continued improvements
to health and social care delivery.’
Given the financial pressures that
the NHS is under, finance professionals
must become more closely involved
in key decision-making. To do this
they must develop effective working
relationships with clinicians. Preengagement work for future-focused

finance clearly established that
clinicians were ‘dauntingly positive’
about a closer partnership with the
finance function, says Orchard.
‘This is as much about culture as it
is about technical skills,’ he explains.
‘It is about involving everyone who
works within NHS finance, in every role
at every level.’
The NHS finance function – almost
15,000 people in over 400 statutory
bodies – has traditionally held a
key position in keeping the service
together during periods of significant
change such as the current process of
transformation. So, argues Orchard, it
falls to finance professionals to ensure
the local service continues to pull in
the same direction.
‘We know the challenges,’ he says.
‘Demand is growing. Funding is flatter.
The health commissioning and provision
landscape is still new. So our colleagues
are looking to local finance leaders
at every level to lead and support the
changes that need to happen. This is
why the six national heads of the NHS
finance profession came together to
initiate future-focused finance.
‘No one needed to be persuaded of
the need for an integrated response.
The finance function has always seen

▌▌▌‘THE MISPLACED PERCEPTION OF FINANCE IS
THAT THE ONLY CURRENCY IS COST. WE NEED TO
FACILITATE A BROADER FOCUS ON VALUE’
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► CUTTING EDGE

Prince William observes an operation
at the Royal Marsden hospital in
London, where he is president

itself as having a unique professional
network, whether working in providers,
commissioners or at arm’s length or
regulatory level. And all the national
finance directors were insistent that
development continued in a cohesive
way, despite the new structures
introduced as part of the Health and
Social Care Act.
‘Many of the solutions we need to
see as a health service will need to
be across whole health economies,
with health and social care integrated
around patient needs. Our unity
as a profession is one of our great
strengths and given the integration
agenda, developing the function as a
whole, rather than in silos, has to make
sense.’ This is especially timely given
the emergence of a new generation
of leaders, finance, clinical and
managerial, because of the changes
to commissioning.
At the heart of the new NHS finance
strategy lies a commitment that local
decisions will not be imposed from the

centre, though they need to become
more evidence-based to make best use
of available resources. There must be
comprehensive engagement and buy-in
to a new culture and practice, leading
to local empowerment. Yet the service
also needs to develop mechanisms to
share good practice.

Securing excellence
Essential principles were laid down in
a ‘pre-engagement process’. These are
led by the need to secure excellence
through the allocation of resources to
give the highest quality of care, which
is also safe and sustainable. Processes
and systems must be efficient. The
finance function, clinicians and general
management must operate in effective
close partnership, backed by mutual
understanding. Meanwhile, staff
potential needs to be fulfilled, to make
the NHS a truly great place to work.
A wider process of engagement
has now been launched, in which the
whole service and key stakeholders

are invited to join. The main focal
point for this is a communications
hub based upon the future-focused
finance website. In addition, there
will be a three-month engagement
with key partner bodies, including
ACCA, leading business schools, NHS
managers and parts of the private as
well as the public sector.
After this wider conversation is
completed, there will be a reflection on
how to deliver the strategy. That will
consider how to support the decisionmaking at regional, local and individual
levels. A different balance between
the national and the local goes to the
heart of the NHS reforms. It provides
a challenge that the leadership of
the finance function in the NHS is
determined to meet and overcome. ■
Paul Gosling, journalist
FOR MORE INFORMATION:

www.futurefocusedfinance.nhs.uk
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THINGS
work
beTTer
wHeN
THey are
compleTe

This applies to accountants too. ACCA
accountants are complete finance professionals
– thoroughly trained in all areas of business
and finance including strategy and innovation,
leadership and management, reporting,
professionalism and ethics, taxation and audit.
ACCA develops ‘business ready’ finance
professionals who can help grow your business.

Find out more at
accaglobal.com/complete
The global body for
professional accountants
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Elections to Council
Nominations are invited for members to stand for election to Council at the 2014 AGM
As the governing body of
ACCA, Council has a pivotal
role. It has a wide-ranging
remit that includes:
ensuring ACCA operates
in the public interest and
delivers the objectives set
out in its royal charter
setting ACCA’s overall
direction through regular
approval of ACCA strategy
ensuring governance
structures are aligned to
the effective delivery
of strategy
engaging with members
to explain and promote
ACCA’s strategic direction
acting on behalf of all
members – and future
members (today’s
students)
providing an objective
environment for the
executive team to explore
new ideas or challenges.
Council and the executive
team collaborate to
devise strategy which
is then approved by
Council. Strategy delivery
is the responsibility
of the executive team,
with Council providing
process governance and
performance management.

*
*
*
*
*
*

Whatever their
geographical or sectoral
bases, Council members
do not represent particular
areas or functions. Council
members are elected by the
membership as a whole.
Candidates in the Council
elections come from all
parts of the world and every
sector of the profession, and
represent a wide range of
senior positions. Long-term
or technical experience is
valuable, but so is proven
ability to participate actively
in strategic decisionmaking. Council experience
is not necessary but an
understanding of good
governance is essential, and
personal and professional
integrity must be of the
highest standard.
Specifically, ACCA
expects members to have:
an ability to take a
strategic and analytical
approach to issues and to
see the big picture
an understanding of
the business and the
marketplace
communication and
networking skills
an ability to interact with

*
*
*
*

peers and respect the
views of others
decision-making abilities
an ability to act in
an ambassadorial
role in many different
environments
planning and time
management
a willingness to learn
and develop.
Anyone wishing to stand
must be nominated by at
least 10 other members in
good standing. Candidates

*
*
*
*

GRANT FUELS INTEGRATED REPORTING RESEARCH
ACCA, the International Association for Accounting Education and Research (IAAER)
and the International Integrated Reporting Council (IIRC) have offered a grant of up to
£50,000 to stimulate fresh research into the development of integrated reporting.
Ewan Willars, ACCA director of policy, says: ‘We support the integrated reporting
initiative and we want to see it flourish as it becomes increasingly important to the
accounting and financial world.’
The organisations called for fresh thinking on meeting users’ information needs, the
role of materiality in determining the balance between completeness and conciseness
in an integrated report, and organisational characteristics (the theoretical, policy and
practical issues concerning the application of the framework).
Michael Nugent, technical director – framework development, IIRC, says:
‘Integrated reporting is market-led; it will evolve in line with business and user needs.
This call for research will help the IIRC to continue to develop its understanding of
what those needs are and the role of integrated reporting.’

should supply a head-andshoulders photograph and
an election statement of up
to 500 words. Candidates
must also sign declarations
of their willingness to
comply with, and be bound
by, the code of practice for
Council members.
From 2014, candidates
may also produce a
video in support of their
election statements. The
videos will be posted on a
dedicated section of the
ACCA website, together
with the written statements
and photographs.
Further information on
Council service and the
election process, including
guidance on the production
of election videos and rules
on the use of social media
during the Council elections,
can be obtained at
www.accaglobal.com/ab62
or by sending an email to
secretariat@accaglobal.com
quoting ‘Council Elections’
in the subject box.
The closing date for
submitting nominations is
18 June 2014. ■
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ACCA | ECONOMY

Faith in the future
Confidence in the UK economy continued to strengthen in the last quarter of 2013, with
over two-thirds of finance professionals optimistic about the recovery
UK finance professionals
are increasingly convinced
of the country’s economic
recovery, according to the
ACCA and IMA (Institute of
Management Accountants)
Global Economic Conditions
Survey (GECS).
In Q4 2013, more than
two-thirds – 69% – of UK
respondents to the survey
were optimistic about the
recovery, up from 62% in
Q3. Just under a third (30%)
of respondents remained
pessimistic, down from 36%
in the previous quarter.
However, confidence
among UK respondents in
the prospects of their own

ACCOUNTING AND BUSINESS

organisations fell slightly
in the last quarter of 2013,
with 25% reporting a loss
of confidence, up from
20% in Q3.
Despite this, business
opportunities were stronger
in Q4 2013 than at any
point in the last two years,
with cashflow and demand
conditions improving
strongly for a second
consecutive quarter. Access
to growth capital remained
very strong, building mostly
on improvements earlier in
the second half of 2013,
when the growing supply
of finance finally started to
gain traction.

However, opportunities
for non-organic growth have
been rising exponentially
over the last year, so a lot
of the available funding
may be redirected towards
uses such as corporate
acquisitions, as opposed to
more traditional investment.
As a result UK respondents
reported a small net loss of
business capacity in the last
quarter of 2013, after an
extremely strong six months
to Q3 2013. ■
FOR MORE INFORMATION:

www.accaglobal.com/
ab67

▲ ON THE RISE

Demand improved strongly in
the last quarter of 2013

EVENTS | ACCA
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Upcoming events
ACCA UK runs an exciting programme of events across the country, featuring high-profile
speakers and offering networking and CPD opportunties. Here are some highlights
ENGLAND
BUDGET BREAKFAST

20 March, London
At this exclusive breakfast
briefing you will hear
from Nicky Morgan MP,
economic secretary to the
Treasury. She will be joined
by a panel of experts from
ACCA’s Global Forum for
Taxation who will analyse
the Budget’s implications for
businesses and individuals.

EMPLOYMENT AND
PERSONAL TAXES
UPDATE

19 May, London
This seminar will review
recent developments on
personal and employment
taxes. It will identify all the
specific changes in these
areas and discuss their
practical implications.

BUSINESS AND
CORPORATE TAXES
UPDATE

19 May, London
This seminar reviews
in detail the recent
developments on business
and corporate taxes. It will
identify changes in these
areas and discuss their
practical implications.

GOVERNANCE OF LOCAL
SERVICE OUTSOURCING
21 May, London
Jessica Crowe is the
executive director of the
Centre for Public Scrutiny
(CfPS), a charity that
promotes better scrutiny
and accountability in public
sector decision-making. At

this event, she will present
the headline messages
from a joint research
project between CfPS and
the Local Government
Association on governance
and commissioning.

MONITOR NHS TARIFFS

3 June, London
Igor Popovic, pricing delivery
director at Monitor (the
sector regulator for health
services in England), will
provide some context to
the organisation’s work,
outline the direction of
travel and highlight two of
the key areas looked at when
considering tariff setting:
costing and efficiency.

BREWDOG ON THE MENU
14 March, Aberdeen
This evening event will provide guests with a fantastic
platform to network and to hear from Neil Simpson,
FD of BrewDog. Entertainment will be provided by
magician Kevin McMahon and forensic mind reader
Colin Cloud. This promises to be an unrivalled evening
of captivating magic, mystery and entertainment!

SCOTLAND
BUDGET BREAKFAST

20 March, Glasgow
This event, to be held in
partnership with BDO,
will bring you the latest
news and views on the
chancellor’s Budget speech
from a panel of experts.

WALES
BUDGET UPDATE

19 March, St Asaph
This is a joint event with
Glyndwr University and
IoD. Dr Dominic Swords,
a leading business
economist, author, speaker
and consultant with a City
background, working in
economic intelligence at the
Bank of England, will look
at the Budget implications
for you and your business
in Wales. ■
FOR MORE INFORMATION:

FAWCETT MAKES NEWS
Gillian Fawcett, ACCA’s head of public sector, has been
appointed to the Guardian’s Public Leaders Network
editorial advisory board. Public Leaders Network is
the Guardian’s online section for leaders of all public
services, with news, insight and analysis across the
whole sector at the Guardian.
Jane Dudman, Public Leaders Network editor, said of
Fawcett’s appointment: ‘Having a public sector finance
expert on the board is important, especially as we move
towards the general election. Public spending and how
it is managed is a crucial part of comment and debate,
and we only expect the level of debate to increase.’

www.accaglobal.com/uk/members/events
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The number of formal
ACCA partnerships
with trade associations,
membership bodies,
training providers and
institutions around the
world, including mutual
recognition deals with
professional accountancy
bodies. For more benefits
of membership, go to
www.accaglobal.com/
memberbenefits

ABOUT
ACCA
ACCA is the global
body for professional
accountants.
We aim to offer
business-relevant,
first-choice
qualifications
to people of
application, ability
and ambition around
the world who seek a
rewarding career in
accountancy, finance
and management.
We support our
162,000 members
and 428,000
students throughout
their careers,
providing services
through a network
of 89 offices and
active centres.
www.accaglobal.com
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Employer enhancements
Relaunch of Approved Employer programme retains CPD
streamlining for ACCA members and adds benefits for employers
ACCA has added to the
attractions of its Approved
Employer programme.
The benefits for
Approved Employers
now include exclusive
discounts when using the
ACCA Careers website to
recruit, recognition for the
development they provide
for ACCA members, and

discounts for staff taking
ACCA’s online specialist
finance certificates on topics
including international
financial reporting and
international auditing.
ACCA members working
for Approved Employers
in the professional
development stream
automatically meet ACCA’s

CPD requirements and do
not have to follow the CPD
unit scheme route.
Find out more at www.
accaglobal.com/ab63
If you are not sure
whether your employer is an
Approved Employer, email
members@accaglobal.com
quoting ‘Approved Employer’
in the subject line.

IFAC REPRESENTATIVES MEETING
Members of the boards and committees of the International Federation of Accountants
(IFAC) who are sponsored by ACCA met with ACCA’s chief executive and senior staff
late last year. One new IFAC representative attended: Keto Kayemba FCCA, who has
joined IFAC’s Professional Accountancy Organization Development Committee.
Discussions focused on IFAC’s current strategy and priorities, its value proposition
and future strategy, public interest and policy, and common areas of interest for ACCA
and IFAC in the future. The team also explored ways to ensure that ACCA continues to
support IFAC in representing and developing the profession effectively at a global level.

▲ ACCA’S IFAC LINE-UP

Phoebe Yu FCCA, Compliance Advisory Panel member; Keto Kayemba; Japheth Katto FCCA,
Nominating Committee member; Dorothy Ngwira FCCA, SMP Committee member; Alan
Johnson FCCA, PAIB Committee member; Clare Minchington FCCA, IAESB member (until end
2013); Brendan Murtagh FCCA, IAASB member; Marta Rejman FCCA, IFAC Board member

CHAMPIONING ETHICS
A code of ethical conduct can be effective only if promoted and championed
throughout the organisation, according to a new publication from CCAB, Developing
and Implementing a Code of Ethical Conduct.
CCAB, a forum of six accountancy bodies that includes ACCA and UK and Ireland
institutes, says a code of ethics can help address operational and integrity risks.
The guidance is aimed at professional accountants looking to develop or enhance
codes of conduct within their organisations but is also applicable to a wider audience.
The guidance is available at www.accaglobal.com/ab64
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