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Welcome
TROUBLE AT TESCO

Events at Tesco have all the classic ingredients of an
accounting fiasco: accelerated recognition of income;
delayed accrual of costs; weak leadership of the finance
function, in this case due to the lack of an in-post CFO;
and a company with a culture geared to growth hitting a
period when sales start to flatten.
Then there is the history of past glories. Tesco was at
one time used as a textbook study of growth and success
in many areas, including for its pioneering Clubcard programme.
We cover the events over two articles in this edition. One (page 22) looks at the
reasons behind, and impact of, the shock announcement in late September that
Tesco’s first-half profits would be £250m worse than previously estimated. In the
other (page 24), our columnist Jane Fuller looks at how far it was possible to see
warning signs in Tesco’s accounts.
The affair also provides a stark lesson in the dangers of not having a CFO
at the helm, even for a fairly short period, evidenced by Tesco’s announcement
just a day after revealing the overstatement that it was bringing forward the
appointment of former Marks & Spencer CFO Alan Stewart.
He will face significant challenges, but given the damage the affair has done to
Tesco’s reputation and share price, he is likely to be given the power and latitude
he needs to put things right.
The events will have many FTSE 100 companies scrabbling back to their
annual reports and scrutinising their accounting policies. As we go to press, more
details are expected when Tesco unveils its interim results. So it is likely that we
will be returning to the issues raised in future editions.
There could also be lessons to be learnt from the way Tesco deals with the
immediate crisis and plots a strategy for the future – although whether the
company will regain its former lauded status is at this point far from certain.
Chris Quick, editor, chris.quick@accaglobal.com
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news | pictures

▼ blue sky thinking

As many as 4,000 delegates and 3,000 media representatives
will attend November’s G20 leaders’ summit in Brisbane

▼ EY dispatched

Royal Mail appointed KPMG
as its new auditor, severing
a relationship with EY
spanning 27 years

▲ final accounts

Gone Girl actor Ben Affleck is set to star in
The Accountant, a film about a financial
professional who moonlights as an assassin
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◄ fashion in a fix

Prada chiefs Miuccia Prada
and Patrizio Bertelli are
being investigated by the
Italian tax authorities for
possible tax evasion

▲ fairy-tale ending?

Euro Disney announced a €1bn refinancing deal after
falling visitor numbers and spending at Disneyland Paris

▲ kpmg goes to town

Florence and the Machine singer Florence
Welch performed with other stars at a KPMG
staff team-building party at London’s O2

▲ tremors spread

The protests in Hong Kong have taken a toll on
the city’s retail and tourism sectors

Accounting and Business
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News round-up
Solid growth posted by UK and global firms, Tesco admits £250m profit overstatement,
KPMG offers audit-max, NHS finances take a turn for the worse, LGA sets up audit company
UK FIRMS POST GROWTH
PwC has reported UK
revenues of £2.8bn in the
year ending June, a rise of
5%. Assurance grew by 6%,
tax by 5%, consulting by 4%
and the deals practice by
3%. Profit per partner rose
by 2% to £722,000.
EY’s UK revenues rose
by 8.6% to £1.9bn in the
year ending June. Advisory
grew 15%, assurance 9%,
transaction advisory 6% and
tax 3%. Profit per partner
rose by 12% to £727,000.
And revenues at Grant
Thornton rose by 9% to
£512m in the year to June.
Profit per partner increased
by 10% to £385,000.
Grant Thornton’s strongest
performance was in
advisory, where revenues
increased 15%: audit
revenues rose 4%, while
revenues in the tax practice
were static.

…AS DO GLOBAL FIRMS

Deloitte has reported global
revenue growth of 6.5%
to US$34.2bn in the year
ending May. Consultancy
service revenues rose by
10.3%, tax and legal by
7.7%, financial advisory by
6.8% and enterprise risk by
4.2%. Revenues grew across
all regions.
Meanwhile PwC’s global
revenues rose by 6% to
US$34bn in the year ending
June, led by 24% growth
in India. Advisory services
grew by 10%, tax 8% and
assurance 3%.
And EY’s global revenues
grew by 6.8% to US$27.4bn
in the year ending June,
with revenues in emerging
markets up by 8.7%.
Advisory revenues grew by
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14.4%, transaction advisory
by 6.5%, assurance by 4.5%
and tax by 4.3%.

TESCO COMES CLEAN

Tesco has admitted it
overstated expected
profits by £250m for the
half-year ending August.
The mistake arose from
accelerated recognition of
commercial income and
delayed accrual of costs.
Deloitte has been engaged
to review Tesco’s accounts
and practices, working
with law firm Freshfields.
The Financial Conduct
Authority is undertaking its
own investigation and the
Financial Reporting Council
is monitoring the situation.
See analysis on page 22 and
comment on page 24.

GOLD-PLATED AUDIT

KPMG is to offer all its
UK-listed clients audits
that go beyond minimum
regulatory requirements,
providing broader qualitative
commentary on the state of
the entity. Pilot expanded
reports for three clients –
including Rolls-Royce – met
with positive responses
from audit committees,
management and investor
communities. KPMG said
its approach goes beyond
the requirement for longform audit reports specified
by the UK regulator, the
Financial Reporting Council.

SOVEREIGN NEW GROUP
A national accountancy
group has been created
by private equity firm
Sovereign Capital through
investments of £100m
in SJD Accountancy and
Nixon Williams. The two

TAX DEVOLUTION DEDUCTION
Scotland may lose some central government grant
in return for the devolved power to set corporation
tax following the clear ‘no’ vote in September’s
independence referendum.
Allocations of the grant to Scotland, Wales and
Northern Ireland are currently based on the Barnett
Formula, which enables the devolved nations to spend
significantly more on public services than is the case
in England. William Hague, leader of the House of
Commons, is reviewing devolution arrangements
for the four nations and suggested that the Barnett
Formula ‘becomes less relevant’ as Scotland gains
enhanced tax-raising powers.

businesses will continue to
operate separately using
their existing brands. Jeremy
Newman – the former
CEO of BDO International,
managing partner of BDO
UK and current chair of the
Audit Commission – has

been appointed chairman
of the group. The CEO is
Simon Curry, a former
CEO of telecoms company
Plusnet. Sovereign said the
new group will be the UK’s
largest firm in the contractor
and SME markets.

»

10

NEWS | ROUND-UP

NHS FINANCES WORSEN

Geoff Barnes, Baker
Tilly International CEO and
president, said that MHA
MacIntyre Hudson was a
good fit for the network,
having achieved revenue
growth of nearly 30% in
the last five years. He said:
‘Our due diligence showed
that our values, culture
and work ethic are strongly
aligned and that we are both
committed to delivering highquality advice through the
best people in key markets.’

NHS foundation trusts are
dealing with ‘unprecedented’
financial pressures,
according to sector regulator
Monitor. They reported a
collective deficit of £167m
in the first quarter of
2014–15 – twice the level
of deficit anticipated. Of
the 86 trusts reporting
deficits, 80% were acute
hospitals. Deficits were
recorded despite trusts
achieving £223m of savings,
which were £58m less than
planned. Causes of the
financial problems include
an additional 100,000
emergency patients,
excessive use of agency
staff and the challenge of
meeting cost targets.

ABS LICENCE FOR KPMG

KPMG is the first of the
Big Four firms to obtain
an Alternative Business
Structure licence to operate
a multidisciplinary practice.
This will allow it to provide
integrated legal services to
clients. KPMG said it will not
use the licence to provide
a standalone legal practice
but to offer legal services
where these fit with its other
activities.
Richard Collins, executive
director of the Solicitors
Regulation Authority, which
issued the licence, said:
‘We believe ABS licences
of this type will benefit

MHA JOINS BAKER TILLY

MHA MacIntyre Hudson
has become the UK
member firm of Baker Tilly
International. The former UK
Baker Tilly firm is switching
to RSM International after
acquiring the former RSM
Tenon firm last year, but no
date for its adoption into
RSM has been agreed with
Baker Tilly International.

7 GENERAL MOTORS
(New York and
Toronto, 2010)

5 VISA

(New York,
2008)

19.7 18.1
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9 FACEBOOK

(New York, 2012)

consumers by providing
greater competition in the
provision of legal services,
greater opportunities to
access holistic services,
and potential reductions in
cost by services being made
available in one place.’

INSIDER CHARGES LAID

A former William Morrison
treasurer and head of tax
has been charged by the
Financial Conduct Authority
on two counts of insider
dealing. The charges against
Paul Coyle relate to alleged
trading of Ocado Group
shares between February
and May of last year. Ocado
and Morrisons were at that
time preparing a £200m
joint venture for Ocado to
deliver Morrisons’ online
grocery orders.

LGA AUDIT COMPANY

The Local Government
Association has formed
an independent audit
company to take over some
responsibilities from the
Audit Commission when
it closes in March next
year. The company, to be
called Public Sector Audit

Appointments, will manage
audit contracts for local NHS
bodies, local authorities and
police authorities. It will
operate as a subsidiary of
the LGA’s Improvement and
Development Agency.
Meanwhile, the National
Audit Office is consulting on
a code of practice for local
public audits to ensure that
appointed auditors retain
independence from the
public bodies they audit.

FRC UPDATES CODE

The Financial Reporting
Council has updated the
UK corporate governance
code to improve the
quality of information for
investors about the viability
and strategy of listed
companies. The FRC said
the code ‘raises the bar for
risk management’.
Boards will have to
include ‘viability statements’
in their strategic reports
to give investors more
comprehensive assessments
of long-term solvency and
liquidity. They will also
need to link executive
remuneration to long-term
company success.

8 ENEL

(New York and
Milan, 1999)

17.4
$
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1 ALIBABA (New York, 2014)

* Flotation value subsequently increased
to US$25bn on 16 September 2014

Source EY: ‘Ten largest IPOs ever by proceeds globally’
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IR DRAWS INVESTORS

The quality of corporate
reporting has a direct
impact on analysts’ views
of a company and its cost
of capital, according to a
report by PwC. Its study
Corporate performance:
what do investors want
to know? concluded that
more integrated reporting
(IR) enhances investment
professionals’ analysis of
a business. Only 14% of
investment professionals
think companies disclose
enough information for
them to be confident in
their analysis.
A second study, by the
International Integrated
Reporting Council with
Black Sun, found that 91%
of respondents in IR pilots
reported a positive impact
on external engagement
with stakeholders, including
investors.

AWARD FOR DRUCKMAN
International Integrated
Reporting Council CEO Paul
Druckman has been voted
Personality of the Year for
2014 at the International
Accounting Bulletin’s annual

2 AGRICULTURAL
BANK OF CHINA
(Hong Kong and
Shanghai, 2010)

22.1
US$BN

global industry awards.
Druckman said: ‘I am proud
of the achievement of the
international IR framework
and its contribution to
financial stability and
sustainable development,
and am thrilled that the
IIRC’s work has been
recognised in this way.
‘The credit must
really go to the global
coalition of organisations
and partners who have
supported and shaped the
direction of IR and to the
innovations and leadership
of many organisations
who are adopting IR across
the world.’

Communications
business Coms has
appointed KPMG as its
auditor in place of London
firm Jeffreys Henry. KPMG
has also won a large
contract to review Balfour
Beatty’s project controls
after disappointing results.

INVERSIONS TACKLED

The US has taken action
against corporate
‘inversions’ structured to
avoid taxes. From now on,
overseas inverted companies
will be unable to obtain
earnings directly from a
former foreign subsidiary of
a US parent while avoiding
US taxes. The US Treasury
is also preventing inverted
companies accessing foreign
subsidiaries’ earnings taxfree through loans. Other
measures include making
it more difficult to invert,
and banning some forms of
restructuring.

AUDIT WINS

KPMG has won the audit
contract for newly privatised
Royal Mail, which had used
EY for 27 years. KPMG has
also been appointed auditor
for FTSE 250 residential
property management
company Grainger, whose
auditor had been PwC.
Warehousing equipment
provider Safestore is also
saying goodbye to PwC as
its auditor, replacing the
firm with Deloitte.

CEO FOR CIVIL SERVICE
John Manzoni has been
appointed the first chief
executive of the UK civil
service. He was previously
chief executive of the

3 INDUSTRIAL AND
COMMERCIAL BANK OF CHINA
(Hong Kong and Shanghai, 2006)

21.9

10 NIPPON TELEGRAPH
AND TELEPHONE (NTT)
(Tokyo, 1987)

13.6

US$BN

20.5
US$BN

4 AIA GROUP

(Hong Kong, 2010)

US$BN

18.4
$
US BN

6 NTT MOBILE
COMMUNICATIONS NETWORK
(Tokyo, 1998)
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government’s Major Projects
Authority, having taken on
the role earlier this year.
Manzoni has previously
held senior private sector
roles as chief executive of
Canada’s Talisman Energy
and head of refining and
marketing at BP. Sir Jeremy
Heywood remains Cabinet
secretary and has taken on
the additional role as head
of the civil service after
the retirement of Sir Bob
Kerslake.

BELFAST’S NEW JOBS

PwC is creating 800 jobs
in Belfast through a £40m
investment, including £4.4m
from public body Invest
NI. The firm will develop a
cloud-based management
information services
operation in the city as a
hub to deliver support to
clients around the world.
The latest jobs are on top of
more than 300 staff taken
on by PwC in Belfast over
the last two years.
Deloitte has also
announced an expansion
of its Belfast digital and
analytics hub, creating
another 338 jobs.

»

CHINA TOPS IPOS

Alibaba’s initial public
offering, which floated
on the New York Stock
Exchange in September,
was the largest ever
globally, raising a record
US$25bn.
The e-commerce
giant’s flotation means
that China and Hong
Kong now occupy the top
four spots in the world’s
IPO league table.
Three US companies
and two Japanese
companies also make
the top 10. No UK
business makes an
appearance and energy
business ENEL is the sole
European representative.
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markets, according to
stakeholders attending a
conference at the European
Parliament convened by
ACCA. The event was part of
the European Commission’s
consultation on the impact
in Europe of IFRS.
Richard Martin, head
of corporate reporting
at ACCA and chair of the
conference’s expert panel,
said: ‘Important changes
to IFRS in the pipeline
– including IFRS 9, the
new standard on financial
instruments – were noted
as moving in the right
direction.’

FAMILY MISFORTUNES

EC CRUNCH FOR APPLE
Apple could be required to pay billions of euros in
additional corporation tax to the Irish government as
a result of a European Commission investigation into
allegations of unauthorised state aid.
The commission is considering whether
correspondence from the Irish government indicating
Apple’s likely corporation tax liability constituted an
inducement to locate operations in Ireland. Accounting
practices and Apple’s transfer pricing arrangements
are also being examined. The commission has
also just published a letter that it sent to the Irish
government in June. Both Apple and Ireland deny any
wrongdoing. For more, see comment, page 26

FRC FINES FOR HWCA

The Financial Reporting
Council has announced
that the former HWCA firm
admitted that its conduct
fell below necessary
standards in its audit of
Worthington Nicholls for
the years 2005 and 2006.
HWCA became subject
to a company voluntary
arrangement in March 2010.
The FRC’s tribunal made
35 findings of misconduct
against Paul Newsham,
managing director of
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HWCA. He was excluded
from membership of the
profession for three years.
HWCA received a severe
reprimand, was fined
£225,000 and required to
pay a further £225,000
towards the costs of the
investigation.

IFRS RESPONSE

International Financial
Reporting Standards (IFRS)
are generally meeting their
objective of improving
the operation of capital

Most of the world’s family
businesses are struggling
to obtain external finance
to fund investment, a
KPMG International survey,
Family matters, has found.
While 58% of family-owned
businesses are currently
seeking finance, finding the
right strategic investment
partner is challenging.
Private equity typically
wants to buy the business,
and other investment
partners may see external
investment as part of a
strategy by third parties to
obtain control. KPMG said
lack of finance is holding
back the development of
family owned businesses.
Family firms generate more
than 70% of global GDP.

EU TAX LAWS GO BEPS

The Organisation for
Economic Cooperation and
Development (OECD)’s
Base Erosion and Profit
Shifting (BEPS) Action
Plan is already leading to
changes in European tax
law, according to a study by
KPMG International. The UK
is the first of 44 countries
to formally commit to
using the OECD’s template
for country-by-country
reporting, says the report,
Taking the pulse in the EMA

region. KPMG predicts that
European countries will also
address the related issues
of double non-taxation,
transfer pricing and the
use of hybrid corporate
structures for tax avoidance
purposes.

UK WANTS ‘GOOGLE TAX’
The UK government intends
to prevent companies doing
business in the UK using
what it regards as artificial
structures to report their
profits in other, lower-tax
jurisdictions. A proposed
‘Google tax’ is specifically
aimed at those companies
using the ‘double Irish’ tax
avoidance mechanism so as
not to pay corporation tax
on earnings related to sales
to UK customers.
In September the
chancellor, George Osborne,
told the Conservative party
conference that he would
introduce the measures in
his Autumn Statement in
December. Google declined
to comment but is expected
to argue that sales to UK
customers are conducted in
Ireland and are therefore not
taxable in the UK.

EU IMPLEMENTS CSR

Large European companies
will have to disclose a
range of corporate social
responsibility indicators in
their annual reports from
2017. Last year’s accounting
directive 2013/34/EU
has now been adopted for
implementation. It will apply
to European companies
with more than 500
employees and to public
interest entities, such as
banks and insurers, of any
size. Reports will have to
include information relating
to pollution, human rights,
bribery and corruption,
alongside risk mitigation
strategies. ■
Compiled by Paul Gosling,
journalist
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positive impact

John Veihmeyer, global chairman of KPMG, explains why he believes in the importance
of shaping a corporate culture and how social responsibility is key to attracting top talent

N

obody is prouder of KPMG’s
That claim is backed up by a spree
heritage than its global
of awards that the firm has won as
chairman, John Veihmeyer.
Countries in which KPMG
a business to work for, including
Speaking from his office
operates
being ranked as one of Canada’s top
overlooking the Manhattan skyline,
employers in 2014.
Veihmeyer enthusiastically recounts
Veihmeyer knew early on that he
some of the firm’s brushes with
Staff worldwide,
wanted a career in business, and
history. KPMG, which traces its
including 8,664 partners
studied accounting at the University
roots back to the 1870s, played an
of Notre Dame, a highly ranked
active role in organising the Lendus
bn
school in Indiana. ‘A mentor advised
Lease programme during the Second
Combined global
me that accounting was the most
World War, which allowed America to
revenues in 2013
difficult major in the business area, so
funnel supplies to the Allied Nations.
it seemed like a good start,’ he says.
The firm certified the election that
‘It provided a broad introduction to
put Nelson Mandela in power in
KPMG was founded
many different areas of business that
South Africa, ending apartheid. And
with the merger of Peat
gave me a great start.’
when New York City veered towards
Marwick International and
After university he went straight
financial ruin in the 1970s, it was
Klynveld Main Goerdeler
to KPMG in Washington DC, rather
KPMG that helped put the Big Apple
than the financial hub in New York.
back on track.
‘This was at a time when the economy
‘KPMG has been honoured to play
The year its history can
around DC was diversifying,’ he says.
a role in such momentous events,’
be traced back to
‘Hi-tech firms were proliferating, and
says Veihmeyer, who took up his
we were certainly not just focused
current position earlier this year. ‘We
on public institutions or government
want not just to be successful, but also to make a positive
contractors.’ Veihmeyer quickly rose through the ranks,
impact on the world.’
becoming a partner 10 years after joining the firm, in 1987.
Veihmeyer, who is also the chairman and CEO of KPMG’s
US practice, has a strong reason to feel identified with
Managing partner of DC office
the firm he spearheads. He joined in 1977, the year that
By 2003, he was heading up the DC office as its managing
Gerald Ford handed over the US presidency to Jimmy Carter
partner, setting the strategic direction for the unit. Soon
and Apple Computer was incorporated. At a time when
after this, he became the deputy chairman for KPMG in the
the average US worker stays at a firm for just over four
US and global head of risk and regulation. ‘It was a time
years – equating to about 15 jobs over a working lifetime –
when there was a lot of focus on the quality of our audits
Veihmeyer has been at KPMG for 37 years.
and preventing any conflicts of interest,’ he says. ‘During my
‘The wonderful thing about KPMG is that you can have
time in this job, we developed really robust systems to avoid
20 different careers within the firm without ever leaving,’ he
any risk that our audit judgments would be compromised
says. ‘You get all the advantages of diversity and learning,
– including very solid Chinese walls between parts of the
without ever losing the benefits of having a single employer.’
business offering different services.’
Veihmeyer took over as global
chairman only this year, after Michael
Andrew left the firm owing to ill health.
While Veihmeyer has always been based
in the US, his job is now similar to
that of a roving global ambassador. ‘I
only spend about 10% to 15% of my
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▌▌▌‘We want to be a firm that has a
positive impact on the communities we
operate in and on the world at large’
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TIPS

*

Adopt a mindset of continuous
learning: ‘A lot of people get out of
university and think they are done
with learning [and say] “now let me
get doing”,’ Veihmeyer says. ‘The
world is changing too quickly to think
like that. Intellectual curiosity is a great
virtue in this environment. Try to learn
something every day that you didn’t
know the day before. This may be a new
sector or company. I still feel that I have
far more to learn than I already know.’

*
*
*

Be globally aware: ‘You do not
necessarily need global experience
to be a globally aware citizen. It is
becoming increasingly important
to understand other cultures in the
current business environment.’
Personal integrity: ‘Always recognise
that your personal brand is your biggest
asset. Fostering this is more important
than anything else you are going to do.
When ethical dilemmas arise, protecting
your reputation is the priority.’
Foster professional relationships: ‘It is
critical to build effective relationships
at work. This is a network that can help
you throughout a career. Show genuine
curiosity in the people you meet.’

time in this office in New York,’ he says. ‘For the remainder
I’m travelling between our offices all over the globe. It
is important to be visible and for the staff to hear the
message directly from me.’
Veihmeyer is a great believer in the importance of
trying to shape a corporate culture. ‘This takes up a lot of
my time.’ The firm’s partnership structure gives KPMG,
along with other accounting firms, a head start, he argues.
‘Structure alone will not create a great culture,’ he says,
‘but the partnership model does make this easier to develop
a sense of stewardship – that we are enhancing something
for the next generation.’ Veihmeyer is focusing on several
main priorities during his tenure. The first is quality and
integrity. ‘We are not just interested in getting clients that
will expand the bottom line,’ he says. ‘We also want clients
that will enhance our brand by association.’
Retaining KPMG’s status as an employer of choice
is another priority. One aspect of this is promoting the
firm’s corporate social responsibility agenda. ‘If we want
to continue to attract the best talent in the world and

be an employer of choice, our social programmes are
fundamental,’ he says. ‘We want to be a firm that has
a positive impact on the world at large.’

Educational focus
A long-standing priority of KPMG has been in education,
a choice that chimes with the values of the firm’s highly
educated workforce. Its Family for Literacy programme
has distributed more than two million books to American
children in need and refurbished many school libraries.
Now the scheme is going global, extending to eight new
countries, including South Africa and India. The firm has
also worked to promote higher education among ethnic
minorities, offering scholarships to 39 doctoral students
last year alone. ‘It is really important to get professors from
minorities in front of the classroom,’ he says.
In 2013, Veihmeyer was named ‘Responsible CEO of the
Year’ by Corporate Responsibility Magazine. Two years before
that, he received the CEO Leadership Award from Diversity
Best Practices for his commitment to diversity.
As a strategy leader, Veihmeyer also keeps an eye on the
global economy and public policies that affect accountancy
firms. Here, his outlook is mixed. He is convinced that the
world is reviving well from the 2008 financial meltdown. ‘A
global recovery is creating plenty of opportunities for KPMG
and our clients,’ he says.
This judgment echoes a study KPMG published in July that
surveyed 400 chief executives. Close to two-thirds said they
were confident about growth prospects over the next three
years. In addition, just over a quarter expected record profits
in 2016 and 2017. That in turn will provide extra financial
firepower for firms to invest in the latest disruptive mobile and
cloud technologies. This plays to KPMG’s strengths, according
to Veihmeyer. ‘We have unique capabilities in this area,’ he
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Global chairman, KPMG

2010

says. ‘There are plenty of strategy firms, but we combine this
with deep execution skills.’
Trends in global public policy, however, are less encouraging
for businesses. Turbulence in nations such as Egypt, Venezuela
and Israel has pushed political risk to the fore for some
companies. In rich nations too, many companies are facing
headwinds from shifts in government policies. The KPMG CEO
survey showed that a third of CEOs are spending more time
with watchdogs and other officials, or expect to do so.
‘Tax regimes around the world have been in flux,’ he
says. ‘And as more companies operate globally, tax can
create a lot of complexity.’ Meanwhile, progress towards
the convergence of accounting standards has been more
sluggish than expected. ‘Reconciling local GAAP [generally
accepted accounting principles] and International Financial
Reporting Standards has been progressing slowly,’ he says.
‘In a globalised world, that is a problem. We should clearly
be shooting for a common global set of rules.’
Of course, both of these trends create work for KPMG
and other global accounting firms. ‘But from a public policy
perspective this is far from ideal,’ he says.

Mandatory auditor rotation
One policy that may make the job of accountants harder
is the mandatory rotation of auditors, which was approved
by the European Parliament in April. This requires listed
companies to hire new auditors every 10 years. The rules
were also less severe than a 2011 proposal that would have
required companies to change auditors every six years. ‘We
want to continue to enhance the quality of audits,’ says
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US chairman and CEO, KPMG

2005

Deputy US chairman, KPMG

2002

Partner in charge of audit in Washington
and Baltimore

1999

Lead SEC and professional practice partner
Mid-Atlantic area

Veihmeyer. ‘There are aspects of mandatory rotation that
will make this more challenging.’
Veihmeyer operates in a sector dominated by four giant
firms. These titans, for example, audit 99% of UK FTSE 100
firms and 240 of the next largest FTSE 250, but Veihmeyer
says that rivalry has remained intense: ‘Consolidation has
not made this industry less competitive. We have also had to
become large to meet the needs of our multinational clients.
But when a new contract comes up, you really see how
vigorous the competition still is.’ KPMG is by a narrow margin
the fourth-largest of the Big Four, with US$23.4bn of revenue
last year against US$25.8bn for its nearest rival, EY.
As global chairman, however, Veihmeyer has far broader
goals than merely beating competitors. After years as a
top leader at KPMG, he has long been a powerful voice in
shaping the organisation. Now he finally has a chance to
lead from the front. ■
Christopher Fitzgerald, journalist based in New York
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FOCUS | THE CLOUD

WEATHER REPORT

In association with five cloud service suppliers, Accounting and Business sat down to
consider the cloud – and why a finance department or accountancy firm might embrace it

L

ike the sky-borne fluffy stuff it shares its name
with, the online cloud is a nebulous entity. Is it just
about storage, or does it reach much further into
an organisation’s technology profile? Is it about
infrastructure, software and accessibility? Does it matter,
as long as it works? And how can finance professionals and
accountancy practices benefit from it?
Accounting and Business recently brought together five
experts in the field to pick their brains about what has
become a fast-moving, business-critical area of technology
for finance departments.
CHRIS QUICK: Let’s start with the basics. Do users understand
the cloud, and do they actually need to, as long as it works?
GARY TURNER: Quite often, the debate can break down once
you get a group of IT specialists arguing about what it is.
I think users are much more trusting. They can understand
the basic principles of the cloud as a way of sharing data
and software applications – and they absolutely understand
the efficiencies the cloud can give them.
TIM FOURACRE: It’s a buzzword. Lots of people use cloud
software without realising it; look at online banking, Gmail,
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Twitter and Facebook. It would be much better and much
more transparent if we referred to it as online software. If
you can access it anywhere at anytime, then it is in the cloud.
JITEN MODHWADIA: It is just too IT-centric. It was a stepping
stone to say that it was an innovation. It is hard for the user
to understand the language.
PARAIC NOLAN: I think users are much more interested in the
functionality and the delivery platform than the technology.
Cloud-based apps are being adopted in enterprises because
they can help solve business problems through improved
features and functionality.
ED MOLYNEUX: It’s certainly easier now. Everyone knows you
need to login to access Facebook, and it’s only a small step
from there to remind them that Facebook is in the cloud.
CQ: Imagine you’re in the finance function of a large or
medium-sized corporate or in an accountancy practice,
and you agree it’s the way forward for managing all your IT.
What should you decide before launching into the cloud?
TF: There is really only one issue: what is going to make my
business more efficient? What is going to be easy to use and
save time so I can focus on other areas of the business?
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Round the table
Pictured, from left:
Tim Fouracre, founder and CEO, Clear Books
After training with KPMG, in 2008 Tim Fouracre
started developing online accounting and payroll
software now used by thousands of businesses.

GT: You would also need to ask some tough questions of
your current IT suppliers, such as how much longer you will
be able to get a good service out of their existing on-premise
technologies. As they shift to the cloud, they might not be
investing in their desktop and client-server products, so you
might find yourself on a burning platform.
PN: You should also consider additional functionality, such
as the ability to collaborate. Cloud-based apps can provide
that. There can be a very low barrier to trying things out with
the cloud: if it doesn’t work out, it doesn’t matter, as there
will have been no capital expenditure.
JM: I think accountancy firms view this in a different way.
They talk about risk and security because ultimately it is
about reputation. They want to know whether the hosting
partner is audited by a third party, is transparent and
open, has good governance policies. They will want to know
whether it is well financed, and has the speed and reliability
for their consumers and clients.
TF: I disagree. It is about streamlining client work and
introducing efficiencies so you can free up your time to do
more advisory work. That is the compelling argument.
PN: We also see very little fear over security issues. At a
corporate level, you may see it over corporate governance.
But how secure is the information on a laptop, which can be
left behind somewhere? They will also look at data liberation.
If they want to change vendor, they will want to know how
they can get their data back.

»

Paraic Nolan, CFO and product manager, Big Red Cloud
A qualified accountant, Paraic Nolan was a financial
controller before joining Big Red Group. He has
overseen the company’s growth with on-premise
accounts and payroll solution Big Red Book and most
recently with Big Red Cloud.
Chris Quick, head of publishing, ACCA
Gary Turner, managing director, Xero
A 20-year veteran of the UK’s accounting software
industry, Gary Turner joined Xero after serving as
product group director for Microsoft Dynamics.
Jiten Modhwadia, senior sales executive, cloud
solutions, Exact
Jiten Modhwadia has over 15 years’ experience
working in the software industry and also as a
qualified accountant running his own practice. He has
also worked in roles such as general manager, head of
client experience and business account manager for,
among others, PwC, MYOB and Mamut.
Ed Molyneux (not in shot), founder and CEO, FreeAgent
Former RAF pilot Ed Molyneux is CEO and co-founder
of FreeAgent, a multi-award-winning cloud accounting
system for small businesses and freelancers.
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CQ: That raises the issue of combining legacy
software, such as spreadsheets, with cloudbased applications. Is it possible to be a little
bit cloudy?
TF: Most cloud vendors let you dip your toe
in, and it isn’t expensive. So if you are an
accountancy firm, you can put one client on the
system and explore how it works before making
the leap and putting your whole practice on.
GT: A lot of new practices are being set up that
are 100% cloud from the beginning because they
don’t have a desktop or client-server legacy. They
don’t have the capital to buy servers or PCs,
so the cloud is an obvious solution. That said,
100% cloud firms are still the minority, although
it is the direction of travel.

▌▌▌‘With no capex, you can
sign up to a proliferation of
always-on business apps that
provide anywhere access’
CQ: One of the key questions is how finance professionals,
accountancy practices and end users can future-proof
themselves. Does the cloud offer them that opportunity?
GT: Look at spreadsheets. They can still be used to fill in the
gaps, but have you ever tried using one on a mobile device?
It’s hell on wheels. As touch devices become more prevalent,
and a growing number of people who are used to them
enter the workplace, so the spreadsheet becomes more
compromised and anachronistic. A proliferation of cloudbased apps will cut them off, and the complexity of the data
will make a move to the cloud even more critical.
EM: At our end of the market – freelancers, contractors,
micro-businesses – it’s even worse. A frightening number
of business owners are still using Tesco carrier bags as
their accounting system of record! There’s a tremendous
opportunity, and perhaps even a moral obligation, for
accountants in practice to help these businesses transition
to a much more efficient cloud system, one that’s adding
genuine value and builds a real, future-proof relationship
with that client.
JM: It is the volume of data and the increasing use of data
analytics that are driving the shift. Spreadsheets might be
here for the medium term, but the apps coming out now are
actively trying to move you away.
PN: The cloud offers incredible flexibility. With no capex, a
business can sign up to a proliferation of always-on business
apps that provide anywhere access. As the demands of
business change, the cloud now facilitates that change. That,
in effect, is real future-proofing – the ability to change as
circumstances demand.
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CQ: Is there any advantage
in bigger businesses
doing a ‘big bang’ shift
to the cloud?
GT: It depends on the kind
of business you are in, and
what you are using at the
moment. You could segment it by discipline or geography,
but there will be the implication that you are on a journey.
Being ‘a little bit cloudy’ doesn’t make sense as a long-term
strategy – it would be a ‘Frankensoft’ approach!
JM: Much will also depend on the breadth of functionality
you get with the cloud. If I have the functionality available to
me sitting in the cloud, and I can do customer relationship
management, finance, ‘pick, pack and shift’, and stock
control, then why wouldn’t I want to do that?
EM: We’re certainly seeing larger accountancy practices
taking the big bang approach, especially those dealing with
large numbers of similar clients such as IT contractors.
Once they see how cloud systems can transform their
effectiveness and efficiency, it seems crazy not to embrace
it. One of our larger practice customers just added its
2,000th client; the bulk of the firm’s initial implementation
was done in three months. I think you could say that was a
big bang, although that makes it sound a lot more dramatic
than it was.
CQ: Is there a split between those types of business
pursuing their cloud journey and those pursuing different
strategies for whatever reason? Can you split it along
industry and sector lines or size of business?
TF: Some 20% of our customers are in IT. They were the
early adopters, who inherently understand the benefits that
the cloud offers.
PN: Interestingly, 58% of our customers have five employees
or fewer and predominantly come from six sectors:
construction; independent retail; pubs and cafes; beauty and
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▌▌▌‘Once users see how cloud systems can
transform their effectiveness and efficiency,
it seems crazy not to embrace it’

personal care; logistics;
and motor repairs.
GT: Some 40% of our
customers are those
buying accounting
software for the first
time. There is definitely
a generational aspect to
it – the cloud is becoming
the default technology
for young entrepreneurs, but it is a trend that is apparent
across all industries.

CQ: Finally, what lies on the horizon, what are the
trends, and what will create further disruption?
EM: Well, we know that the internet relentlessly
democratises everything – anything that used
to have skills or cost barriers becomes easy,
cheap and accessible to everyone, thanks to the
internet. And it’s important too for accountants to
realise that progress creates opportunities. We’re
beginning to build the tools that will transform
compliance, tax planning, business mentoring
and business financing. And we’re reducing the
barriers to successfully running small businesses
of any kind, and that’s a worthwhile aim in itself.
PN: You’ll see more companies sharing more
data, where different applications in different
organisations are able to talk to each other. Among
other things, this will improve the whole flow of
payments, often through micropayments, and
drive a reduction in debtor days. And then there
is the internet of things, where physical devices
such as thermostats, car sensors and more can be
individually connected to the internet to provide
real-time data.
TF: Tying up accounting and banking, the two
core services you need to run your business, will be key. The
ability to create bills, do your supplier run, and having that
data imported into your online bank account automatically,
then paid, and then updating your accounting system is
already starting to happen.
GT: It is a data revolution, not a cloud revolution. In
retrospect, the last 35 years from the first personal
computers to today’s smart devices were merely the
necessary foundations for the fully computerised, datadriven world now unfolding, and I think we haven’t seen
anything yet. ■
Philip Smith, journalist

CQ: We’ve heard a lot about big data. How important will
data analytics be in the future of the cloud?
JM: Interpretation will be at the core of this. People will
want to know what information means, and what value there
is in understanding trends. This will create an environment
for businesses that will help them to make smart decisions.
EM: That’s right. It’s our job as software vendors to
submerge complexity and distil volumes of information into
manageable, actionable insights. Our futures will be built
on the ability to use the entirety of data, while preserving
privacy, to add insight or save time, like producing
benchmark metrics and automating reconciliation.

For more information:

Big Red Cloud: www.bigredcloud.com
Clear Books: www.clearbooks.co.uk
Exact: www.exactonline.co.uk
FreeAgent: www.freeagent.com
Xero: www.xero.com
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Check-out time

What next for retailing giant Tesco following three profit warnings, an FCA investigation,
a possible boardroom clear-out and a share price that had already been heading south?

T

he UK’s largest supermarket chain may have taken
its mantra, ‘Every little helps’, a bit too far, after
it was forced to warn investors over a £250m
overstatement in its half-year profits forecast.
Less than a month into his new role as chief executive of
the food retailing giant, Dave Lewis was faced with the
indignity of issuing a trading update ahead of the group’s
interim results, reducing the expected profit figure down
from £1.1bn to £850m.
The reason for the correction? The accelerated
recognition of commercial income and delayed accrual of
costs. Lewis, alongside his chairman Sir Richard Broadbent,
said he would take decisive action. Eight senior executives,
including UK managing director Chris Bush and UK finance
director Carl Rogberg, were suspended pending the outcome
of investigations, while Alan Stewart, group CFO-designate,
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had his start date pulled forward by more than two months
so that he could be brought on board to help bring the
situation under control. Deloitte and law firm Freshfields
were ushered in to carry out an independent review, while
the Financial Conduct Authority (FCA) confirmed it would
investigate the group under the Financial Services Markets
Act to establish whether it was guilty of issuing incorrect,
false or misleading information to investors.

Parachuted in
Two new non-executive directors were also parachuted in at
great speed. Richard Cousins, chief executive at FTSE100
catering group Compass, together with former IKEA Group
president Mikael Ohlsson, joined the beleaguered board,
which had been under fire for some time for an apparent
lack of retail skills.
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But some observers may have also questioned the lack
of accounting skills at a senior level as well. The resignation
of finance director Lawrie McIlwee back in April was put
down to a clash with the then chief executive Philip Clarke,
who was ousted in July. At the time, McIlwee had agreed to
continue to work with Tesco to ensure a smooth handover to
his successor, but it has subsequently emerged that group
finance was, in effect, run by a committee.
There are, of course, accountants at board level: audit
committee chairman Ken Hanna and committee member
Mark Armour. But the audit committee had previously
chosen to play down concerns raised by external auditor
PwC over commercial income. ‘The committee notes that
commercial income was an area of focus for the external
auditors based on their assessment of gross risks,’ states
the group’s latest annual report. But it continues: ‘It is
the committee’s view that whilst commercial income is a
significant income for the group and involves an element
of judgment, management operates an appropriate control
environment which minimises risks in this area.’
It is an admission that might send many audit committee
members at other FTSE 100 companies scrabbling back to
their annual reports. ‘If I were them, I would want to have
another look at their reports, as this is the first thing that

23

independent investigations. While a profit restatement and
investigation into accounting practices is a concern, ‘we are
reluctant to jump to too many conclusions’, he says. The
Financial Reporting Council, which would be called on if
anything untoward were discovered, is remaining vigilant.
However, it should be remembered that the accountancy
watchdog does not have any power over unaudited
statements; currently there is no suggestion of problems
in the last full year set of accounts, audited by PwC, which
covers the period up to 22 February 2014, although the
risk of further restatements cannot be ruled out. As Hugh
Willmott, a professor at CASS Business School, wrote in the
Financial Times recently: ‘Tesco’s black hole is not credibly
viewed as an isolated blunder.’ PwC, which was paid £4.3m
for the 2014 audit, plus an additional £4.7m in non-audit
fees and a further £1.2m in audit-related work, has declined
to comment, while Deloitte is also remaining tight-lipped
about the work it is carrying out for Tesco.

‘Aggressive interpretation’
‘Our best guess is that Tesco has been guilty of some
aggressive interpretation of the accounting guidelines,
rather than any more serious fraudulent activity,’ Hart says.
Instead, he sees the overstatement and investigations as an
opportunity for Lewis to get as much of
the bad news about the company out
as soon as possible. ‘The discovery of
overly aggressive accounting practices
could actually make it easier for him
to make the necessary management
and cultural changes to achieve this,’
he says.
So what next? Three profit warnings, an FCA investigation,
a possible boardroom clear-out, as well as a share price
that had been heading south rapidly even before the
overstatement revelation, does not look good for a company
that can trace its history back almost 100 years to Jack
Cohen’s market stall in London’s East End. With nearly 7,000
stores spread over 12 countries and sales of more than
£70bn producing a 2014 pre-tax profit of £2.3bn, urgent
questions are being asked about Tesco’s future strategy.
It is not alone in facing a vicious price war with its cheaper
rivals, and certainly other similar businesses face their own
difficulties. A possible sale of Tesco’s Clubcard operations
could help with its immediate financial woes, and even the
disposal of its corporate jets might add something to the pot.
But it could well be that a shake-up in the boardroom, driven
by Lewis’s new broom, could reverse poor investor sentiment.
To reiterate that saying, ‘Every little helps’. ■

▌▌▌’the discovery of overly aggressive
accounting practices could make it easier
for lewis to make the necessary changes’
anyone turns to when something like this happens,’ says one
senior auditor at a large accountancy firm.
Commercial income, often referred to as ‘supplier
funding’, is revenue received from suppliers as an incentive
to sell more of its products and to fund promotional
programmes. According to investment manager Charles
Stanley, the practice is widespread across the food retail
industry, but has always been controversial in terms of the
financial pressure it can put on smaller suppliers. ‘It is also
a notoriously grey area in terms of accounting, particularly
when it comes to the timing of revenue recognition,’ says
Sam Hart, equity analyst at Charles Stanley.
Tesco also referred to a delayed accrual of costs, which
is another area of accounting where guidelines are open to
interpretation. ‘We think Tesco may have engaged in some
aggressive interpretation of the accounting guidelines in
an effort to support profitability during a period when the
company has obviously been under significant financial
pressure,’ Hart says, adding that the situation may have
been able to develop in the absence of a finance director
following McIlwee’s resignation.
Hart, along with other analysts and investor groups such
as PIRC, is holding fire until the outcome of the FCA and

Philip Smith, journalist
For more information:

Jane Fuller, Comment, page 24
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How the wheels came off
The long years of growth at Tesco have been succeeded by corporate pain and profit
warnings. Jane Fuller reads the writing on the wall in the company’s accounts
Tesco’s shock announcement that
its first-half trading profits would be
£250m worse than its late August
estimate made me reach for my ‘spot
the dog’ guide, which includes signs
of pressure that can be gleaned from
the accounts.
The warning was the latest in a
series of disappointments that date
back to January 2012. Philip Clarke,
chief executive from 2011 to July of
this year, did not even get to enjoy
announcing peak results for the year to
February 2012.
To what extent could one have told
that trouble was brewing before he
took over from Sir Terry Leahy? The
first point is that a company geared
to growth finds a slowing top line
particularly difficult to handle. In the
five years to 2009, the group’s sales
increased by 60% and operating
profits rose a bit faster than that.
So the group faced a classic profits
squeeze when sales flattened out at
about £64bn in 2011/12. Costs kept
rising and operating margins have
plummeted from the 6.5% enjoyed in
that year.
There were signs that margins were
stretched at the end of the growth
period, which coincided with post-crisis
austerity. In the UK, Tesco’s operating
margin had reached nearly 7% by
the late 2000s. Elsewhere margins
were falling, notably in continental
Europe, home to the company’s harddiscounting challengers.
Clarke’s own view was that ‘we
had been running our [UK] stores
too hot for too long’ in order to
fund international expansion and
acquisitions. With net debt peaking at
£9.6bn in February 2009, after £4.7bn
of capital spending, the UK cash cow
needed cash to help bring that debt
down to less than £7bn.
Management overstretch could
also have been predicted. Just as the
focused discounters were pushing
into the UK, Tesco’s management
was pinning its hopes on other parts
of the world, on online shopping and
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home delivery, and on challenging the
damaged UK banks. And a hidden
problem was coming to light in the
pension fund deficit, which had swelled
to £2.6bn by February this year.
Tesco is a balance-sheet story as
much as a P&L drama. Net assets

fell from £17.8bn in February 2012
to £14.7bn at the last year-end. With
dwindling support from operating
cashflow, capital spending is being
cut to £2.1bn (still £500m above
depreciation and amortisation) and the
£1.2bn dividend bill will be slashed.
The company’s balance-sheet strength,
which includes about £25bn of
property, plant and equipment, is in for
a severe test.
Turning to the main cause of the
latest profit warning, ‘accelerated
recognition of commercial income’
from suppliers: the historic relationship
has been a source of unease. Tesco
has long used its suppliers to fund
working capital. From 2009 to 2012,
it pushed trade payables from £8.5bn
to £11.2bn, as inventory and trade
receivables rose sharply to £3.6bn and
£2.7bn respectively.
In a recent note, JP Morgan’s equity
research team said that ‘supplier
rebates could typically account for
at least 5% of cost of goods sold’
at European food retailers, and so
were ‘very material for earnings’. But
disclosure is poor.
Tesco’s auditor, PwC, put
‘commercial income’ at the head of
its list of ‘areas of particular focus’
in the annual report. Maybe Tesco’s
behavioural problem of delaying
payments to suppliers has come
back to haunt it as an overestimate
of what it will receive back from them
and when.
While the accounts have shown
financial pressure building over a
number of years, just as important
have been loss of market share and
governance issues. The latter came
into sharp focus with this year’s
departures of first the CFO, Laurie
McIlwee, and then Clarke. At least their
successors do not have the ‘growth
company’ baggage. ■
Jane Fuller is a former financial editor
of the Financial Times. She serves on
the Audit and Assurance Council of
the UK’s Financial Reporting Council
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EC sinks teeth into Apple
The European Commission is cutting up rough on Ireland’s sweetheart tax deal with
Apple, arguing that it amounts to unlawful state aid. Peter Williams reports
No country in the European Union
would turn away computer giant Apple
and the largesse it brings. At Cork,
it employs 4,000 people and claims
another 2,500 jobs exist in Ireland
because of its presence. The only EU
country to outscore Ireland is the UK,
where there are 5,000 Apple workers.
Yet those jobs in Ireland come at
the expense of a cut-price corporation
tax bill, according to the European
Commission. And that, says the EC, is
unfair on the rest of the EU as well as
other businesses. The Irish government
and Apple both demur, but the EC’s
preliminary decision says the tax
deals amount to unlawful state aid,
providing financial support, distorting
competition and affecting trade.
So far, so familiar. But the decision
by the EC to publish as much material
as it could, bearing in mind legal
constraint, lifted a lid on the manner
of the dealings between big corporates
and the tax authorities of nation
states. Its 21-page report, headlined
Alleged aid to Apple, provides a glimpse
into the conversations and negotiations
between an unnamed Apple tax adviser
and the Irish Revenue.
The EC focuses on what it calls
‘the contested measures’, which it
describes as ‘tax rulings in favour of

AOE and ASI’, which are two Apple
companies that operate in Ireland.
In 1991 Apple suggested a basis for
determining branch net profit for
Apple Operations Europe (AOE) based
on percentages of operating profits,
subject to a proviso that if overall profit
from Irish operations was less than
the figure resulting from the agreed
formula, that lower figure would be
used. A similar deal was agreed for
Apple Sales International (ASI).
Both deals were modified in 2007
after a negotiation, and the EC has
published a note of the meetings where
the Apple representative mentioned
that Apple was the largest employer
in Cork and, as part of a wider review,
the company wanted to establish a
profit margin on its Irish operations.
Apple also boasted that its net profit
ratio was superior to any other Irish
company and that, of its three profit
sources – technology, marketing and

manufacturing – only manufacturing
related to Ireland.
In a negotiation we’re all allowed to
try it on a bit. Indeed, the Irish Revenue
wasn’t supine. Its representative
pointed out that in the proposed
scheme the level of fee charged to AOE
by the Apple group would be critical.
To counter that argument Apple said
it would be prepared to accept that
all profits would be attributable to
manufacturing activity (and so subject
to Irish tax) as long as there was a
profit on those ceilings of between
US$30m and US$40m.
The best moment of the negotiation
so far revealed then took place.
The Irish Revenue asked if there
was any scientific basis for the
US$30m–US$40m figure. The Apple
representative confessed there was not.
‘However,’ he added, ‘the figure was of
such magnitude that he hoped it would
be seen as a bona fide proposal.’ It’s an
approach worth considering next time
you’re in a tax negotiation, although the
chances of success may not be high.
Among its list of complaints, the
EC says it has seen no documents that
provide an explanation of the figures
agreed in the deal and that there are
inconsistencies in the application of
the transfer pricing method chosen
when determining profit allocation,
which appears to go against the arm’s
length principle.
All this, says the EC, confers a
selective advantage on Apple by
lowering its tax liability in Ireland,
which amounts to illegal state aid.
Naturally, the argument winds on,
with Ireland and Apple required to
respond to the detailed allegations.
Meanwhile Apple continues to sell
millions of devices worth billions of
dollars to grateful consumers across
the globe, who, beyond the odd twinge
of conscience, decline to be overly
concerned by the intricacies or equality
of global taxation. ■
Peter Williams is an accountant and
journalist
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Government: the whole story
Does a single set of consolidated accounts for the entire public sector offer users of
those financial statements what they want, asks ACCA president Anthony Harbinson
One of the things that makes me proud to be an ACCA member is its readiness
to think ahead and to undertake research that looks at broader
issues; it seeks to provide answers to questions facing
entire business sectors or even whole economies.
I was reminded of this by a piece of research
that has recently been commissioned by ACCA in
my own sector.
For the first time an in-depth review is being
conducted on whether the move by some
governments to report their spending as a
single consolidated set of figures is worth the
time and effort.
The research, being undertaken by Durham
University, is looking at Whole of Government
Accounts (WGA). The WGA project has been
seen as encouraging greater transparency and
accountability by setting out single bottom-line
figures for what the public sector owns and owes.
But little is known about how useful these
consolidated reports are to a range of users. The
first stage of the ACCA-commissioned research is
to look at the literature on how these accounts are
used in the UK, Australia, New Zealand, Canada and
Sweden and whether essential users are getting the
information they need.
The research is also looking at the pressures each of
the governments face in producing consolidated accounts
and why they are doing so. The research will also identify
who uses WGA, and how WGA may be affected by changes of
government and in public sector organisations.
The research has huge implications for everyone in the
public sector. It might make uncomfortable reading for some
but hopefully will inspire discussions about the direction
and scope of travel of WGA.
It may also inspire change where it is needed.
As finance professionals one of our key roles is to
translate and explain some complex issues to the
wider business or economic community.
One of ACCA’s responsibilities is to look
at issues that affect its members and their
stakeholders, to ask the right questions
and to make recommendations which
ensure that you as finance professionals
are front and centre in debates around
issues that shape the future of the
profession. I look forward to the findings
of this research along with the results
of other pioneering work that ACCA is
committed to. ■
Anthony Harbinson FCCA is director
of safer communities in Northern
Ireland’s Department of Justice
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The view from

‘

WORKING IN SEVERAL COUNTRIES HAS MADE
ME REALISE HOW IMPORTANT COMMUNICATION IS’
THU ZAW OO FCCA, ASSISTANT FINANCE
MANAGER, GOLDBELL CORPORATION, SINGAPORE
Accountants are no
longer bean counters
in today’s complex
business and market
environment. There
are many financial
divisions and derivatives
that accountants are
expected to understand,
analyse, contribute and
add value. Financial
reporting standards
and government
regulations are also
increasingly challenging
for today’s professionals. I oversee
the full spectrum of functions ranging
from financial analysis and statutory
reporting to budgeting and forecast.
I also act as compliance officer, or
gatekeeper, to ensure that business
units are compliant with company
policies and procedures.
What I enjoy most about my current
role is that I have autonomy to
perform my duties freely with
little constraint. For example, if I
need to I can ask a question that
challenges the general manager
or managing director about their
business decisions. Currently we are
undergoing an enterprise resource
planning system change, which gives
me something to learn about and
exciting tasks to look forward to.
My priorities are to keep pace with
complex and challenging business
activities and to be able to contribute
soundly as a business partner to the
CEO. I need to ensure that the key
performance indicators of both the
finance department and the business
are achieved consistently.
We are in a fairly saturated market in
Singapore and trying to find ways to
grow our business is challenging. The

Singapore government
tightly controls the
automotive industry. To
drive a car you need to
purchase a certificate
of entitlement (COE)
and the government
controls the number
issued. Currently the
COE price is way higher
than a car, putting
pressure on sales and
making growth strategy
difficult to establish.
However, we’re a market
leader and an established company
in the sector, giving us the upper
hand when developing new ways to
expand locally.
I don’t think I’ve seen my biggest
career achievement yet. I have
definitely achieved some level of career
success and qualifications, but I don’t
think it’s the best yet.
Working in several countries has
made me realise how important
communication is. Understanding
a company’s culture makes life so
much easier and it’s not always that
easy to assimilate to new countries
and organisations.
Three things I can’t live without?
First, friends and family; sometimes
we can be quite overwhelmed with the
stress and amount of work that we
are expected to produce, but family
and friends remind me of the most
important things in life, which keeps
me grounded. Secondly, holidays; I
love to travel and retreat to different
cultures and explore landscapes, and
travel at least three or four times a
year for short and long breaks. Thirdly,
smartphone; I like to be connected
anywhere, anytime. ■

SNAPSHOT:
FINANCIAL
SERVICES
The financial services
sector has been through the
wringer in recent years. It
is now subject to previously
unheard of levels of scrutiny
and increasingly regulated.
Neil Owen, global practice
director for Robert Half
Financial Services, says:
‘Financial services hiring has
gained strong momentum
over recent months, with new
roles being created.’
Financial services
positions in greatest demand
include financial directors and
controllers, senior finance and
management accountants,
business partners, and
internal audit professionals.
Owen explains:
‘Accounting and finance
recruitment in financial
services has shifted from
predominantly regulatory and
compliance hiring to a focus
on financial controller and
director-level roles. There is
also a noticeable rise in the
number of senior interim
professionals being brought
in to manage key projects,
particularly on the regulatory
reporting front.’

2.5M

In August, the Financial
Conduct Authority announced
that 2.5 million rejected
compensation claims for
missold personal protection
insurance (PPI) would have to
be reassessed.
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Meet the MINTs
Jim O’Neill, the man who forecast the rise of the BRIC nations and even coined the
acronym, looks beyond the BRICs to the coming economic powerhouses – the MINTs
In early 2014, I tried to encourage
business people and others to focus
on another group of important
emerging economies that I call the
MINT countries, namely Mexico,
Indonesia, Nigeria and Turkey. I did
this via a BBC Radio 4 series, MINT:
The Next Economic Giants, following a
week of travelling around each country
and interviewing a whole variety of
people in each.
So what is a MINT country, and how
do they differ from the BRICs?
It is 13 years since I dreamt up
the BRIC acronym and the rise of
Brazil, Russia, India and China has
certainly been much bigger than I
thought possible back then. China has
become the second largest economy
in the world – well before my initial
prediction that 2015 would be when
the country overtook Japan; indeed,
the Chinese economy is now not far
off twice the size of Japan’s. Brazil
got to be larger than Italy about 10
years faster than I had assumed, and
India and Russia are just inside the
world’s top 10 economies.
Collectively, the BRIC economies
are not far off becoming as large as
the US, something they will probably
achieve by the end of 2015.
For many years, I was frequently
asked what made these countries
unique in the emerging world. After
all, they are not the only ones with
large populations and the potential
for productivity catch-up – the criteria
I used to project their rise. I tried
to suggest that for any others to be
regarded as ‘BRIC-like’, they needed
either to already account for 5% of
global GDP or have the potential to do
so in the medium term.
Many years ago, together with my
then colleagues at Goldman Sachs, I
looked at the BRIC-like potential for the
11 most populous emerging economies
after the four BRIC countries. (We
didn’t include Ethiopia for reasons I
don’t really recall.) I call this diverse
group the Next11. They vary from
OECD members such as Mexico
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the day job
Jim O’Neill is a visiting research fellow to thinktank Bruegel, conducting
research on aspects of global trade, global governance and targeting
higher sustainable economic growth. He is the former chief economist and
head of asset management at Goldman Sachs.
He is also on the board of a number of research organisations and is
one of the founding trustees of the UK educational trust SHINE. He serves
on the board of a number of other education charities and in 2013 became
a non-executive director of the UK’s Department of Education. O’Neill is to
lead a UK government review into the use of antibiotics.

and South Korea to those much smaller
– at present, at least – like Bangladesh
and Vietnam.
Some years later I tried to
encourage business people to stop
thinking of the largest emerging
economies as traditional emerging
economies – their size made them
different – and to define the eight
whose US$ GDP was more than 1%
of world GDP as ‘growth economies’.
This was not to suggest that they
would always grow and never have
any problems, but that they needed
to be distinguished from the rest of
the emerging world and had as many
opportunities in the developed world.

Four of the eight – Mexico, Indonesia,
South Korea and Turkey – were on the
Next11 list.
South Korea is a particularly
interesting economy because it is not
far off enjoying the same wealth as
peripheral European countries such as
Portugal and even Spain. The country
offers a lesson to many lower-income
emerging countries that aspire to
higher wealth; just 40 years ago, South
Korea, too, was a low-income country.
So I thought that South Korea
doesn’t really belong in a ‘MIST’ group
and, when approached by the BBC, I
decided to replace the S with an N for
Nigeria, as this African country, home to
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over 15% of the continent’s population,
has the potential to be very large.

Nigeria
Nigeria is in the news for all the wrong
reasons, with terrorism in the north
getting much understandable attention.
Even without this, some people were
shocked that I would include such a
‘corrupt’ nation along with the others.
Nigeria has massive challenges
perhaps even to stay together as
one nation, but if it can it has huge
potential. Its population of 173 million
is young and its demography suggests
a big jump in the workforce in the
future. Its people have great ingenuity
and I regard the net positive returnees
of the most educated living overseas
as a good leading indicator of growth
potential. If it can implement the
power reforms announced in 2013, the
country could easily grow by more than
10% for years.
And please listen to the iPlayer
discussion I had with the now ousted
central bank governor Lamido Sanusi,
one of the most sophisticated
discussions about corruption I have
ever had.

Mexico
All the MINT countries have challenges
with corruption, as do most countries.
Mexico, which is at the opposite end
of the spectrum in terms of popular

investor mood from Nigeria, also
suffers from it, along with a massive
informal sector.
I enjoyed a fascinating session
with a woman who ran her own
children’s clothing stall on the huge
Tepito market in the middle of Mexico
City. Unless the government can
encourage people like her to join the
formal economy, its much hyped
reforms won’t lead to much.
I also met many of the top
government policymakers including the
president; their reforms are so deep
and wide they make former UK prime
minister Margaret Thatcher’s attempts
seem like those of a pussycat. Throw
in vastly rising competitiveness
improvements as China goes up the
cost and value chain, and Mexico faces
a much better future.

Indonesia
Indonesia is a country that is positively
surprising me since the programme
finished. Of the four MINT countries, I
found it most difficult in Indonesia to
get the ‘wow’ factor.
Where is your equivalent of
Samsung?, I kept asking everyone.
What is your edge over the rest of the
world (other than commodities and
250 million people)?
At the time, they were under the
cosh from the markets due to a
current account deficit. Yet by mid-
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2014, Indonesian equities were one
of the strongest-performing markets
in the year to date and hopes are high
that president-elect Joko Widowi, an
outsider who does not come from the
oligarchical elite, might be able to
boost growth, battle corruption and
spread the wealth. It is a tall order.

Turkey
As for Turkey, it was the first place we
travelled to for the programme a year
ago, not too long after the summer
protests, and – in contrast to the
other MINT countries – we were not
especially embraced by policymakers,
which was perhaps a sign of things to
come. Back then the country had been
engulfed in a political brouhaha that
concerned me, with lots of incursions
into aspects of the democratic lives
I thought Turkish people were being
encouraged to enjoy.
Turkey probably has the most
challenging cyclical imbalances of the
MINT countries, with a high inflation
rate and current account deficit.
Against that, it has much going for
it in the longer term, especially a
geographical location that allows
its best businesses to reach in all
directions of the changing world and
boost their trade, and many are already
doing so with considerable success. ■
Jim O’Neill, economist
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€20.8m Energy
RISK LANDSCAPE

As well as a host of natural and man-made hazards,
global businesses are having to deal with a less forgiving
regulatory and and legal environment, according to
Allianz’s latest global claims review for the years 2009–13.
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€1.23m Engineering
€1.21m Liability

► RISKY BUSINESS

Of the sectors covered
by the review, the
average claim value in
the oil and gas industry
far outstripped that of
all the other sectors
combined.

€1.1m Marine
€1.9m Average

LOSS TRENDS

▲ TOP 10 CAUSES OF LOSS

The top 10 causes of loss by value in the sectors covered by the review accounted for almost 70% of total
financial losses in the period. The list was dominated by non-natural catastrophes.

Energy

Aviation

▲ LOSS LEADERS

The chart above shows the single biggest
cause of loss by value in each of the sectors
covered by the review, along with the share
of that sector’s total loss in terms of both
volume and value accounted for by that
particular cause for claims of €1m+.
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THE SURVEY

Allianz’s Global claims review 2014: loss trends and emerging
risks for global businesses gives the findings of an analysis
of 11,427 €100,000+ insurance claims in 148 countries
across the following sectors: aviation, energy, engineering,
financial lines, liability, marine and property. The full report
is available at tinyurl.com/allianz-review
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technology rules
Nina Tan, ACCA, CFO of Trax Technology Solutions talks about the omnipotence of
technology in shaping the businesses of today and how harnessing it is so vital for success

Q: How has technology influenced the way in which a
business operates?
A: Twenty-first-century technological advancements have led
to prevalent use of the internet, affordable pay-as-you-go
software and low-cost scalable cloud-hosting services.
Through the use of web and mobile-based internet
access, communications can take place instantaneously.
And the ability to harness technology has led to improved
revenue-generating capabilities and boosted productivity.
At Trax Technology Solutions, for example, we play
a formidable part in shaping the global retail business
operations by offering our customers a cloud-based imagerecognition application on their smart devices. The app
takes photo or video images of shelves at retail stores, and
turns them into real-time useful key performance indicators
(KPIs) and data analytics. This capability has allowed our
customers to discover new revenue opportunities.

its own profitability measurement, ie, revenue after netting
off related direct selling costs. All these on just one screen…
Here at Trax, we replicate the same functionality to
our own customers, enabling our first-tier FMCG [fastmoving consumer goods] customers to trace their business
on heat territory maps.
As Trax’s application software is cloud-based, customers
are able to share information and measure KPIs on a realtime basis with accuracy and ease globally – which results
in a common communication platform and the promotion
of a technology-based work culture.
Q: Of the 10 technologies listed in ACCA’s Digital
Darwinism report (see box, opposite), which has had
the most impact in what you do?
A: Business analytics technology has a direct impact on
what I do. Handling big data, which involves combining
unstructured social information,
structured operational data and
financials, has led to new forecasting
techniques that take into account
customer sentiment about pricing,
products, preferences and campaigns.
This cause-effect analysis requires
the unearthing of causes behind the
company’s sales, costs and profits to create meaningful
budgets and rolling forecasts. Analytics help reveal insights
into the revenue and cost drivers.
Let me give you an example of how we used analytics
on data to give insights. Trax customers exist in different
territories with different time zones, and they all need
access to feedback on ground performance data on a realtime basis. To assess the efficiency of how we are using our
human resources, we used analytics to track the peak and
trough service periods. We also made a correlation between
the traffic, time of day and customer location.
With Australia being three hours ahead of Asia, the
service traffic builds to a peak during Asia’s morning and
Australia’s afternoon. The trough occurs in Asia’s afternoon
as Australia would have finished work by then.
The question was whether it would make sense to hire
additional headcount to handle the peak, but leave them
idle during the trough. The cause and effect analytics on
time zones, traffic data and staff availability resulted in the
adoption of a practical solution that requires only the use

▌▌▌Technology creates a huge positive
impact on the finance role, as we escalate
from being reporting- to analytic-centric
Q: What impact has there been within the finance function?
A: Technology creates a huge positive impact on the
finance role, as we escalate strategically from being
reporting-centric to analytic-centric.
My role has evolved from traditional accounting to
one that now takes a more strategic direction, such as
the valuation of data assets, the use of both structured
and unstructured operational data for business analytics,
product pricing, revenue modelling, equity investment
funding and strategic planning.
Q: How has technology facilitated the processes involved
in carrying out the finance function?
A: Technology has helped to transform traditional reporting
documents into insightful, interactive and meaningful
reports for our shareholders.
For example, imagine using global heat maps to illustrate
where our customers are placed: when you click onto any
location it shows instantaneously what, how much and to
whom we sell to. Taking it a step further, each customer has
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WCOA
Top 10 technologies
The ACCA report, Digital Darwinism: thriving in the face of
technology change, lists the top 10 technologies with the potential
to significantly reshape the business and accountancy landscape:
1 Mobile
Anywhere, anytime access to broadband connectivity from
a range of devices, wireless networks, operating systems
and applications.
2 Big data
The massive quantity and variety of structured and
unstructured data from internet-connected systems,
devices and physical objects.
3

Artificial intelligence and robotics
The broad range of machines and computer systems
that show limited characteristics of intelligence.
4 Cybersecurity
Protection from new forms of cyber-risk,
attack, crime and terrorism caused by
increased reliance on personal and data.
5 Educational
Trends and tools that are changing and
enhancing educational achievements,
developments, techniques and possibilities.
6 Cloud
Internet-based technology resources, such as
software applications, computing power and
data storage, provided remotely as a service.
7 Payment systems
New, evolving and emerging internet-enabled
software applications, currencies, payment
platforms, devices and services.
8 Virtual and augmented reality
Technologies that use computer modelling to
simulate, overlay and supplement reality, and
enable people to interact.

9 Digital service delivery
Technologies used to provide online, interactive, self
service, business processes, software and services.
10 Social
Technologies that support social interaction and
are enabled by communications technology,
such as the internet.
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▌▌▌‘Technology has helped to transform
traditional reporting documents into
interactive and meaningful reports’
▲ enhancing reality

An image is pictured through 3D glasses at global visual
technology firm Christie’s 4K 3D technology projection screen
of existing headcount instead of hiring new staff. Basically
overlapping two shifts during the peak hours enabled the
company to trim its operational costs and capital spending.
Q: As a finance professional, what challenges do you
encounter in understanding and applying technology within
your role?
A: The challenge is to understand that business analytics
involve a spectrum of data that goes beyond financials to
include unstructured social media data, and structured data
from other operation legacy systems and sentiments.
In applying technology such as business analytics, it
is important to have a clear objective and the ability to
rationalise complex sets of data. Ask relevant questions so
that you can separate the wheat from the chaff, and focus on
information that counts rather than on information overload.
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In addition, it is not just the
data that we have to analyse:
equally important is our intuition
on the behaviour, emotion and
sentiment of customers and
stakeholders.

Q: Which technology do you think will have the most
impact in the future?
A: The use of artificial intelligence (AI) via computers,
software and machinery for mundane accounting tasks
such as compliance, verification, computational and
repetitive process-driven tasks is imminent, and has the
most immediate impact to finance.
AI produces accurate, cost-effective, consistent and
reliable results. This technology would transform finance
from an accounting role into a strategic role. To enable
finance to be effective in this strategic role, we need
to be equipped with knowledge of business, human,
neuroscience and strategic intelligence.
Q: How does one make the step change from yesterday’s
finance professional to tomorrow’s (ie, from a narrow to
a more strategic role)?
A: As hardware and software get smarter through in-built,
quick-paced, self-learning processes, finance professionals
do not have the luxury to be complacent.
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WCOA
DIGITAL DARWINISM
ACCA’s report, Digital Darwinism: thriving in the
face of technology change, presents the top 10
technology trends that will have the potential to
significantly reshape the business and accountancy
landscape. It draws on extensive consultation with
experts in the fields of accountancy and technology,
academics, members of ACCA’s Accountancy Futures
Academy and the wider membership of ACCA and
the Institute of Management Accountants (IMA).
Accountants and the finance function are part
of the connected world. This is changing the ways
in which they communicate with those in the
businesses they work with and for. Technology helps
them automate and de-skill time-consuming work,
and thereby focus on higher-value work, consolidating
their role as strategic business partners.
By keeping informed about technologies as
they evolve, considering new ones as they emerge,
and then assessing their implications for finance
professionals and those they serve and support,
accountants can be prepared to minimise the
burdens and maximise the benefits.

AI is not yet intelligent enough to replace (or equal)
the complexities of the human brain, as it has limitations
in cognitive development, learning through complex and
emotive experiences, and exercising creativity, randomness
and imagination.
Neuroscience training would enable us to sharpen our
mental capability, capacity, composure and creativity, giving
us head room before AI matures in development.
Q: To what extent will developments in technology
transform the way the finance function, and finance
professionals, operate in the future?
A: Today’s modern finance professional is increasingly
viewed as an influencer, business analyst, catalyst and
strategist with a major role to play in strategy development
and overall business success. Underpinning all of this is
the effective application of technology.
We exist in a new era of mobile business intelligence.
At Trax, we regard the mobile device as a data-generation
and processing point, using location-specific images
to enrich information about buying habits, customers,
suppliers, products and sales personnel. From the
finance angle, mobile capability offers not only information
delivery but also enhances workflow and approvals
processes, such as enabling OCR scanning of receipts
and expenses with a mobile phone as part of modern
travel and expense management processes.

Q: How should finance professionals respond to changes
in order to ensure they and the finance function remain
relevant and instrumental in business strategy?
A: We should embrace technological advancement to
remain relevant in our profession, retain a strategic
business partnering role and add value to the business.
Let me give you an example of why technology is
important in the finance function.
I used Visual Business analytics software to process
structured and unstructured data drawn from the sales,
operation and accounting software for predictive analytics.
Real-time sales-pipeline information enables financial
revenue forecast to be reflective of the current sales
strategy undertaken on the ground.
Operations data on the recent rate of images
processed for respective customers facilitates the
educated computation of resource capacity, utilisation
rate and room for scalability.
Financial data provides the cost implications to support
the current scale of operations.
Analytics technology helped to collate information drawn
from all three sources, and turned the data into a predictive
analysis of new strategic revenue-growth opportunities and
areas for cost management. It also highlighted areas for
corrective actions.

*
*
*

Q: Why do technological advances matter in business?
A: Technology advances, particularly the internet,
have opened up access to different social networks,
and allowed businesses to operate in a world without
the limitation of geographical barriers. As a result,
businesses regardless of size are finding cost-effective
ways to place their products in the international market
and showcase their brands.
Technological advances provide businesses with new
capabilities to enhance their competitiveness globally, offer
opportunities to be more productive and lead to new ways
of securing finance. SMEs, in particular, are now enabled to
compete on an equal footing, even without deep pockets.
Q: What tips can you offer finance professionals who have
yet to fully embrace technology trends?
A: As Steve Jobs said: ‘Stay hungry, stay foolish.’ I would
encourage fellow finance professionals to stay hungry for
knowledge, and stay foolish and humble to learn. Embrace
new technology, but retain your personality and human
touch, which cannot be fully replicated.
Build courage to overcome the fear of technology. ■
Interview by Colette Steckel of Accounting and Business
FOR MORE INFORMATION:

Download the Digital Darwinism report at
www.accaglobal.com/ab87
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principle matters
The OECD is revising its Principles of Corporate Governance, which were previously
amended in 2004, and finetuning guidance for governments, regulators and organisations

E

ncouraging and maintaining high standards of
corporate governance in business remains a priority
as many economies continue their slow recovery
from the global financial crisis. As part of a drive to
address any shortcomings and adapt to new insights, the
Organisation for Economic Co-operation and Development
(OECD) is revising its Principles of Corporate Governance,
originally released in 1999 and previously amended in 2004.
The Principles are one of the 12 key standards for
international financial stability of the Financial Stability
Board. ‘They provide guidance for policymakers, regulators
and market participants to improve the legal, institutional,
and regulatory framework that underpins corporate
governance with a focus on publicly traded companies,’
says Vincent Tophoff, senior technical manager with the
Professional Accountants in Business Committee of the
International Federation of Accountants (IFAC). ‘They also
provide practical suggestions for stock exchanges, investors,
corporations and other parties that have a role in the
process of developing good corporate governance.’
According to the OECD, the 2004 Principles ‘embrace
the shared understanding that a high level of transparency,
accountability, board oversight and respect for the rights
of shareholders and role of key stakeholders is part of
the foundation of a well-functioning corporate governance
system’. As a result of the review, the OECD envisages
these core values being maintained and, as appropriate,
strengthened to reflect experiences since 2004. It wants to
ensure ‘the continuing high quality, relevance and usefulness
of the Principles taking into account recent developments
in the corporate sector and capital markets’. The outcome
should provide policy makers, regulators and other rulemaking bodies with a sound benchmark for establishing an
effective corporate governance framework.’ IFAC is actively
participating in the revision process through its membership
of the Business and Industry Advisory Committee (BIAC) to
the OECD. Tophoff is acting as the IFAC liaison, contributing
to the BIAC response and participating in person.
‘In IFAC’s view, [governance’s] ultimate objective is to
ensure the creation of sustainable organisational success
and stakeholder value. Governance in an organisation should,
therefore, be about more than a compliance exercise designed
with the sole purpose of satisfying regulatory requirements.
Instead, good governance affects the entire organisational
cycle of strategic planning, resource utilisation, value creation,
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accountability and assurance. Such a holistic approach
ensures governance is not “bolt-on” but “built-in” – integrated
into all aspects of an organisation,’ Tophoff says.
Given the Principles have been developed, issued and
are being revised by the OECD, which mainly consists of
representatives from governments and is primarily focused on
governments, Tophoff believes the OECD should continue to
focus primarily on what policymakers, regulators and market
participants (such as stock exchanges) could and should do to
further governance in their jurisdictions. In this context, scope
for improving the Principles does exist, Tophoff believes.

Target audience
There is confusion as to who the Principles are intended for,
according to Tophoff. ‘For example, some of the discussion
is clearly directed toward governments and regulators, and
what they should be doing to create the appropriate overall
governance environments and framework in their jurisdiction,
while other discussion is more focused on what happens
within, and is in the control of, organisations,’ Tophoff explains.
‘However, an individual corporation that would pick up
a copy of these Principles would be confronted with two
challenges: first, many of the provisions are not directly
applicable to corporations themselves and, additionally,
implementing good governance in their organisation typically
consists of more than is dealt with here. To remedy this
potentially would require a major restructure of the Principles.
A quick solution would be to specifically designate these
Principles for governments and regulators, and modify the
title and the introduction of the document accordingly.’ It
could, he suggests, be renamed the ‘OECD Principles on the
Enablement of Corporate Governance’.
‘I also believe this would better emphasise the “unique
selling point” of these Principles: there are already many
other corporate governance codes specifically directed to
corporates themselves, but few or none specifically directed
to governments and regulators,’ Tophoff says.
Focusing on governments and regulators to enable good
governance, and less on what corporates should do would also
relieve the burden on the OECD to have to keep up with the
frequent developments in corporate governance areas such as
disclosure and transparency (section V), and responsibilities
of the board (section VI). Tophoff says: ‘Instead, the Principles
could provide overall principles on how good governance looks
like, complemented with some high-level guidelines on what
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Public sector governance
Many of IFAC’s comments on the OECD’s revision of
the Principles were inspired by the recent publication
of the International Framework: Good Governance in
the Public Sector, jointly developed by IFAC and the
Chartered Institute of Public Finance and Accountancy.
The framework encourages better governed and
managed public-sector organisations by improving
decision making and the efficient use of resources.
Tophoff explains: ‘The aim of this framework is
to encourage better service delivery and improved
accountability by establishing a benchmark for aspects
of good governance in the public sector. It is intended
to apply to all entities that comprise the public sector.’
The framework is designed to be useful for all those
associated with governance: governing body members,
senior managers and those involved in scrutinising
the effectiveness of governance, including auditors. It
should also help the public to challenge substandard
governance in the public sector, though is not intended to
replace national and sectoral governance codes. ‘Instead,
it is anticipated that those who set governance codes for
the public sector will refer to the International Framework
in updating and reviewing their own codes,’ he says.
‘Where codes and guidance do not exist, the guidance
will provide a powerful stimulus for positive action. The
real challenge for public-sector entities remains in the
implementation of such codes and frameworks, as it is
often their application that fails in practice.’

specific jurisdictions should do to enable good governance in
these areas, leaving it to underlying governance codes – which
would be my preference – or to regulation to specifically
address governance for the individual corporates.’
Tophoff sees corporate governance as a ‘living organism’
that evolves due to changes in both the environment and
stakeholders’ perceptions. ‘Although one could argue that
some of the main Principles are timeless, their specific
application might change over time,’ he says. The text in
many parts of the application guidance no longer accurately
reflects good practice, he suggests, referring as an example to
the rapid developments in the area of risk management and
internal control. The OECD therefore has two options, Tophoff
believes: ‘either to bring the text up to par and commit to a
rigorous schedule of frequent updating, or to migrate to a
higher level, more focused on desired outcomes and less on
detailed implementation guidance to achieve those outcomes’.
The latter, preferred by IFAC, would increase the longevity of
the Principles, he believes. It would also be better matched
with the primary audience of policymakers, regulators, and
market participants, which should then draft the detailed
arrangements for the corporates within their constituency.

▲ vincent
tophoff

‘Governance’s ultimate
objective is to ensure the
creation of sustainable
organisational success
and stakeholder value’

Tophoff believes a revised set of Principles, supplemented
with national codes, will be key in ensuring the appropriate
implementation, application and oversight of governance
arrangements, by governments and individual organisations.

Meltdown aversion
Could another financial crisis be avoided by improving these
Principles? Tophoff thinks this would be too much to expect.
‘There will always be crises,’ he says, ‘but better governance
arrangements could at least help in removing some of the
causes for crisis, lowering the likelihood of one, or changing
the nature, magnitude or duration of the consequences.’
Accounting professionals have a key role to play in ensuring
the revised Principles achieve maximum impact. ‘[Those] who
work in commerce, industry, financial services, education,
and the public and not-for-profit sectors are typically involved
in the planning, implementation, execution, evaluation and
improvement of governance in their organisations,’ Tophoff
notes. ‘This puts [them] in an excellent position to ensure
integration of governance… into an organisation’s very DNA.’ ■
Sarah Perrin, journalist
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delivering value

Stakeholders are demanding greater accountability from companies and so policy
makers and regulators must rise to the challenge by improving governance requirements

T

he ability of companies to create sustainable
value for their stakeholders is becoming complex
and challenging. Information is disseminated
instantaneously but risks still arise with great velocity
and force. Business technology evolves exponentially, making
multi-jurisdictional businesses the norm. Stakeholders are
becoming more active and demanding greater accountability
from companies. In order to sustain growth in corporate
performance, corporate boards need to become effective
in leading, directing and nurturing a culture of ethics and
responsible business management.
Policy makers are now focusing towards corporate
governance as a critical component in supporting boards
and management to navigate uncertainty and deliver longterm value to shareholders and stakeholders.
Global markets have learnt harsh lessons during the Asian
Financial Crisis of 1997 and the Global Financial Crisis of
2008. Poor corporate governance has been cited as a key
contributing factor in corporate collapses and large-scale
financial crises. In particular, concerns regarding the role of
the board, ethical values, boardroom diversity and skillsets,
independence, remuneration structures, risk governance
and integrity of financial statements were highlighted as
significant deficiencies.
As a result, regulators and policy makers often embark
on lessons learned to identify whether the existing corporate
governance landscape within their country is sufficient.
But knowing what and how much to prescribe/mandate
as opposed to deploying principles or better practice
guidelines to generate an improvement in levels of adoption
of corporate governance requirements is challenging. It is
a unique decision-making process within each country due
to political, economic, legal, social and cultural factors
influencing the content, nature and speed of change.
Given the diversity of approaches adopted by countries
in capturing corporate governance requirements, it is
difficult for key stakeholders such as regulators, directors,
practitioners and management to quickly and easily
identify the similarities and differences between country
requirements. This is particularly relevant for directors
sitting on multi-jurisdictional boards. ACCA Singapore
and KPMG in Singapore set out to undertake a study
to identify how countries specify and define corporate
governance requirements. Focused on capturing and
analysing the characteristics of corporate governance
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requirements – in terms of strength (enforceability),
breadth (number of instruments/requirements) and
depth (maturity of requirement), the study’s objective
was to draw out insights in the way countries have
approached developing their corporate governance
landscape. The ultimate aim is to improve awareness of
corporate governance requirements and help countries
continue to raise corporate governance standards.

Big picture
The study captured more than 1,700 corporate governance
requirements, contained in 106 instruments (such as
Companies Acts, Listing Rules, Codes and Guidelines),
across 25 countries globally. With a particular focus on
Asia Pacific compared to other regions, the study also
provides insights into the maturity of corporate governance
across key economic zones such as the Association of
Southeast Asian Nations (ASEAN) (which represents
approximately 9% of the world’s population and has a
combined nominal GDP of more than US$2.3 trillion)
and the BRICS nations (Brazil, Russia, India, China and
South Africa) (which represents approximately 43% of the
world population and has a combined nominal GDP of
approximately US$15.6 trillion).
The Organisation for Economic Cooperation and
Development’s (OECD) Principles of Corporate Governance
2004 (first introduced in 1999) provided a solid platform for
raising awareness of key corporate governance principles.
Many countries, developing countries in particular,
have leveraged on the OECD Principles in drawing up
principles-based corporate governance codes (CG Codes)
to build and enhance corporate governance standards
beyond the minimum basic legal requirements. However,
in recognition that the world of corporate governance has
changed in the past decade, the OECD has commenced
a review to validate the existing OECD Principles (see
pages 40-41). The study used the OECD Principles as a
base along with emerging better practices in corporate
governance to assist in identifying rates of adoption of
OECD Principles and better practices.
It is worthwhile noting that the world of corporate
governance requirements is complex, voluminous and
constantly changing. Since commencing this study in
2013, Australia, India, Russia and more recently the UK
have released revised corporate governance requirements.
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Leading countries (in particular, the UK) continue to raise
the bar in corporate governance standards. Measuring board
diversity, increasing institutional investor stewardship, aligning
reward with sustained creation of value and increasing
transparency of risk governance and going concern matters
are key developments. Countries globally must continuously
review and assess the appropriateness of the instruments and
requirements within their corporate governance landscape to
drive the desired behaviours and outcomes.
The study has identified the following key findings:
CG Codes provide clarity but are not a ‘one-stop shop’ for
CG requirements as additional requirements exist in other
instruments. The nature and interaction of instruments
within a country’s corporate governance landscape is not
always clear and takes time to analyse
External events (such as corporate collapses, financial
system crises and regulatory change) are a catalyst
for change in corporate governance requirements,
although some countries have not kept pace with
critical developments
Developed countries have more corporate governance
instruments in place (on average six instruments)
compared to developing countries (on average three).
While multiple instruments are helpful to reinforce and
clarify requirements, they can also lead to inconsistencies
in requirements, creating confusion for stakeholders
The most mature areas of corporate governance are those
that are embedded in the OECD Principles 2004 and that
have received widespread recognition as being critical
components of strong corporate governance frameworks
(including Audit Committee & Financial Integrity,
Remuneration Committee, director independence and the
role of the board)
The least mature areas of corporate governance are
those that have recently been found to enhance corporate
governance effectiveness and are not fully reflected
in OECD Principles (including board diversity, risk
governance and stakeholder engagement)
Economic development (associated with GDP per capita) is
linked to corporate governance maturity (with the corporate
governance requirements identified as the most mature
existing in UK, US, Singapore and Australia). India, Russia
and Malaysia have relatively mature corporate governance
requirements for developing countries. Given the growth
predictions and commitment to ASEAN coming together
as an economic community by 2015, ASEAN displays the
greatest divergence in corporate governance maturity levels
and requires commitment and support to improve and/or
better support current instruments/requirements.
While decisions to develop, define and enforce corporate
governance requirements within particular countries are
unique to the political, legal, economic, social and cultural
norms within each country and there is no ‘one-size-fitsall’, there is value in continuing to capture internationally
recognised standards of corporate governance.

*
*
*

*

*
*

Good timing
Revising the OECD Principles is timely and much needed.
The ASEAN Corporate Governance Scorecard (developed by
the ASEAN Capital Markets Forum and supported by the Asian
Development Bank) will also continue to raise awareness and
provide support to ASEAN nations in improving standards. The
key areas requiring more attention relate to risk governance,
board diversity, assurance, stakeholder engagement
(particularly institutional investor stewardship) and aligning
remuneration with risk, performance and going concern.
For corporate governance standards to adapt to changing
business environments, more awareness of requirements
must be shared, along with the lessons from each country,
geographic region and economic zone regarding their journey
to achieving their corporate governance landscape. Only then
can the future state be clearly assessed with a roadmap to
optimise the instruments used and requirements endorsed. ■
Irving Low, partner, head of risk consulting, KPMG in
Singapore. The ACCA/KPMG report, Balancing corporate
governance rules and flexibility: a study of requirements
across 25 markets will be made available on the ACCA
website and also on KPMG in Singapore’s website
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Career boost
Talent doctor Rob Yeung reveals how effective networking practices can put more money
in the bank. Plus, planning for business trips, and the five biggest CV gaffes

TALENT DOCTOR: NETWORKING
How much networking have you done recently? I’m
sure you’ve heard the importance of building a web of
relationships with colleagues across your organisation
as well as business associates in other organisations
too. I’ve even written about the value of networking in
a past column in this publication.
But in my experience, many people treat the idea of
networking as something they’d like to do if only they had
the time. As a result, they don’t get around to doing it.
Perhaps some data collected by business and
economics researchers Hans-Georg Wolff and Klaus
Moser may give you an incentive to do more of it. The
collaborators asked several hundred employees across
different organisations to complete a questionnaire
measuring their networking efforts. The diligent
investigators kept track of these employees for three years
and found that networking was significantly correlated
with salary growth. Putting it another way, employees who
networked more saw their salaries grow the fastest.
If that sounds enticing, you could try this exercise
which I’ve introduced to many executives in both oneto-one coaching sessions and leadership development
workshops. Aim to set up at least one meeting a week
that has nothing to do with your current tasks or projects.
If you work within a large organisation, look at an
organisation chart and identify someone in a department
about which you know relatively little. Ask colleagues for
an introduction into that department or try using your
internal directories or intranet to find someone’s name.
Then approach the individual and explain that you’d
like to understand more about what they do in that part
of the organisation. Ask for just 30 minutes of their time.
People may sometimes say no to your request, but often
will say yes. And that gives you an invaluable opportunity
to not only learn more about the activities within your
organisation but also meet a new contact.
Forging relationships with new people is clearly an
important part of networking, but I also recommend
spending roughly two to three times as long maintaining
the relationships you already have. Why?
The study by Wolff and Moser found that maintaining
contacts was a bigger predictor of salary growth than
making new contacts. The researchers warn: ‘A strong
focus on building contacts may lead to many superficial
contacts, but may prevent individuals from establishing
relations with a minimum amount of trust that is
necessary to obtain resources from these contacts.’
In other words, having many shallow relationships
may be of little use. So delve regularly into your address
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book to catch up with lapsed contacts, too. Prepare
some open-ended questions beforehand to make sure
that conversations flow easily. What are they currently
working on? What are their goals and aspirations over the
coming months? And what problems or issues are they
dealing with that you – or someone you know – might be
able to help them with?
Think of networking as an opportunity to hear
industry news, gain fresh perspectives, learn about new
tools and understand the bigger issues going on around
you. And incidentally, you may earn more, too. ■
Dr Rob Yeung is a psychologist at leadership consulting
firm Talentspace and the author of more than 20 career
and management books, including How To Win: The
Argument, the Pitch, the Job, the Race. He also appears
as a business commentator on BBC, CNBC and CNN news
FOR MORE INFORMATION:

www.talentspace.co.uk
@robyeung
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THE PERFECT: BUSINESS TRIP
Business travel, for the uninitiated, is a career milestone, a
signifier of seniority, importance, success! Yet the reality is that it
is a short-lived novelty that can quickly become a curse, breaking
the will of the well intentioned and seeding career disillusion.
There are highly uninspiring YouTube videos that teach how to
dress on a trip and even how to pack a bag (phew!). Then there are
the amateurish public service videos from Luxembourg that portray
a film noir world of corporate espionage, replete with travelling
dupes and spies – be afraid business people, be very afraid…
Luxembourg is mildly threatening.
Coming to the rescue is technology. The future of business travel
will be streamlined by mobile apps that smooth the A to Z of your
trip. Apps will alert you when it’s time to leave and plan the trip to
the airport; they will fast-track your check-in and boarding; they will
automatically add the food you eat on trips to your expense report;
and they will programme your hire cars with your favourite radio
stations. Your hotel rooms will open at the behest of your phone,
while taxis tracking the device will be waiting for you at the airport
or a hotel lobby. You will, though, still have to pack your own bag.

THE BIG BREAK: SUSAN BYRON ACCA
Susan Byron got her finance grounding in small and
mid-tier practices, before moving into industry and
taking financial controller, analyst and management
appointments with eye-watering budgets in companies
such as Zurich and Vodafone, and all in under a decade.
‘It was in these later roles that I really grew in
confidence,’ says Byron. ‘Sometimes, you just have to
be thrown in at the deep end to know you can do it.
Developing that confidence was the turning point; your
role and perceptions move from those of an accountant
to those of a business professional.’
However, she still takes pleasure in a core accounting
skill: ‘There are moments of real satisfaction when
significant cost savings have been made, or you’ve ironed
out a problem in the management accounts,’ she says.
‘I’m also proud of having 100% first-time passes, and
high marks in most ACCA papers, especially as I was
doing up to six exams a year.’

DIG YOUR DATA

A survey by Robert Half in
Canada found that 63% of
CFOs think that expertise
in business analytics is a
requirement for accounting
and finance staff.
‘The ability to translate
key data trends to provide
fact-based insights is now
an essential skill expected
of the industry,’ said David
King, Canadian president of
Robert Half Management

Resources. ‘Financial teams
are increasingly relied upon
to translate the numbers
into actionable information
for organisational decisionmaking. This demand
will only accelerate as
companies tap into greater
volumes of information.’

CV BY GOOGLE

Google HR chief Laszlo Bock
has been penning CV blogs
for LinkedIn.

Her tips on work-life balance

Hobbies should be genuinely diverting, so you don’t
* think
back to work on the weekends. I’ve found rock

*

*

climbing, painting and
running great options.
Remember that your time
in work is worth a lot, so
make the most of it and
don’t let things of little
importance consume
time unnecessarily.
Plan ahead for what
you want your next role
to be. There may be
secondments, people you
can talk to or training
opportunities that will
help make it happen.

His first listed the five
biggest mistakes he had
found on CVs, and this is by
a man who has, believably,
personally reviewed over
20,000, so listen and learn:
Typos. Obvious but also
very common – no excuse,
no typos.
Length. Make it no
more than two pages,
with punchy, prioritised
achievements.
Formatting. Keep it simple

*
*
*

– 10pt font, half-inch
margins, white paper,
black ink.
Confidentiality. Don’t give
away employer secrets
Lies. Don’t tell any – you
will get found out. ■

*
*

This page is compiled and
edited by Neil Johnson
FOR MORE INFORMATION:

www.accacareers.com
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Ready to split?
In the last of his series on international business, Tony Grundy
looks at the options available for the divestment of a business
Many years ago I wrote
a digest for accountants
called Breaking up is
hard to do. In many ways,
breakups are as hard for
businesses to execute as
they are for people. They
are emotional affairs and
need managing not just at a
strategic and financial level,
but also at a political and
emotional level too.

particularly hard as it was
Branson’s first business.
One of his first signings
to Virgin was the punk
band Sex Pistols, who he
heard playing in a club. He
immediately tried to sign
them but they were already
on EMI’s books. Fortuitously,
they then appeared on a TV
news programme hosted by
a namesake of mine, Bill

Virgin Group, more or less,
was born.
It must have been like
tearing his own heart out
selling that business. But
Branson is famous not
only for his passion for
starting new businesses
but also for his dispassion
when it comes to selling
old ones nearing the end
of their shelf life.

▼ we got the punk

Signing the notorious Sex Pistols in 1977 took Virgin Records
in at the punk ground floor, and Richard Branson sold the
label 15 years later for a reported US$1bn

So who, if anyone, has
been good at divestment?
Richard Branson, for one. He
split off and sold his music
business Virgin Records as
well as Virgin Megastore. In
both cases, his timing was
impeccable – particularly
with Virgin Records, an
exit which must have been
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Grundy. The interview ended
in a flurry of expletives
when Bill became overly
forward with one of their
entourage, punk musician
Siouxsie Sioux; soon after,
EMI dropped the band and,
after a brief stint with A&M
Records, they finally signed
up with Branson. And so

Before divesting, you
should take these steps:
Do a portfolio analysis
of the business and
identify possible
candidates for disposal.
Consider what the
options might be for
turnaround with a
cunning plan.

*
*

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

the disposal
* Consider
options.
all these
* Evaluate
options.

Portfolio analysis
To analyse the business,
it is useful to split it up
into different business
units. Each of these can
be analysed according
to its inherent market
attractiveness and
competitive position.
Inherent market
attractiveness is
a combination of
environmental analysis
– ie the PEST (political,
economic, social and
technological) factors – plus
market growth drivers and
the competitive forces of
buyer power, entry barriers,
substitutes, rivalry and
supplier power.
Competitive position
requires you to think about
areas such as relative
market share, brand
awareness, customer
service, perceived value
for money, relative cost
structure, innovation, skills
and systems.
These two dimensions
can be represented on a
simple three-by-three matrix
known as the ‘GE grid’
(after General Electric), with
‘market attractiveness’ on
the vertical axis and ‘relative
competitive position’ on the
horizontal. Any business
in the most extreme
quadrant of low market
attractiveness and weak
relative competitive position
is an obvious candidate for
divestment.
In addition, you might
pinpoint candidates that
have a strong competitive
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position but where the
market attractiveness is
about to head south on the
grid – ie where the market
attractiveness may well
decline over the next few
years, but this may not be
so evident at that point to
a buyer of the business.
Finally, businesses
that are strong on both
market attractiveness and
competitive position might
attract a large premium.

Turnaround options
Where a business is in poor
shape, then you should still
spend at least some time
seeing what possible steps

such as volumes, pricing,
margins, member acquisition
costs, costs of member
attrition and operating costs
per member?’
I also challenged the
cost base on the grounds
that at the health club I was
a member of, I found that
the staff could sometimes
get in the way and stop
me from having a great
experience. I suggested that
he consider getting rid of
almost all the staff. This
and his thoughts on using
lower price to leverage much
higher volumes became
further ingredients of a very
different business model.

a single option to turn it
around; they appeared
depressed, dispirited and to
have given up – a big part
of the problem. It was losing
so much that the solution
was a no-brainer.
As the cost of closure
wasn’t that enormous I
challenged the group CEO
and FD: ‘I will bet that the
payback period on closure
is 12 to 18 months. I
also bet that you are too
embarrassed to admit this
venture was a mistake. Just
tell the shareholders you
have done a strategic review
and you are now boldly and
in a mature way biting the

▌▌▌Your goal is to maximise the premium
relative to your own uplifted plans rather than
current share price or steady-state projections
can be taken before casting
the business into new
ownership. Not only may
this preliminary exercise
suggest that disposal is
not actually necessary but
it will also strengthen your
bargaining power in getting
a good price for it. The more
options that you have, the
more bargaining power you
will have.
One example of this was
when a friend of mine was
CEO of a chain of health
clubs. One of his clubs was
located in Bristol. It had
negative earnings before
interest, tax, depreciation
and amortisation, and
while it was not a very
big cashflow drain it was
something of a sore. We
got talking about Bristol and
he said that he was thinking
of selling it.
‘But John,’ I said, ‘it’s
not like you to admit defeat.
What possible different
business models might save
the business? What could be
done if you started playing
with the key value drivers,

Bristol became a big
success and John was able
to replicate that model
initially in new sites, then
by franchise and finally by
rebranding his old clubs
and transforming his
business model, which is
now copied by others.
An interesting story?
Yes, as without those ideas
being generated and then
evaluated on a napkin, that
business might not be with
us today.
Turnaround might not
always come off, but it is
worthwhile trying first by
looking at the business from
fresh and novel perspectives.
Sometimes a business
is in such a poor shape
that it is simply unrealistic
to conceive of a viable
disposal, let alone a sale.
I once had as a client
a distributor of electronic
games that was losing more
than 10% of its turnover. On
the GE grid we positioned
it in the worst cell. The
incumbent management
could not come up with

bullet.’ The business was
subsequently closed.

Disposal strategies
The next step is to think of
disposal strategies. These
break down into what to
dispose of, how, to whom
and when.
There is a huge variety
of variables to explore here.
For instance, you might
dispose of all or part of the
business, especially where
there are brands – different
brands may be worth more
to different buyers.
Alternatively, you might
look at a trade sale, disposal
to a private equity company
or flotation. While disposals
are often associated with a
weaker business (one in a
poorer position on the GE
grid), this is not necessarily
the case and you may have
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one that is simply worth
more to another corporate
buyer. When Virgin sold its
music business, this was
probably in the very best
and top cell of the grid.
If a trade sale is
contemplated, you would
identify the different type of
buyer and assess the kind
of value the business might
bring to them, then model
that through economic value
analysis, as covered in my
second series of articles.
Also develop your own
strategic plan and put
a similar value on that;
you can then argue that
much of the value another
owner could harvest would
come out anyway in your
business plan. Your goal is
to maximise the premium
relative to your own uplifted
plans rather than current
share price or steady-state
projections.

Option evaluation
In the very last stage of
the four-step divestment
process, you list the
options and sub-options
for turnaround, closure
and disposal. Split the
sub-options between, for
example, who to sell to and
how, and then evaluate on
the basis of:
strategic attractiveness
financial attractiveness
implementation difficulty
uncertainty and risk
stakeholder acceptability.
Follow these steps faithfully,
and you may find yourself
in Branson’s league when it
comes to divestments. ■

*
*
*
*
*

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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Roll model

In this latest article on rolling planning,
David Parmenter finishes the foundation work

The one sure thing about
annual planning is that
it will be wrong – its
underlying assumptions
have been flawed since Luca
Pacioli invented doubleentry bookkeeping in 1494.
This article completes
my look at the foundation
stones of rolling planning,
a more useful alternative.

outset that its stretch target
might not be achievable with
existing resources. Bonuses
would not be pegged against
the lowered threshold.
Early communication
of the performance gap
enables the board to think
strategically about how to
close the gap.

Be realistic

Rolling planning should
involve budget-holders in
updates four times a year.
The goal is for them to buy
into the targets they will
report against and accept
the new funding level.
Monthly forecasting is too
costly and creates ‘number
noise’. The benefits are only
worth the effort if there
are large fluctuations in the
major drivers – an airline,
for example, would adjust
monthly for passenger
numbers and fuel costs.
All budget holders should
be able to enter data into
the planning tool (last
month’s article explains why
Excel is not appropriate).
Training and adequate
support from the in-house
forecaster experts is needed,
and you should have
sufficient licences for budget
holders to enter data during
a two/three-day window.

It is vital to generate realistic
forecasts rather than what
the board wants to hear. The
board might want a 20%
growth in net profit, yet
management might think
only 10% is achievable with
existing products, customers
and capacity constraints.
If the forecasting team
reports what the board
wants to hear, the graph
below shows what happens:
only in the final quarter does
the truth become clear, with
a year-end performance
below expectations. The
annual plan, prepared in
March for the year-start in
July, matches the stretch
target and subsequent
forecasts in June, September
and December to keep up
the charade. In reality, the
truth was always a shortfall.
Better practice is for
the board to accept at the

A quarterly process

HIDING THE PERFORMANCE GAP

Revenue

Target
Truth
Jun

Sep
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Dec

Mar

Involving the workplace crowd in your planning and
forecasting process can have a big positive impact

NEXT STEPS
1 Draw up a forecasting and planning protocol based
on the foundation stones covered in these articles.
2 Read Delusions of success – how optimism
undermines executives’ decisions in Harvard Business
Review, July 2003.
3 Access my website at www.davidparmenter.com for
more useful information.
4 Email me at parmenter@waymark.co.nz for details
of how to do a quarterly update in five days.
5 Use the wisdom of the crowd to forecast revenue.

Wisdom of the crowd
Involving a ‘crowd’ in
forecasting revenue can have
a major positive impact on
the process:
A great deal of trend
information – unsold
products piling up,
products being returned,
customer feedback – is
noted in the workplace.
Groups are less
motivated to forecast
what management
wants to see.
A small group of
forecasters can process
only a tiny fraction of
the information available,
whereas a crowd can take

*

*

Annual plan reforecast

Mar

▲ STRENGTH IN NUMBERS

*

*

in an almost unlimited
‘harvest of data’.
Experts tend to have an
optimism bias.

Other stones to lay
The forecasting model should
be built in-house, the forecast
should go beyond year-end,
monthly targets should be
set only a quarter ahead, and
the forecast should be based
around key drivers and built
in a planning application –
not in a spreadsheet. ■
David Parmenter is a
writer and presenter on
measuring, monitoring and
managing performance

FINANCIAL INSTRUMENTS | TECHNICAL

CPD

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

In July, the International
Accounting Standards
Board (IASB) completed its
response to the financial
crisis by issuing the final
version of IFRS 9, Financial
Instruments. IFRS 9 sets out
a model for classification
and measurement, an
‘expected loss’ impairment
model and a transformed
approach to hedge
accounting. The IASB had
previously issued versions
of IFRS 9 that introduced
new classification and
measurement requirements
in 2009 and 2010 and
a new hedge accounting
model in 2013.
The latest publication
consolidates the previous
versions of the standard,
and replaces IAS 39,
Financial Instruments:
Recognition and Measurement.
It also changes some of
the requirements of the
previous publications. IFRS
9 is effective for annual
periods beginning on or
after 1 January 2018.
Classification determines
how financial assets and
financial liabilities are
accounted for and measured
in financial statements. The
requirements for impairment
and hedge accounting are
based upon the instruments
classification.
The standard introduces
a principle-based system
for the classification and
measurement of financial
assets, which depends upon
the entity’s business model
for managing the financial
asset and the financial
asset’s contractual cashflow
characteristics.
IFRS 9 utilises a single
classification approach
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IFRS 9 – the final version
Putting the IFRS 9 requirements – which will affect all sectors, but
mostly banks – into practice will be a challenge, says Graham Holt

▌▌▌IFRS 9 UTILISES A SINGLE CLASSIFICATION APPROACH
FOR ALL TYPES OF FINANCIAL ASSETS, WHICH INCLUDES
THOSE THAT CONTAIN EMBEDDED DERIVATIVE FEATURES
for all types of financial
assets, which includes those
that contain embedded
derivative features. Financial
assets are now not subject
to complicated bifurcation
requirements.
The business model
approach refers to how an
entity manages its financial
assets in order to generate
cashflows either by collecting
contractual cashflows,
selling financial assets or
both. Financial assets are
measured at amortised cost,
where the business model’s
objective is to hold assets in
order to collect contractual
cashflows. The new standard
clarifies the existing
guidance on the collection
of the assets’ contractual
cashflows. When determining
the applicability of this

business model, an entity
should consider past and
future sales information.
If an entity holds financial
assets for sale, then it will fail
the business model test for
accounting for the financial
assets at amortised cost.
However, sales activity is
not necessarily inconsistent
with the business model
if they are infrequent and
insignificant in value but,
where these sales are
frequent and significant
in value, an entity needs
to assess whether such
sales are consistent with
an objective of collecting
contractual cashflows.
The sales may be
consistent with that objective
if they ‘are made close to
the maturity of the financial
assets and the proceeds from

the sales approximate the
collection of the remaining
contractual cashflows’.
For many entities, the
assessment will be relatively
straightforward, as their
financial assets may be
simply trade receivables and
bank deposits for which the
amortised cost criteria are
likely to be met. For those
entities with a broader range
of financial assets such as
investors in debt securities,
and insurance companies,
the motivations behind the
disposal of the assets will
have to be considered.
IFRS 9 includes a new
measurement category
whereby financial assets
are measured at fair value
through other comprehensive
income (FVTOCI).
This category is used

»
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when financial assets are held
in a business model whose
objective is both collecting
contractual cashflows and
selling financial assets.
Unlike the available-for-sale
criteria in IAS 39, the criteria
for measuring at FVTOCI are
based on the financial asset’s
cashflow characteristics and
the entity’s business model.
This business model will
involve a greater frequency
and volume of sales with
the possible objectives
of managing liquidity or
matching the duration of
financial liabilities to the
duration of the assets they
are funding.
This category was
introduced because of the
concerns raised by preparers
who sold financial assets
in greater volume than was
consistent with the previous
business model and would,
without this category, have
to record such assets at fair

includes consideration for the
time value of money, credit
risk, liquidity risk, a profit
margin and consideration
for costs associated with
holding the financial asset
over time such as servicing
costs. Thus if the contractual
arrangement includes a
return for equity price
risk, then this would be
inconsistent with SPPI.
IFRS 9 introduces
guidance on how the
contractual cashflows
characteristics assessment
applies to debt instruments
that may contain a modified
time value element; for
example, those instruments
that may contain a variable
interest rate.
These characteristics will
result in an instrument failing
the contractual cashflow
characteristics test if the
resulting undiscounted
contractual cashflows could
be ‘significantly different’

residual category. Also
included in this category
are financial assets that are
held for trading and those
managed on a fair-value
basis. Financial assets are
reclassified when the entity’s
business model for managing
them changes. This is not
expected to occur frequently
and it ensures that users
of financial statements are
provided with information on
the realisation of cashflows.
IAS 39 was felt to
work well as regards the
accounting for financial
liabilities; therefore the
IASB felt there was
little need for change.
Thus most financial
liabilities will continue
to be measured at
amortised cost. IAS 39
also permitted entities
to elect to measure
financial liabilities at fair
value through profit or loss
(fair-value option).

▌▌▌FOR CONTRACTUAL CASHFLOWS TO BE SPPI, THEY
MUST INCLUDE RETURNS THAT ARE CONSISTENT WITH
THE RETURN ON A BASIC LENDING ARRANGEMENT
value through profit or loss.
(FVTPL).
Financial assets may
qualify for amortised cost
or FVOCI only if they give
rise to ‘solely payments
of principal and interest’
(SPPI) under the contractual
cashflows characteristics
test. Many instruments
have features that are
not in line with the SPPI
condition. IFRS 9 makes it
clear that such features are
disregarded if they are ‘nongenuine’ or ‘de minimis’.
IFRS 9 now provides
more guidance on SPPI. For
contractual cashflows to
be SPPI, they must include
returns that are consistent
with the return on a basic
lending arrangement to
the holder, which generally
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from the undiscounted
cashflows of a benchmark
instrument that does not
have such features.
Interest rates set by a
government or a regulatory
authority are accepted as a
proxy for the consideration
for the time value of money
if those rates provide
consideration that is
‘broadly consistent with
consideration for the passage
of time’. Such cashflows
are considered SPPI as long
as they do not introduce
risk or volatility, which is
inconsistent with a basic
lending arrangement.
Any financial assets
not held in one of the two
business models above
are measured at FVTPL,
which is essentially a

The changes introduced
by IFRS 9 are restricted to
those liabilities designated
at FVTPL using the fair-value
option. Fair-value changes
of these financial liabilities
are presented in other
comprehensive income to
the extent that they are
attributable to the change
in the entity’s own credit
risk. If this would cause an
accounting mismatch, then
the total fair-value change is
presented in profit or loss.
This change is designed
to eliminate volatility in
profit or loss caused by
changes in the credit risk
of financial liabilities that
an entity has elected to
measure at fair value.
IFRS 9 introduces an
impairment model for

CPD

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

financial assets that is based
on expected losses rather
than incurred losses. It
applies to amortised-cost
financial assets and those
categorised as FVTOCI. It
also applies to certain loan
commitments, financial
guarantees, lease receivables
and contract assets. An
entity recognises expected
credit losses at all times and
updates the assessment at
each reporting date to reflect
any changes in the credit
risk. It is no longer necessary
for there to be a trigger
event for credit losses to be
recognised and the same
impairment model is used
for all financial instruments
that are impairment tested.
Other than purchased or
originated credit-impaired
financial assets, IFRS 9
requires entities to measure
expected credit losses by
recognising a loss allowance
equal to either:
A 12-month expected credit
losses. This measurement
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is required if the credit
risk is low at the reporting
date or the credit risk has
not increased significantly
since initial recognition.
B Full lifetime expected
credit losses. This
measurement is required
if the credit risk has
risen significantly since
recognition and the
resulting credit quality
is not considered to
be low credit risk.
Entities can elect for
an accounting policy of
always recognising full
lifetime expected losses
for contract assets,
trade receivables, and
lease receivables. When
measuring expected credit
losses, an entity should
consider the probabilityweighted outcome, the
time value of money
and information that is
available without undue
cost or effort.
IFRS 9 introduces a
reformed model for hedge

accounting with enhanced
disclosures about risk
management activity.
Under IFRS 9, a hedging
relationship qualifies for
hedge accounting only if all
of these criteria are met:
the hedging relationship
consists only of eligible
hedging instruments and
eligible hedged items
at its inception there is
formal designation and
documentation of the
hedging relationship
and the entity’s risk
management objective
and strategy for
undertaking the hedge
the relationship meets all
of the hedge effectiveness
requirements.
The hedge relationship
must meet the effectiveness
criteria at the beginning
of each hedged period to
qualify for hedge accounting:
there is an economic
relationship between
the hedged item and the
hedging instrument

*
*

*

*
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the effect of credit risk
* does
not dominate the
value changes that result
from that relationship
the hedge ratio of the
hedging relationship is
the same as that used in
the economic hedge.
IFRS 9 will affect all sectors
through the introduction of
an expected loss model for
loan loss provisioning, but
will impact mostly on banks.
It should give investors
better insight into the credit
quality of all financial
assets. Putting the new
requirements into practice by
the effective date, however,
will be quite a challenge. ■

*

Graham Holt is director of
professional studies at the
accounting, finance and
economics department at
Manchester Metropolitan
University Business School
FOR MORE INFORMATION:

www.ifrs.org
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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

LAW
ENGAGEMENT LETTERS

This time of year selfassessment and other
business pressures can
mean that new clients,
especially taxpayers
requiring help, can often
be met away from a
practitioner’s premises
or not met face to face.
Where this happens, it’s
vital that practitioners
consider the impact of
The Consumer Contracts
(Information, Cancellation
and Additional Charges)
Regulations 2013. In
some cases the engagement
letter will not be
enforceable, even if work
has been undertaken.
These regulations
stipulate the information
which needs to be provided
to a consumer and the
related 14-day ‘coolingoff’ period. Failing to give
the consumer the relevant
details about their right
to cancel carries serious
consequences and results
in the 14-day period being
automatically extended
to 14 days after the
practitioner eventually
provides the consumer with
details of this right or, if
the information is never
provided, to 12 months
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and 14 days. In addition,
non-compliance with the
regulations is treated as a
criminal offence and the
practitioner is liable to being
fined up to £5,000.
The engagement letters
and guidance have been
updated to reflect this
change. Other changes to
engagement letters since
their release in May 2012
relate to:
cash accounting for small
businesses
RTI: PAYE real-time
information
credit unions
mutual societies
Technical factsheet 182:
School academies –
advice for auditors
Technical factsheet 184:
Audited accounts for IATA
agents: interim guidance
auto-enrolment guidance
and engagement letter
complaints process with
a suggested amendment
under the terms and
conditions section
the Co-operative and
Community Benefit
Societies Act 2014.
You can find the engagement
letter updates at www.
accaglobal.com/advisory
The ACCA suite of
engagement letters is being
updated with a planned
release date of spring
2015. Please send your
comments and suggestions
on any letters that you
would like to see introduced
into the suite to advisory@
accaglobal.com

*
*
*
*
*
*
*
*
*

IP – COPYRIGHT

The Intellectual Property
Office recently highlighted
that, under changes
to the Enterprise and

Regulatory Reform Act
2013, some older artistic
works will come back into
copyright. This ‘will mainly
affect artistic works over
25 years old that were
industrially manufactured.
For example, some
furniture could qualify
for copyright protection,
or a work of visual art that
was made into wallpaper
might be affected. Anyone
who is not the copyright
holder or the licensee
will need permission
or a licence to make
lawful copies.
As a result of the change
to the law, firms will need
to adjust their business
models and product lines.
The government is now
consulting on when this
change should happen
with a proposed date of 6
April 2018.’
For more information visit
tinyurl.com/ipo-consult

CHARITY TRUSTEES

Guidance has been issued
for school governors
in Wales that aims to
ensure that:
school governors are
aware of their duties in
relation to compliance
with the law;
they act and make
decisions responsibly in
the interest of the charity
and its beneficiaries;
they carry out effective
financial management
and financial controls;
and
they understand
risk management,
accountability and
transparency.
You can find out more at
tinyurl.com/gov-wales

*
*
*
*

EXPERTS: ERRORS

In Shafi v Rutherford
the opinion of an expert
accountant was overturned
because the opinion was
based on past accounting
errors. The expert
accountant concluded that
leases had been incorrectly
treated as operating leases
in the early accounts.
Having identified the error,
the expert concluded that
the earlier accounts had
formed the basis of the
sale agreement and there
was no mechanism under
the agreement for him to
amend those accounts. The
expert considered that it
was outside the scope of
his instructions to correct
the error and so used the
accounts to determine the
amount to be paid for the
claimant’s shares.
The Court of Appeal
found that the question of
how the leases were to be
treated and the impact on
the accounts were within
the scope of the expert’s
work. They concluded that
the expert had committed
an error in deciding that he
was prevented from applying
the correct accounting policy.
They could see no reason
why the parties would have
wished to use accounts
which had an incorrect
accounting treatment. More
at tinyurl.com/expert-appeal

GUIDES

We have close to 200
business guides for you
to take and use. They are
regularly updated and
refreshed and cover most
business areas. You can
view the guides at www.
accaglobal.com/advisory
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AUDIT AND REPORTING
corporate governance
The new UK Corporate
Governance Code has been
published and applies
to accounting periods
beginning on or after
1 October 2014 for all
companies with a premium
listing of equity shares,
regardless of whether they
are incorporated in the UK
or elsewhere.
The code follows
the ‘comply-or-explain’
approach. It consists
of principles (main and
supporting) and provisions.
The listing rules require
companies to apply the
main principles and report
to shareholders on how
they have done so. The
principles are the core,
and the way in which they
are applied should be the
central question for a board
as it determines how it is
to operate.
The key changes to the
code, highlighted by the
Financial Reporting Council,
are in the following areas:
Going concern, risk
management and
internal control
Companies should state
whether they consider
it appropriate to adopt
the going concern basis

*

*

*

*

*

of accounting and
identify any material
uncertainties to their
ability to continue to
do so.
Companies should
robustly assess their
principal risks and
explain how they
are being managed
or mitigated.
Companies should state
whether they believe they
will be able to continue
in operation and meet
their liabilities taking
account of their current
position and principal
risks, and specify the
period covered by this
statement and why they
consider it appropriate.
It is expected that the
period assessed will be
significantly longer than
12 months.
Companies should
monitor their risk
management and internal
control systems and,
at least annually, carry
out a review of their
effectiveness, and report
on that review in the
annual report.
Companies can choose
where to put the risk and
viability disclosures. If
placed in the strategic
report, directors will
be covered by the ‘safe

harbour’ provisions in the
Companies Act 2006.
Remuneration
Greater emphasis should
be placed on ensuring
that remuneration policies
are designed with the
long-term success of the
company in mind, with
the lead responsibility
resting with the
remuneration committee.
Companies should put
in place arrangements
that will enable them
to recover or withhold
variable pay when
appropriate to do so,
and should consider
appropriate vesting
and holding periods for
deferred remuneration.
Shareholder engagement
Companies should
explain when publishing
general meeting results
how they intend to
engage with shareholders
when a significant
percentage of them
have voted against
any resolution.
The code also highlights
the importance of the
‘board’s role in establishing
the “tone from the top” of
the company in terms of
its culture and values’ and
that ‘the directors should
lead by example in order to
encourage good behaviours

*

*

*
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throughout the organisation’.
This includes diversity within
the make-up of the board.

ISA AND GUIDANCE
REVISIONS

The Financial Reporting
Council has issued a single
document on the ISA
changes, entitled Extracts
from International Standards
on Auditing (UK and Ireland)
260, 570 and 700 (Revised
September 2014), which
presents the revised
paragraphs from ISAs 260,
570 and 700. The revisions
are effective for audits of
financial statements for
periods commencing on or
after 1 October 2014.
The FRC has also
issued revised individual
standards and new guidance
that ‘revises, integrates
and replaces the current
editions of the Financial
Reporting Council’s (‘FRC’)
‘Internal Control: Revised
Guidance for Directors
on the Combined Code’
and ‘Going Concern and
Liquidity Risk: Guidance for
Directors of UK Companies’,
and reflects changes
made to the UK Corporate
Governance Code’. These
changes impact primarily on
businesses that are required
to apply, or voluntarily
apply, the code. The

»
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SRA: Accountants’ reports
As highlighted over the last few months, ACCA has
discussed the proposals to withdraw the requirement for
solicitors holding client monies to submit accountants’
reports with the Solicitors Regulation Authority.
In the main, the SRA will continue to require
accountants’ reports to be prepared but will only require
solicitors to submit those accountants’ reports to them
that have been qualified.
There are no immediate changes to the ACCA
engagement letters. Reporting accountants may wish
to consider issuing a disengagement letter for the
accountant’s report element of an engagement should
a legal-aid-only firm wish to take advantage of the
requirement not to obtain an accountant’s report.
This is what the SRA has said:
‘We will be amending our original proposal to remove the
mandatory requirement that all firms must deliver an
annual accountant’s report to the SRA. Instead we will:
a introduce an amended version of the requirement for
firms to obtain an accountant’s report that exempts
a small group of firms where the requirement can no
longer be justified by the limited risks posed to client
money; and
b require all other firms to obtain an accountant’s report
but only qualified reports will need to be delivered to
the SRA.
In response to the feedback received we have also made
some straightforward amendments to the format of the
accountant’s report, removing unnecessary fields such
as the requirement to provide a list of partner names (ie
information already held by the SRA).
These proposals constitute “Phase One” of a
longer-term strategy and will be implemented through
amendments to the Accounts Rules to take effect from 31
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October 2014, subject to approval by the Legal Services
Board. This means that:
a any firms with an accounting period that ends before
31 October 2014 will need to prepare and deliver
to us, in the normal way, an accountant’s report
within six months of the end of the period to which
the report relates (or to apply for a waiver to do so,
if considered necessary);
b any firms with an accounting period that ends on 31
October 2014 or after will be required to deliver only
qualified reports within six months of the end of the
period to which the report relates; and
c any firms that do only legal aid work and with an
accounting period that ends on 31 October 2014 or after
will not be required to obtain an accountant’s report.
Phase two will involve further targeting of our
requirements through the redefinition of the
circumstances in which accountant’s reports need to be
qualified. The revised criteria and related amendments
to the format of the report will be implemented through
changes to the Accounts Rules in April 2015, subject
to further consultation. We will also consider whether
there are further categories of firms we can exclude
from the requirement to obtain an accountant’s report
and consider the requirements imposed by the overseas
accounts provisions of the Accounts Rules in light of the
risks and impacts involved
The third and final phase will involve a major review
of the Accounts Rules as a whole to be implemented
through rule changes in April 2016.’
ACCA is working with the SRA on the above and
we would welcome your observations on how the SRA
Account Rules can be improved. Please send your
comments to advisory@accaglobal.com
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revised standards and
guidance are:
International Standard on
Auditing (UK and Ireland)
700: The independent
auditor’s report on financial
statements
International Standard on
Auditing (UK and Ireland)
570: Going concern
International Standard on
Auditing (UK and Ireland)
260: Communication
with those charged
with governance
Guidance on Risk
Management, Internal
Control and Related
Financial and Business
Reporting
Guidance for Directors
of Banks on Solvency
and Liquidity Risk
Management and the
Going Concern Basis
of Accounting
Details can be found at
www.accaglobal.com/
advisory
The FRC has indicated
that it is considering a
review of board succession
planning as part of the next
update to the code in 2016.
You can see ACCA’s work on
this area at www.accaglobal.
com/advisory

TAX RETURN REMINDERS

*

Fees and subs
A fee or sub is allowable if it is in the list below and is a statutory fee or contribution
where employees pay this out of their earnings from an employment and are required
to pay this as a statutory condition of their employment, or is an annual subscription
to a body where employees pay this out of their earnings from an employment and the
activities of the body are directly relevant to the employment, or where the activities
of a body are directly relevant to an employment where the performance of the duties
of that employment is either:
directly affected by the knowledge concerned
involves the exercise of the profession concerned
The list of deductions for fees and subscriptions is at tinyurl.com/hmrc-subs

*
*

*
*

*

Travel costs

*

*
*
*

ACADEMIES

The Education Funding
Agency has reminded
academy accounting
officers of their key
responsibilities with
regard to financial
management and
governance. You can
find the guidance, along
with links to ACCA
guidance and engagement
letters, at www.accaglobal.
com/advisory

TAX
AUTUMN STATEMENT
The Autumn Statement
will take place on
Wednesday 3 December
2014. You can see
comment and analysis
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In the hustle and bustle of tax return season it’s useful to remember cases that could
cause problems such as the Samadian case, which outlines the key considerations
when considering what relief is available for travel. The Tribunal provided guidance
which takes the form of four main points:
Travel expenses for journeys between places of business for purely business
purposes are treated as deductible.
Travel expenses for journeys between a location which is not a place of business
and a location which is a place of business are not deductible.
Travel expenses for journeys between home (even where the home is used as a
place of business) and places of business are treated as non-deductible (other
than in very exceptional circumstances).
Travel expenses are treated as deductible in relation to itinerant work.
Judgment will need to be made on a journey-by-journey basis so it is vital to keep robust
records of all business journeys undertaken.
More on tax return reminders at www.accaglobal.com/advisory

*

online and in electronic
newsletters at www.
accaglobal.com/advisory
The government has
already stated that it
will comment on the
responses to the employee
benefit consultations in the
Autumn Statement. The
proposals are:
abolishing the £8,500
threshold;
introducing a statutory
exemption for trivial
benefits in kind;
replacing the current
system of dispensations
for reporting nontaxable expenses with
an exemption;
introducing a system of
voluntary payrolling for
benefits in kind.

*
*
*
*

CONSULTATION

HMRC is gathering evidence
about the potential
impact of withdrawing

the following three extrastatutory concessions:
Employment Income
Manual 03002
– Professional
remuneration (Income
Tax)
Sports Testimonials
(Income Tax)
D45 Capital Gains
Tax: roll-over into
depreciating assets
(Capital Gains Tax)
It is open until 8 January
and can be found at tinyurl.
com/hmrc-esc
A consultation on
the draft legislation and
whether it maintains the
purpose and effect of
D40: Non-resident trusts:
definition of participator
(Capital Gains Tax) and F15:
Woodlands (Inheritance
Tax) is open for comment
until 27 November and is
available at tinyurl.com/
esc-consult

*
*
*

INTERMEDIARIES AND
WORKERS

As highlighted in last month’s
issue, from 6 April 2015,
intermediaries must send
details of workers they place
with clients who are neither:
direct employees
being treated as employees.
HMRC has now issued
draft reporting regulations
that, if unchanged, show
the information that
employment intermediaries
will need to send to
HMRC from July 2015.
The consultation on the
regulations ends on 25
November 2014. You
can find more at www.
accaglobal.com/advisory

*
*

NOTICE AND GUIDANCE
UPDATES
VAT Notice 700/44:
Barristers and Advocates
cancels and replaces the
notice of the same name

»
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AUTO-ENROLMENT
If you work for or advise a business with under
50 workers you need to know and understand the
business’s auto-enrolment responsibilities.
What is clear from research is that the process is not
understood, staging dates are not known, businesses will
rely on accountants, using an intermediary has caused
problems with payroll and it is not always known that
unless practitioners advise the individual, helping the
business to find a pension provider is not a regulated act.

Help and support – what is available?
You can find guidance on the ACCA website on key
questions including those being asked and answered by
The Pensions Regulator. Two recent questions from the
regulator are:
Are you ready?
Recent research carried out by The Pensions Regulator
suggests that significant numbers of small and micro
employers will be approaching their professional advisers
to guide and support them through the automatic
enrolment journey.

from June 2007. It provides
general information on the
VAT rules and registration,
for barristers and advocates
and includes changes to
online deregistration and
postal addresses.
Revenue and Customs Brief
32 (2014): VAT – policy on
holding companies explains
HMRC’s current position on
holding companies following
the decision of the Court of
Appeal in the case of BAA
([2013] EWCA Civ 112). It
highlights that the decision
confirms that VAT is only
recoverable where there is a
direct and immediate link to
taxable supplies and updates
guidance to improve clarity.
However, the brief also
highlights that the German
cases of Larentia + Minerva
and others (C108/14 and
c-109/14) have been referred
to the Court of Justice of
the European Union (CJEU).
It states that the ‘decision
in those cases is likely to
be relevant to the issues
described in this brief and
the guidance referred to in
this brief. HMRC will review
the policy contained in the
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guidance in the light of the
CJEU’s determination of this
reference, which is expected
in approximately 12 to 18
months.’ You can find the
referral document at tinyurl.
com/case-c-108-14 and
tinyurl.com/case-c-109-14
You can find links and
guidance on VAT notices and
Revenue & Customs Briefs
at www.accaglobal.com/
advisory

VAT: mini one stop shop

Registration is now being
accepted and you can find
our more at www.accaglobal.
com/advisory. Once
registered, the business
must, from 1 January 2015,
use the scheme to account
for VAT on all supplies of
digital services to European
Union consumers.

EXPORT
RISK AND OPPORTUNITY

Overseas Business Risks
Guides provide information
for businesses on potential
risks when trading in the
countries listed below. These
cover political and economic

Decide what information and support you will offer
your clients to help them comply with their automatic
enrolment responsibilities.
Help your clients avoid the risk of non-compliance
The Pensions Regulator has warned that the sharp
rise in employers needing to meet their new duties in
the months ahead is likely to lead to a corresponding
increase in enforcement action and penalties to
maximise compliance.
Make sure you know what needs to be done, and
when it needs to be done by, in order to help your clients
comply with their automatic enrolment responsibilities
and avoid financial penalties. You can find the links at
www.accaglobal.com/advisory
In addition to articles on auto-enrolment, ACCA has
also made available the following:
engagement letters for practitioners
guidance for businesses
guidance for employees
guidance for practitioners/inhouse accountants.

*
*
*
*

risks, human rights issues,
bribery, terrorism, criminal
activity and intellectual
property. The latest country
updates are significant and
include Austria, Vietnam,
UAE, Malaysia, Senegal
and Algeria. Go to tinyurl.
com/gov-risk
FCO Political and Economic
Updates provide information
for UK businesses on how
to identify opportunities
and guard against political
and economic risks when
trading overseas. There have
been significant updates
for Australia, Brazil, Chile,
China, Egypt, India, Japan,
Mexico, Russia and Vietnam:
tinyurl.com/fco-updates
UKTI Exporting country
guides aim to assist
businesses that are
interested in developing
their overseas trade. They
contain sections that
consider start-up, legal, and
tax and customs issues.
The latest updates include
Oman, Bulgaria and Ghana
and can be found at tinyurl.
com/UKTI-guide
Specific information on
sanctions against Russia can

be found at tinyurl.com/
russia-faq. You can find
details of other regimes and
designated persons subject
to sanctions at tinyurl.com/
sanct-list

FINANCE
ALTERNATIVE FINANCE

Guidance relating to
alternative forms of finance,
including peer-to-peer
and crowdfunding, debt
platforms, working capital
platforms, equity platforms
and supply chain finance, is
available at www.accaglobal.
com/advisory

BROADBAND

Many SMEs can get a
government grant of up
to £3,000 to upgrade to a
faster, more reliable internet
connection. Businesses can
apply for a broadband grant
now by visiting tinyurl.com/
bb-vouch. This offer ends on
31 March 2015.
You can view the results
of a recent Xero/ACCA
survey on broadband and
cloud access at www.
accaglobal.com/advisory ■
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‘

great people in a growing business means
we have a fantastic support network’
Daniel Mepham ACCA, business development
director, ClearSky, Bournemouth
I initially studied computer science
and management at Sussex University.
However, I decided after 18 months
on the course that I preferred the
business side of things far more than
programming. Much to my parents’
displeasure, I quit the course and
decided to work over the summer to
think about what I wanted to do with
my life. Ultimately, I decided that
I wanted to finish what I set out to
achieve – albeit in a different field. I
enrolled on a course in accounting and
finance, as I thought it would allow me
to fulfil my business ambitions and
give me a trade.

something you enjoy. After all, there’s a
long way to go before retirement!

I started at ClearSky as a trainee
accountant, after which I progressed
to managing a portfolio of clients. I
later moved into business development
and am currently working on a
number of recent acquisitions – while
simultaneously planning some more.
Much of my time is now spent sourcing
target firms, putting deals together
and producing a plan to successfully
integrate the new firms into the
ClearSky family.

Admittedly, maintaining a work-life
balance is something I struggle with
– but I am getting there. Working with
great people in a growing business
means we have a fantastic support
network and my colleagues are always
willing to help out. That said, I’m
never far away from my phone or iPad
to check my emails. My passion for
technology means I am always looking
for efficiencies in everything I do, while
planning as much as I can, and in the
most detail. Some people may
think I take this too far when I
try drawing up process maps for
looking after our baby.

When starting out in your
career, it’s important to
consider the longer-term
benefits of staying and
acquiring new skills rather
than pay increases. Once
you have grasped the
basics of being an
accountant, you
can find a niche
and run with
it. I would
say that
the most
important
thing is
to do

ACCA is so much more than learning
how to put a set of accounts together
or completing a tax return. It has
really given me the ability to look at
businesses holistically.
I think the biggest change I have made
was deciding to give up the day-today process of managing my client
portfolio. It was at this point I realised
I was moving more into business and
management, instead of being just
an accountant.

My main priority is, of course,
my wife and our new
daughter – there
isn’t much time for
anything else at
the moment. When
I do manage to
sneak out of the
house, I play for
a local cricket
team with a
few guys from
the office. ■

Snapshot:
Forensic
The nearest many
accountants will get to
feeling as though they’re
starring in an episode of CSI
is by working as a forensic
accountant. This is where the
job really can get exciting.
Neil Owen, global practice
director for Robert Half
Financial Services, says:
‘There has been a rise in the
number of opportunities
in forensic accounting. The
rise in demand is due to
improved awareness within
organisations of fraud and the
increase in technology-based
fraud generally. Regulation to
encourage whistleblowers to
report misdemeanours may
also have contributed.’
A forensic accountant’s
role is to investigate or assist
in the prevention of fraud or
suspected fraud. This may
involve reviewing financial
statements, transactions and
processes to evaluate whether
a company has overstated its
financial position ahead of a
sale or simply as part of dayto-day reporting.

69%

According to PwC’s Global
economic crime survey 2014,
the most commonly reported
type of economic crime
reported globally is asset
misappropriation at 69%.
Next is procurement fraud,
followed by bribery and
corruption, cybercrime and
accounting fraud.
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Audit changes start to bite
Discussions on audit reform in Europe have finally come to an end and the
challenge now is keeping up with the requirements, says ACCA’s Sue Almond
It may feel like audit reform has been
batted around the debating chambers
of Europe and elsewhere constantly
since the global financial crisis.
However, in Europe at least, we have
finally arrived at our new steady state
of regulation. The time for talking has
passed, the focus is now on tackling the
practical challenges of implementation.
For multinational corporations with
operations in a range of jurisdictions,
one challenge may simply be staying
abreast of the detailed requirements of
local audit and corporate governance
regimes. Under the EU’s new rules, for
example, listed companies in Europe
will have to rotate their auditors every
10 years, unless they put the audit
out to tender (when a further 10-year
appointment can be made – or 14
years for joint auditors).
In the UK, however, FTSE 350
companies are already required to
put their audit out to tender, though
not necessarily rotate, every 10
years. The Netherlands has also
moved slightly apart from the EU
pack, requiring auditor rotation every
eight years. Such requirements could
be considered relatively moderate,

given Argentina’s recently introduced
requirement for mandatory firm
rotation every three years.
This is not purely a ‘multinational’
concern – even relatively simple
listed businesses can have overseas
subsidiaries and will have to comply
with the different local regulations.
Despite such compliance challenges,
those in charge of auditor appointments
in the world’s major companies must

potentially replace the external auditors.
How effective audit committees show
themselves to be as champions of audit
quality will be observed by regulators,
institutional investors and all other
stakeholders with an interest in good
corporate governance.
There are, of course, repercussions
for audit firms as well. Anecdotal
evidence suggests that audit tendering
in the UK has increased sixfold. This

▌▌▌yes, regulations must be complied
with, but the focus should be on
achieving value from the audit
try to avoid too process-driven an
approach. Yes, regulations must be
complied with, but the focus should be
on achieving value from the audit – in
terms of quality and expertise, not just
price. We would expect this from good
governance in any aspect of corporate
activity. The role of audit committees will
be crucial. Regulators have considerable
expectations of audit committees and
their ability to appoint, monitor and

will inevitably create a substantial
planning challenge for audit firms.
Audit tendering is an expensive
process, so it will be interesting to
see how selective the firms are in the
tenders they pursue – and the extent
to which mid-sized firms are able to
compete and win new work. Once new
auditors are appointed, firms will need
to get up to speed fast; there are mixed
views on the risks in the early period
of a new auditor’s tenure (when insight
and knowledge is lowest, but equally
when there may be more opportunity
to challenge existing practice).
Patience is needed as we assess
the impact of new audit regulations.
Achieving a significant change in the
profile of the audit market – specifically
greater involvement of non-Big Four
firms in the largest listed company
sector – will take time. Audit tendering
is periodic, and only a proportion of
audits can be expected to be awarded
to new firms in any one year. So while
there may be huge activity going on
now within audit committees and audit
firms, we may have to wait 10, 15
or even 20 years before judging the
success or otherwise of the new audit
regimes being introduced. ■
Sue Almond is external affairs director
at ACCA
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The view from

‘

WE HAVE A £180M-PLUS ANNUAL INCOME’
ANDREW ROTHE ACCA, FINANCE
OPERATIONS MANAGER, DRIVER AND
VEHICLE STANDARDS AGENCY
SNAPSHOT:
EMPLOYMENT

I joined the civil service
six years ago to work for
the Vehicle and Operator
Service Agency, part of the
Department for Transport.
It has since merged with the
Driving Standards Agency to
form the DVSA, the Driver
and Vehicle Standards
Agency. So there has been
lots of change.
DVSA is a ‘trading fund’,
which means its activities
are funded by the services
bought by our customers.
We are similar to a
commercial business and
different from many other
government departments
and agencies. My primary
responsibilities relate to
income from operator licensing, MOTs
for heavy goods vehicles and public
service vehicles, and enforcement.
I report directly to the financial
control manager, who reports to
the finance director. I have a highly
motivated team who conscientiously
help me reconcile monthly the £180
million-plus annual income.
I am involved with two large
projects. The Subject Matter Expert
for Shared Services is an initiative
involving the centralisation of some
back-room activities from different
agencies into one department. The
second project is the Information
and Communications Technology
Modernisation Programme, where
four of our key front-end systems
are updated. We have to ensure
all accounting activities comply
with International Accounting
Standards and International Financial
Reporting Standards.

Austerity has led to a big cut
in public sector employment,
which has fallen to 5.4 million
people – the lowest number
since the current system of
measurement was adopted in
1999, according to the Office
for National Statistics. The
figure represents 4.4 million
positions on a full-time
equivalent basis.
Public sector employment
reached its peak in 2009, with
6.3 million employees.
Central government
(including academy
schools) employs 2.8
million people.
Local government
(including other schools
and police) employs 2.4
million people.
Public corporations
(including RBS since 2008)
employ 187,000 people.
In the last year alone, public
sector employment has fallen
by 282,000, in a period when
private sector employment
rose by more than a million.
The reduction in public
sector employment levels
has been achieved mostly
through the reclassification
of some employment from
the public to the private
sector, such as Royal Mail
and Lloyds Bank.

*
I deal with the external auditors
– and with internal audit where
we undertake tasks for them.
This primarily involves processes,
procedures and providing details of
transactions randomly sampled from
the more than 200,000 that go through
our systems every month.
My employer has been very
supportive of my training and
qualifying. I have been given day
release to attend college, time off
for examinations and mentoring from
my line manager. The knowledge from
undertaking the ACCA Qualification has
helped tremendously with my work.
I have one exam left to take, and the
hardest challenge has been juggling
study with the commitments of work
and family.
Work/life balance is important to
me. I relax with the family and I play
squash and badminton twice a week,
which recharges my batteries. ■

*
*

12,000

Number that public sector
employment would have fallen
by in the last year without
sector reclassification.
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Locked out
Heavy cuts in social care budgets have raised fears that vulnerable people will not get
the help they need to stay in their own homes, putting more pressure on the NHS
Some £3.5bn has been removed
from local government spending on
adult social care over the past three
years, according to the Association
of Directors of Adult Social Services
(ADASS). But as spending on social
care goes down, does NHS spending
go up to compensate?
Local authorities have struggled to
balance the books following substantial
cuts in grant support from central
government – and social care is
local government’s biggest cost after
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education. Spending on social care
has been cut by a variety of means –
including paying care providers less,
but also by making the criteria for
support tougher and so reducing the
number of people receiving assistance.
‘Councils have needed to make 26%
reductions over the last four years –
12% cash and 14% due to rising need,’
explains David Pearson, president of
ADASS. ‘They have done their best to
protect adult social care, spending on
which has risen from 30% to 35% of

council expenditure over the past
four years.’
Pearson says there have been many
examples of creativity and innovation
in achieving savings. They include
providing better advice and information,
helping more people remain
independent through ‘reablement’,
offering carers better support, jointly
commissioning or providing services
with health, and changing eligibility
criteria and increasing charges. He
adds: ‘Despite the reductions, the

social care | public sector

be found if the social care system is
to work properly and be safeguarded.
Crucially, half the ADASS members
surveyed predict that the loss of
some social care support will increase
pressure on the NHS.

Knock-on effects

proportion of delayed transfers of care
attributable to social care has reduced
over the last four years.’
An ADASS survey of its members
in the summer found that 48% expect
fewer residents to receive social care
services in future, while 47% predict
that over the next two years service
users will be given smaller budgets to
spend on their own care and support,
and 55% believe that some care
providers will hit financial difficulty.
ADASS argues that more funding must

It is easy to see how social care cuts
are likely to work through the system
into the NHS. Hospital discharges will
be delayed if there is a reduction in
support to people when they leave
hospital. And without help from care
assistants, elderly people living at
home will be more at risk of accidents
and malnutrition.
Gillian Fawcett, head of public
sector at ACCA, says: ‘The social care
budgets of local authorities are under
significant pressure, and this is likely
to get worse as the population ages
and the percentage of older people
with chronic diseases increases. We
are sitting on a ticking time bomb and
need to have a radical rethink of how
social and healthcare services can be
delivered and funded to meet the needs
of the most vulnerable in society.
‘The biggest concern is that councils
will not meet the needs of people
wanting to remain in their own homes
with social care support. Without
such support it is more than likely to
impact on the health budget, such as
emergency healthcare services.’
The Nuffield Trust is in no doubt
about the reality of cuts in local
government social care budgets. Its
Social care for older people report found
that annual spending on social care
for the elderly between 2009/10 and
2012/13 fell from £10.6bn to £9.8bn
while demand rose. As a result, nearly
a quarter of a million fewer old people
received publicly funded community
services in 2012/13 than three years
earlier (a 26% reduction). The number
of elderly people receiving meals
delivered to their homes more than
halved in the same period.
One impact on the NHS is
absolutely clear, says the report:
funding transfers from the NHS to local
authorities prevented social care being
hit even harder. The report adds that
a lack of data makes it impossible to
accurately assess the impact of social
care cuts on the health of the people
affected, or whether it caused the NHS
to spend more on their treatment.
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‘You can certainly see the
mechanisms by which reductions in
social care would impact on the NHS,’
says Mark Dayan of the Nuffield Trust.
‘But it is surprisingly difficult to prove
because there is a lack of tracking in
the system.
‘But we do at least know that at
the end of people’s lives, health and
social care tend to be substitutes for
each other. But it doesn’t have to be
local authority social care. The pretty
substantial cuts in social care that
we have seen have to an extent been
soaked up by people paying privately
and perhaps selling their homes,
families looking after relatives, and
maybe some of that falling on services
provided by the NHS.’

Family affair
Families are increasingly having to pick
up more of the bill for care for elderly
relatives. Tameside council in Greater
Manchester has just been told by the
Local Government Ombudsman it was
wrong to raise residential care charges
for an 80-year-old woman for whom
funding arrangements had already
been agreed.
‘Our complainant was in a very
difficult situation,’ the ombudsman
said. ‘He could not move his mother
and risk her health deteriorating, and
he could not afford to pay the extra
money the council demanded.’
The ombudsman added that another
160 elderly people in Tameside – and
their relatives – had been wrongly
required to pay extra for care.
Tameside maintains it did nothing
wrong and was penalising care homes
that did not meet its quality threshold.
Both the government and the Labour
Party seem committed to greater
integration of healthcare and social care
to help synchronise the two services.
Labour’s shadow health secretary Andy
Burnham has proposed moving social
care out of local government and into
the NHS. Conservative health secretary
Jeremy Hunt has suggested giving
clinical commissioning groups joint
responsibility with local government for
social care.
But it seems unlikely that either
approach will resolve the problems
unless they also come with a
substantial injection of extra cash. ■
Paul Gosling, journalist
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Congratulations!
The new ACCA members listed here achieved membership in the third quarter of 2014
and can now all proudly display the ACCA letters after their name
Zahir Abbas
Francesca Abram
Ahmez Acharaz
Kelly Adams
Peter Adams
Richard Adams
Charlotte Addicott
Adeel Ullah Hashmi
Olasumbo Ademosu
Adeola Ayodele
Adetunji
Tolulope O Adewole
Til Ram Adhikari
Uliana Agnia
Helal Ahamed
Priya Ahluwalia
Imran Ahmed
Saju Ahmed
Sarah Ahmed
Ahmed M Abdullahie
Naveli Ahuja
Olagoke Ajayi
Olubunmi Akamo
Mosunmola Akanji
Abraham Akapa
Irfan Akbar
Sebastian Akillian
Eduard Akopian
Kamilya Aktleuova
Barbara Albajara
Adham Albassiouni
Marina Aleksandrovic
Jean-Daniel Alexandrian
Dmitri Alexandrov
Jafaru Alhassan
Ahmed Ali
Emadul Islam Ali
Waqar Ali
Oluwafunmilayo Aliyu
Caroline Louise Allan
Matthew Allen
Stephanie Allen
Michelle Allerton
Muhammad Almezweq
Xavier P Alujas
Amna Aziz
Arron Anderson
Ina Andreeva
Peter Andrews
Ana Maria Angues Valina
Joanna Aniol-Gordon
Paul Annetts
Maria Helena Anstee

Victoria Archer
Arif Iqbal
Leonie Armour
Jonathan Armstrong
Lesley Armstrong
Stacey Arnold
Mohammad Arshad
Stuart Arthur
Anik Arya
Alexander Ashby
Paige Ashouri
Muhammad Asif
Michael Aston
Richard Atkinson
Alfred Atta Taylor
Souzanna AtzaiPanagiotidou
Madison Aubin
Robert Audis
Natalia Avanesova
Faizan Anwar Awan
Osama Ayub
Mohammad Azeem
Flora Babakhani
Kamran Babar
Olatutu Babatola
Chandni Badiani
Grant Badura
Aminah Bahaj
Janet Baidoo
Mohammed Baig
Natasha Bailey
Muhammad Tariq Bajwa
Dhaval Bakhai
Renu Bala
Abarna Balamuraly
Dominic Ball
Rachel Ballard
Clare Rhona Ballerino
Mozina Bangdiwala
Michael Stuart Leslie
Banks
Nicola Banks
Sunjit Bansal
Yinhuan Bao
Eleanor Claire Barnard
Claire Barton
Francesco Bason
Tayaba Batool
Emma Beckett
Jennifer Victoria Beckett
Julie Beech
Beenish Javed
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Amina Begum
Nipa Begum
Andrew Bell
Phillip Bellringer
Sophie Belt
Kelly Benge
Edgar Ogville Bennett
Kerstin Benthack
Rachael Bentley
Jeremy Benton
Angela Carolyn Best
Gordon Bettany
Meghana Bhagat
Ahmed Bhamjee
Mrunalini Bhate
Bejal Bhatt
Jagdish Bhojwani
Nicola Jane Bickell
Christopher Albert Birnie
Alison Black
Christopher John Black
Amanda Blades
Michael Blaken
Nikki Body
Sergei Bogrov
James Bolt
William Bolter
Claire Booth
Victoria Booth
Katherine Bowen
John Bowron
Emma Boyle
Kirsty Boyle
Kelvin Bradbury
Christopher A Bradley
Robert Bradstock
Milena Braganca
Tom Brand
Christopher Hamilton
Brash
Suzanne Bray
Matthew Breban
Valentin Brescan
Oliver Brett
Kelly Bridge
Christopher Bright
Lynette Gail Bright
Keeshia Briscoe
Mark Bristow
Michael Wayne Britz
Rachel Elizabeth Brobin
Kate Bromley
Jasmine Jade Brook

Daniel James BrookeGandhi
David Brown
Graeme Brown
Helen Brown
Michael Brown
Natalie Brown
Rebecca Brown
Cerys Brunsdon
Jemma Buchanan
Virginia Bullock
Daniel Bulman
Mungu Peter Bumaha
David Buntain
Josie Bunting
Stephen Burgess
Ryan Burkett
Nicola Ann Burland
Jack Burn Devries
Danielle Burnford
Craig Burnie
James Burt
Agnieszka Stefania
Busza
Fiona Margaret Butcher
Philip Charles Butler
Michael Butt
Bronwen Sian Buttery
Timothy Buxton
Toni Jean Cady
Danielle Campbell
Irina Canty-Forrest
Fiona Jane Caren
Dawn Christine Carey
Blair Cartledge
Andrew George Case
Anna Cathro
Dhimitri Celanji
Lisa Jane Cevik
Kate Chadbone
Sinduja Chandramohan
Paul Chapman
Dawn Charlton
Richard Chatfield
Amit Chaudhary
Vishal Chauhan
Chen Lei
Max Child
Wayne Chim
April Chiu
Ali Ghawas Choudhry
Gousuddin Choudhury
Leanne Marie Churcher

Adriana Ciochon
Emma Clarke
Paul David Clarke
Matthew Clay
Sian Cole
Sophie Coles
Russell Paul Colley
Grace Collins
Joshua Collins
Richard Collins
Emma Comiskey
Marcus Connew
Nicole Amanda Cook
Fatima Coovadia
Jessica Copley
Julian Corden
Sarah Elizabeth
Cosgrove
Joshua Coull
Jonathan Cowley
Daryn Richard Cox
Paul Cox
Andrew Herbert
Crawford
David Crook
Sophia Crosskey
Ben Crossley
Sophia Crouch
Shona Cummins
Paul Cundle
Claire Currie
Lidia Malgorzata
Cymerman
Malgorzata
Czepkowska
Adriana Dacko
Pavel Dadonov
Chris Dalton
Manal Dalton
Anthony Peter Dauncey
Jinal Dave
Jonathan Davey
Anthony Davies
Lucy Davies
Craig Davis
Samantha Jane Davis
Suzete Davy
Ian Dawson
Alison Day
Vanessa Jayne Day
Kenneth Raymond De
Negri
Candice De Wulf
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Andrea Denny
Delphine Desprez
Cecilia Deze
Ashni Dhanani
Manraj Dhillon
Zihang Wang Dietz
Milena Ivanova Dimitrova
Kordel Dixon
Christopher Docherty
Lisa Ann Donald
Dominique Dondelinger
Sarah Donley
Catherine Doogan
Robert Dorling
Harvinder Dosanjh
Stacey Drew
Layla Drewell
Scott Driscoll
Nicholas Duke
Wendy Duncan
Timothy Durdy
Iryna Dyachenko
Lisa Dyble
Charlotte Dyson
Danielle Easter
Ivie Ediae
Graeme Edie
David Edwards
Stephen Edwards
Ehsan Ullah
Delani Elangaratnam
Liam Elliott
Paul Ellis
Stephen Ellis
Steven Elstob
Lisa Elsworth
James Emerson
Sarah England
Jodie Enright
Martin William Enstone
Abul Noble Ershaduddin
Natalie Essex
James Evans
Lee Eves
Faizan Ali Baig
Andrea Carole Faulkes
Emma Fergusson
Rebecca Fernley
Fiona Ferrol
Leanne Findlay
Jenny Finnegan
Dawn Fisher
Helen Fletcher

David Flint
Kimberley Foulkes
Alanah Lorraine Fountain
James Fox
Pauline Rita Frame
Emily Jane Fraser
Nicholas Furno
Richard Gadd
Jason James Gallagher
Anupama Ganapathiraju
Tajinder Singh Garchay
Samantha Gardner
Aditya Garg
Ernesta Gavrilova
Claire Elizabeth Gaywood
Daniel George
Holly George
Arati Ghale
Bobby Ghirrdra
Joanna Gibbs
Heather Gibson
Rajvinder Kaur Gill
Ravnoor Gill
Paul William Gillam
Hayley Gladstone
Antoniadou Gloria
Katy Glover
Irene Godfrey
Christopher Golson
Xmas Gombakomba
Roni Gommon
Joanne Goobey
Kirstie Marie Goodall
Laura Goodband
Ben Gooderham
Kayleigh Marie
Goodfellow
Donna Goodwin
Johanne Gorerino
Cai Goulding
Lisa Graham
Vikki Graham
Amanda Claire Gray
Ashley Gray
Carl Gray
Oliver Gray
Hannah Greatorex
Trina Louise Griffiths
Victoria Griffiths
Samantha Grover
Beata Gruca
Tian Gu
Sarah Guilcher

Rahul D Rameshchan
Gupta
Abdul Hafeez
Deborah Haffenden
Mohamed Raza
Haindady
Hashna Halai
Andrew Hamilton
Benjamin Hammond
Maa-Naa-Ashorkor
Hammond
Zuzana Hanakova
Daniel Hancock
Sadaf Hanif
Terri Hanley
Nicola Hann
Lee Hannah
Vikas Hans
Kerry Harben
Nathan Harbidge
Lee Harbour
Henrietta Harcsa
Gina Harding Hubbard
Bridie Hardy
Nicholas Hardy
Skye Anne Hardy
Christopher Harris
Joanna Harris
Jennifer Harrison
Christian Hart
Karen Alexandra Hart
Emma Harvey
Mark Joseph Harvey
Alix Harwood
Abbas Hashempour
Aisha Hasmani
Shereen Hassan
Emma Jane Hatcher
Yar Shee Hau
Shabana Hauseea
Jonathon Edward Hawes
Emma Kate Hawkes
Aaron Hawkins
Kerry Hawkyard
Daniel Hayes
Paola Heaton
Nathan Heelas
Luke Henning
Abbie Henshaw
David Herd
Gemma Hetherington
Paul Brian Hibbert
James Hickey

Daniel Hildebrand
Liam Hill
Alastair Hillary
Elizabeth Hills
Louise Hilton
Lisa Hind
Alan Hindle
Laura Hinsley
Sakina Hirani
Averkios Michael
Hjioannou
Hla Win Myat
Louisa Ho
Gemma Hobson
Leanne Hodge
Mark Hodge
David Hodgkiss
Kerry Hollett
Stuart James Holloway
Rachael Holt
Esme Honour
Jonathan Horn
Michelle Horner
Emily Horowitz
Timothy James Hough
Anthea Howard
Julia Howard
Elin Howell Evans
Hu Zhi Qiang
Emily Humphreys
David John Hunter
Aron Huq
Christopher Hurford
Andrew Hurst
Kashif Hussain
Shahzad Hussain
Natasha Hutchin
Ian Hutchinson
Scott Hutson
Andy Hyde
Nadezhda Ibragimova
Francis Igwe
James Ingram
Hadiyah Irshad
Mizanur Islam
Suzanne Issitt
Matthew Ives
Sarah Jackson
Shivangi Jain
Adam Michael Oliver
James
Jonathan James
Monika James
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Jennifer Jared
Hisham Tallal
Mahmoud Jarrar
Jade Jarvis
Donna Marie Jenkins
Eve Jennings
Sian Jennings
Rashid Jhan
Lai Jiang
Tian Jiang
Scott Jiggins
Chantelle Johnson
Amie Jones
Daniel Jones
Matthew Jones
Maxine Jones
Natalya Jones
Hannah Elizabeth Joseph
Zita Junzi He
Claire Kagudde
Justyna Anna Kaleta
Magdalena Kaminska
Monika Kamycka
Gemma Kane
Christine Ekaete Kanu
Monika Kapalka
Emily Kaplonek
Krishna Karki
Raymond Karugaba
Anika Katelia
Kulvinder Kaur
Olivia M Kavanagh Jones
Shelley Paula Kebir
Damian Tobias Keen
Aidan Kelly
Benjamin Kennedy
Sarah Kent
Barrie Kenyon
Simon Kerry
Lucinder Khaira
Mohammed Owais Khan
Nadia-Noor Khan
Rehan Raza Khan
Rizwan Khan
Adeel Anjum Khan Jadoon
Khadija Khanbhai
Anish Dinesh Khanderia
Suraiya Khatun
Praful Bhikoo P Kila
Wendy Kilday
Irma King
Natalie Klausch
Theofanis Kleanthous
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Andrzej Klodas
Daniel Richie Knapp
Daniel Knowles
Robert Knowles
Midori Koiizuka
Anna Kolsut
Ekaterini Kontogianni
Panayiota Koshias
Disha Kotecha
Adigidzi Oscar Kotso
Affoue L N Kouadio
Liudmila Krasnouskaya
Lenka Krojerova
Szymon Krzyzanowski
Monika Katarzyna
Kubiczek
Tania Kukran
Auel Kulmagambetova
Arunesh Kumaravel
Iryna Kunitska
Nadia Kureemun
Lina Kurgoniene
Milkah Kuria
Kartika Luna K Kusnadi
Przemyslaw Kusza
Irina Kutlu
Cyrus Kyani
Michalis Kyriakou
Zaneta Ladanovskaja
Ram Ladsawut
Aina Laganovska
Hannah Lake
Krystyna Lakomska
Laura Lamb
Celine Lambert
Emily Lambourn
Terry Langford
Victoria Langlands
John Adeyemi Lanlokun
Kamila Latacz
Zeshan Latif
Kevin Kam Hon Lau
Lynne Laurie
Jon-Paul Lawrence
Karen Elizabeth Laxton
Kim Anh Thi Le
Robert Learmonth
Stuart Leat
Michelle Lee Shu Yen
Katy Leggate
Sui Pan Leung
Angharad Lewis
David Lewis
Daniel Lezala
Hong Li
Li Man
Liping Liang
Liang Xiao Yi

Donna Claire Liddle
Pauline Lightfoot
James Lihou
Lilly Jie Liang
Man Pui Effie Lin
Peter Michael Lipscombe
Liu Heng
Liu Xiaohuan
Rebecca Liversedge
Daniel Livesey
Alexander Lloyd
Vibeke Loberg
Amanda Locke
Rohan Lodhia
Deborah Victoria Long
Efstratia Lounta
Silvia Lovato
Alexander Lovejoy
Jenna Lovett
Kapambwe Luambia
Thomas Lucas
Jason Mabbley
Craig Macbeath
Murdo Euan Maclennan
Sandra Macrae
Thomas Magson
Barry Maguire
Zara Mahmood
Aleksandra Maksymiuk
Jack Mallinder
Becki Mallinson
Sagar Manglani
Mohammud Kaisar
Manik
David Mann
Sukhdev Mann
Felix Manso Garcia
Andrea Manzini
Mao Guofeng
Melinda Marchal
Antonino Maresca
Roxane Marfaing
Alice Marshall-Chalk
Caroline Louise Martin
David Martin
Luke Martin
Phillippa Martin
Richard Nicholas A
Martin
Lianne Mason
Wahid Masood
Heidi Mauger
Dilyara Mavlanova
Kimberley Mawer
Thomas May
Wieslawa Teresa Mazur
Gloria Mazzucchelli
Corine Owe Mbouko
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Scott Mccolm
Kelly Ann McDonell
Mark James McGiven
Hayley McGovern
Ross McIntosh
Liam McKenna
Ann-Marie McKeown
Christopher Mckeown
Sean Mclean
Sophie Mclennan-Wiggin
Michelle Mcnair
Claire Mcnamara
Rebecca Mcquillan
Kevin Megson
Roushab Mehta
Philip Menown
Rhys Meredith
Edward Mesquitta
Paul Middleton
Joseph Miglorine
Madeleine Millard
Shukhrat Mirakhmedov
Hanoz Mirza
Sejal Mistry
Alison Mitchell
Scott Mitchell
Edward Mo
Moazzam Shahzad Sahi
Anoushka Mohamed
Mohammed Monir
Hossain Bhuiyan
Mohammed Shafiq
Peter Molloy
Constance Moore-Ceaton
Craig Morris
Jennifer Morris
Vanessa Morris
David Morse
Nicola Morton
Josh Mosley
Rachel Elizabeth Moss
Leigh April Mounser
Tommy James
Mountford
Malgorzata Muda
Sukhdev Mudhar
Fungai Mugomba
Kudzai Peter Mugwambi
Muhammad Ihtzaz Qasim
Muhammad Maaz Pasha
Muhammad Shoaib
Aswani
Muhammad Talha
Rehman
Muhammad Waqas
Urrehman
Evaristo Chileshe
Mukuka

William A Mullings
Lisa Marie Munns
Brendan David Murphy
Michelle Murray
Siobhan Murray
Ene-Loyce Musara
Bashir Muse
Bahzad Mustafa
Mutaf Rifat
Nabila Misha
Naeem Ahmad
Harpal Nagi
Naina Andleeb Kazmi
George Nanthambwe
Sima Naran
Mia Nardani
Aly Khan Nathu
Melanie Nation
Nodir Nazarov
Lisa Neale
Jeremy Neuberger
Sam Newton
Wang Nga Fun
Faith Ngana Shawa
James Nichols
Imogin Nicholson
Gareth John Nisbett
Scott Norris
Shernelle Nicole Norris
Mark Adam Northam
Stacey Jane Norton
Andrea Nova
Andrew Oku Nwabueze
Weronika Nycz
Samantha Oates
Charles Abimbola
Oduleye
Rosaline Ogbechie
Oluyemi Omolaja
Ogunsanya
Seydali Oguzkan
Oladayo O Oladeji
Bolaji Dotun Olaleye
Hannah Olford
Mayokun Akinyemi
Olojola
Kelechi Oluigbo
Velida Omanovic
Akpome Ome Omorhirhi
Frances Onuekwusi
Anastasia Onwudiwe
Mameyaa Opuni
Frimpong
Patrick Adamtey Osei
Oluranti Osindero
Charlotte Ovens
Katherine Owen
Iretioluwa Oyejola

Daniel Page
Sean Page
Bruce William Palmer
Emily Palmer
Michael Palmer
Gurneeta Panesar
Sangita Pankhania
Elena Irina Papuc
Debbie Parcell
Elizabeth Jane
Parkinson
Alpeshkumar Parmar
Arti Parmar
Glen Parry
Imogen Parsons
Desislava Paskaleva
Ankit Patel
Beenal Patel
Bhavesh Patel
Dhivesh Patel
Dipika Patel
Kunal Patel
Manish Patel
Nishan Patel
Pratik Patel
Zakaria Pathan
Philippa Payne
Hannah Peachey
Adam Pecsuk
Samuel Pedder
Mehnaz Shaheen
Peerally
Barbora Pelcakova
Emma Michelle Perrin
Gemma Perry
Laura Perry
Ceri Phillips
Gillian Phillips
Phyu Phyu Khaing
Joanne Pickering
Adam Pickett
James Picketts
Daniel Pilgrim
Adrian Pinder
Stephanie Pingue
Robert Pink
Benjamin Piper
Kamila Adriana
Piszczek
Jade Plampton
Lynn Pollock
Sarah Frances Ponteen
Olaoluwa O Popoola
Thomas James Porter
Kathleen Ann Potter
Emma Louise Powell
Praseeda Pramodh
Olesya Prantyuk
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Lee Ronald Price
Dean Pullen
Kevin Punter
Tushaar Puri
Qiu Linyun
Claire Quest
Kayla Quinnell
Hussam Mahmood
Qureshi
Mohammad Kamran
Shahzad Qureshi
Nasser Rabi-Laleh
Muzammel Rafiq
Martyn Raftery
Mahammad Rahman
Shamima Rahman
Gurvinder Rai
Kavita Rai
Shashi Kala Rai
Jaspreet Raino
Sandip Rajbhandari
Paramjothy Ramesh
Dhimansingh
Ramkissoon
Faye Randle
Thomas Alan Ranford
Angalee Rani
Sheba Rani
Emma Joanne Rapley
John Cameron Rarity
Liudmila Rastorgueva
Hannah Raynor
Zaheer Razzaq
Md Abdur Razzaque
James Redshaw
Azher Rehman
Karen Reynolds
Mohammed Ijaz Riaz
Mubbasher Riaz
Charles Richmond
Simon John Rickard
Elizabeth Ridley
Emma Rigby
Jennifer Rigby
Christopher Riley
Lisa Robb
Jafar Robbani
Emma Christine Roberts
Jessica Roberts
Cheryl Robertson
Klarrisa Maria Robertson
Suzanna Robertson
Kevin Harry Frank
Robinson
Lucy Anne Robinson
Mark Robinson
Michelle Robinson
Timothy Peter Robinson

Gary Robson
Oksana Rocheva
Petra Rohrerova
Ines Romanillos
William Rose
Massimo Rossini
Charlotte Rowe
Joanne Rowland
Cathrin Jane Rowlands
Jessica Rowles
Neil Rudd
Paul Robert Rush
Francesca Rusher
Jamie Russell
Hakan Rustem
Sabbir Hussain
Mohammed Bakhtiyar
Saiyed
Madoka Sakano
Muhammad Saleem
Farah Binte Saleh
Ana Isabel San Jose
Sanchez
Cristina Sanchez Tofe
Emma Teresa Sanders
Jennifer Sanderson
Jasbeet Kaur Sandher
Muhammad Surajo
Sanusi
Nitesh Sarpal
Bilkis Satar
Peter Leo Sawrij
Daniel Sayers
Karl Schwarz
Adam Scott
Andrew Scott
Daisy Anna Scott
Richard James Scott
Peter Seath
Matthew Seegelaar
Simon Sehgal
Svitlana Semenova
Tom Sewell
Shabir Ahmad
Noreen Shah
Prashan Shah
Samil Shah
Niraj Shah Aka Jain
Khurram Shahzad
Khurram Shahzad
Lorraine Shalley
Vandana Shandal
Osama Sharief
Ofer Shechter
Neena Kumari Sheemar
Farzana Shehab
Runnan Shen
Susan Shields

Paul Gerald Shilham
Jun Shu
Katherine Sibley-Denne
Kirandeep Sidhu
Monica Sidhu
Sukhbir Singh Sidhu
Komborerai Simango
Stacey Simmonds
Emily Simpson
Jayesh Rambhai Sisodia
David Skillett
Fatmira Skura
Brett Smith
Christopher Smith
Daniel Smith
Kirsten Smith
Mark Smith
Neil Smith
Hayley Snape
Muhammad Solaiman
Song Zhe
Dhaval Soni
Mihir Soni
Marc Southern
Susan Spector
Carly Spencer
Graham Charles Spicer
Melissa Stanton
Amy Stephenson
Craig Stewart
James Stiff
Louise Still
Adam Stirna
Rachael Anne Stones
Sophie Stothard
Kevin Stout
Lisa Strain
Ian Strawbridge
Gareth John Stroud
Kyriakoulla Stylianou
Sarah Sudell
Mark Sudworth
William Sumner
Sarah Sutcliffe
Vishaal Chand Suvarna
Thelma T Swain
Caroline Swan
Daniel Frederick Swann
Matthew Swansbury
Maciej Marian Szeremeta
Dorota Anna Sztorc
Natalie Talbot
Louise Talmage
Pooja Natasha Talwar
Sophie Tank
Matthew Tarr
Rachel Taylor
Adam Tee

Srisaila Theyagarasha
Clare Thomas
Matthew Thompson
Lisa Thomson
Rebecca Thorley
Amanda-Jayne Thornton
Martin Thung
Lisa Tidyman
Sean Tolan
Kevin Tolmie
Phil Ian Toole
Nicholas Townend
Jack Townsend
James Treeby
Abraham Kidane Tukue
Judith Lynn Turyagyenda
Renold Tuscano
Patrick Twist
Nuwan Indika Sumana
Udagamage Udagama
Durayalage
Md Farid Uddin
Ndueso Innocent Udia
Sylvia Ukachukwu
Zaka Ullah
Joanne Unwin
Jayne Urwin
Jonathan Usher
Andrew Vadron
Lidija Valteris
Katarzyna Vanderputt
Jonathan Vaughan
Ilgiza Vedikhina
Athena Venardos
Tonye Jadesola Vianana
Rachel Vincent
Joanna M Wachowska
Tanya Wadey
Janine Wadlow
Katherine Wain
Jackie Walder
Hannah Louise Walker
Rebecca Wallis
Orfhlaith Walsh
Hong Wang
Tiantian Wang
Sarah Ward
Michelle Wardle
Peter Guy Anthony Wass
Sophie Watkins
Jonathan Watson
Martin John Webb
Samantha Webb
Cleo Webster
Rosie Welch
Joseph Weller
Scott Wheatley
Georgina Wheeler
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Liam Wheeler
Jessica White
Marc White
Emily Whitehead
Roseanna Whiting
Marc Wickham
Jessica Wilkinson
Paul Wilkinson
Bonnie Williams
Donna Williams
Gareth Williams
Hayley Williams
Iona Williams
Rebecca Williams
Samantha Williams
Stacey Williams
Daniel Wilson
James Wilson
Geoff Wingfield
Christopher Wingrove
Alex Winter
Darren M J Winter
Kayleigh Withey
Anna Wong
Neil Arthur Wood
Carly Woodland
Thomas Woodward
Elizabeth Louise Woolgar
Stuart Worgan
Alicja Worytkiewicz
Marta Wozniak
Charlotte Wragg
David James Wright
Davinia Louise Wright
Julie Wylie
Xie Wei
Mingheng Xu
Adila Parveen Yackub
Bhavik Yadav
Thomas Yallop
Scott Chee Lok Yam
Agnes Yaro
Christine Sze Nga Yeung
Onhung Hayley Yip
You You
Hyujeong Youn
Hao Zhang Young
Jessica Zajac
Jolanta Zeglinska
Zheng Zeng
Xiaofang Zhang
Li Zhao
Zhao Pengfei
Zhao Shan Shan
Zi Qi Zheng
Zheng Kai
Zhou Qianqian
Aurelija Znakova ■
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Multiple-location MBAs
Given that business is increasingly global in nature, it’s no surprise that MBA students are
favouring postgraduate qualifications that allow them to gain experience in multiple places

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

Globalisation may have
begun as the process of
international integration in
the business world, along
with other aspects of culture,
but it has now well and truly
reached the education sector.
MBA students are
increasingly looking at
business school programmes
that cover multiple countries,
and are no longer willing to
settle for business school
programmes in one country.
The reasons speak
for themselves. First and
foremost, arguably, is
the globalised nature of
business. Studying for a
postgraduate qualification
in multiple locations will
allow you to build life-long
connections and friendships
with influential global
professionals by giving you
networking opportunities;
it will give you exposure to
different perspectives about
the world economy and
a deep understanding of
different business practices.
Then there is the financial
reward. By building the skills,
knowledge and network
you need to succeed on the
global stage you will, by
default, increase your worth
and your potential earnings.
Not only will a global MBA
with international experience
help your career – it is of
great value to all potential
employers, who favour
graduates with international
exposure over those without,
giving you that competitive
edge in a tumultuous
recruitment arena.
‘Employers who hire
MBAs expect individuals who
can deliver value to their
businesses and, in a world
of global and converging

markets, people with the
skills and experiences to
adapt quickly and drive
performance forward are
highly sought after,’ says
Sionade Robinson, associate
dean of MBA programmes
at Cass Business School.
‘Learning and
development design to grow
these skills and capabilities
should be clearly visible in an
MBA programme. We believe
employability is central to
our principles of design in
our programmes.’

What’s so special?
So what is on offer in terms
of global MBAs that allow
you to study in multiple
locations? This demand
from students – who are
seeking programmes that
incorporate lengthy study
trips abroad, international
exchange programmes
and internships in foreign
countries – is changing how
business schools operate.
There are some pioneering
global MBA programmes that
have been able to provide
a genuine understanding
of how the global economy
works and how organisations
can best organise and
operate in it and therefore
ultimately help train a new
generation of leaders.
For example, France-based
ESSEC Business School
offers a global MBA that gives
students the opportunity
to spend three months
outside France with a term in
Singapore and two separate
spells in other countries.
At INSEAD, candidates
sign up in part because they
can study in two different
regions, Europe and Asia,
with the option of also

»
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ALL FOR ONE…
The OneMBA is an innovative and creative programme launched by five universities
across four continents.
The University of North Carolina’s Kenan-Flagler Business School has joined forces with
the Chinese University of Hong Kong (CUHK), Tecnológico de Monterrey Graduate School
of Business in Mexico, Escola de Administração de Empresas de São Paulo in Brazil and
the Rotterdam School of Management at Erasmus University in the Netherlands.
Students attend classes every four to six weeks at their home university. In addition, they
join other OneMBA participants from all partner schools for four global residencies spread
over the 21-month programme. Each global residency lasts seven or eight days.
The OneMBA class of 2015 comprises 95 students from 17 countries, 79% male and
21% female with an average age of 38 and an average 12 years of professional experience.
http://onemba.org

Two-year MBAs back in fashion
According to new research, demand is returning for the traditional two-year MBA degree.
The 2014 Application Trends Survey from GMAC, distributor of the GMAT entry test for
business schools, showed that for the second year in a row, a majority of full-time,
two-year MBA programmes reported rising or stable application volumes.
In 2014, 61% of schools teaching two-year degrees reported an increase in
applications, according to GMAC, up from 50% in 2013. This year’s results go some way
to allaying fears that the more traditional two-year courses are on their way out as the
popularity of part-time and online MBA programmes grows.

UK and Belgium schools fall back
Britain and Belgium were the big losers in the 2014 Financial Times Masters in
Management (MiM) rankings, with seven out of 11 British schools and three out of four
Belgian schools falling by seven places or more.
Going against the grain was London Business School, which was a new entry in the
rankings at number 10, making it the highest-ranked business school in the UK.
The FT’s MiM rankings feature the top 70 management degrees for students with little
or no previous work experience. St Gallen of Switzerland stayed at the top of the table,
followed by two Parisian schools, HEC and ESSEC.
There are four other new entrants in the top 70 table: EBS Business School in Germany
(14), Canada’s Sauder School of Business at the University of British Columbia (49),
ESC La Rochelle in France (64), and China’s Tongji University School of Economics and
Management (65). Only six of the 70 are from outside Europe.

spending time in the Middle
East and the US.
INSEAD has two versions
of its global executive MBA.
The first is a 14-month
scheme starting in October
that includes six weeks on
its European campus in
Fontainebleau, France, four
weeks on its Singapore
campus, and an extra week
at either of these two locales
or a Middle Eastern campus.
The Middle East version is
a 15-month-long programme
starting in November that
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features eight weeks in
Abu Dhabi, two weeks in
Singapore and one in France.
Students also spend one
extra week on either the
Asian or European campus.
Meanwhile, Cass has
opportunities for its MBA
students on full-time or
executive programmes
to study abroad. ‘Every
programme has an
international consulting
week at the end of their
core modules, creating
opportunities for students

to use their MBA knowledge
and skills to work with
clients on real business
challenges,’ says Robinson.
‘To accelerate and
consolidate learning we put
our students into a state of
heightened awareness, so
the international consulting
weeks are in unfamiliar
economic environments – in
South America, Iceland and
Vietnam, for example.
‘Second, we offer our
students a wide range of
study-abroad opportunities

in our electives – they can
study marketing in Las
Vegas, leading complex
change in South Africa,
doing business in China
or the UAE, or even digital
strategy in Silicon Valley.
We also take our students
behind the scenes into
organisations in their own
city of London to optimise
opportunities and networks
they would not usually be
able to access.’ ■
Beth Holmes, journalist
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Partnership bears fruit
The strategic partnership of ACCA and IMA has much to offer members, with finance
professionals holding both accreditations gaining a well-rounded knowledge base
In 2013, ACCA and IMA
(Institute of Management
Accountants) signed
a global strategic
partnership to support
management accounting
thought leadership and
the career development
goals of CFOs and other
finance professionals.
Through collaborative
research, CFO roundtables
and joint events, the bodies
work together to promote
each other’s qualifications
and the extensive financial
knowledge that they bring.
ACCA chief executive
Helen Brand said at the time
that both ACCA and IMA,
which is headquartered in
the US, ‘have a long history
of seeking innovations in
finance and accounting,
recognising that a strong
global profession needs

his long-term learning and
development plan.
‘It was a good choice
because of the exemption
options that came with my
CMA credential, and the
flexible study,’ he says.
‘I never saw ACCA as a
competing qualification,
rather as a complementary
one. Both add value in my
job, especially in corporate
finance work, financial
planning and analysis, and
control and compliance.’
Meanwhile, Syed Ali
Intiqab, finance manager
at Mustang HDP in Saudi
Arabia, also chose later to
add the ACCA Qualification
to his CMA. ‘The CMA
is more tilted towards
management accounting,’
he says. ‘I thought that
having another qualification
that included other aspects

▲ BEST OF BOTH

Danish Nazir (left) and Khalil Elias (right) say that having both
ACCA and IMA qualifications adds value and global recognition
couple of reasons,’ he
says. ‘IMA was about to
become a member of the
International Federation
of Accountants and had
a good reputation among
employers. It also helped

▌▌▌‘HAVING TWO QUALIFICATIONS GIVES ME THE
CONFIDENCE AND KNOWLEDGE REQUIRED AT THIS LEVEL
– AND THEY COMMAND RESPECT AMONG MY PEERS’
to be relevant in a fastchanging world’.
The partnership
remains strong, with a
number of accountants
now holding both ACCA’s
Qualification and IMA’s
CMA (certified management
accountant) credential.
Khalil Elias, regional
decision support manager
at the British Council in
Jordan, became a CMA
in 1997, then became a
certified financial manager
(CFM) in 1999. His line
manager encouraged
him to pursue the ACCA
Qualification as part of
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of accounting, such as
auditing and taxation, would
help me in future roles.
Having two qualifications
gives me the confidence and
knowledge required at this
level – and they command
respect among my peers.’
By contrast, Danish Nazir,
senior auditor at Deloitte &
Touche in the United Arab
Emirates, qualified first with
ACCA in 2005 as a trainee
accountant in Pakistan.
When he joined Deloitte, he
decided to take the CMA
exam, passing in 2012.
‘I decided to sit for
the CMA exams for a

me refresh my knowledge of
corporate finance, decision
analysis and risk and
cost management.’
Elias says that having
both qualifications is useful
for anyone intending to
change careers within the
profession, as IMA has more
of an internal reporting
focus and is well recognised
in North America, while the
ACCA Qualification has an
external reporting element

and global recognition.
‘Both are highly respected
in the Middle East,’ he adds.
‘I’m in constant contact with
both institutions through
webinars, publications and
discussion groups, and I find
it all very helpful in keeping
me up to date with trends in
finance and accounting.’
‘I’m an active member
of both institutions,’ adds
Syed, ‘and it gives me a real
boost in planning my career.’
Nazir agrees. ‘I value
both qualifications because
the knowledge they bring,
mixed with my experience,
helps me identify audit
risks by understanding
business risks. I think both
institutions are helping
my career by working
closely with employers and
regulators, and focusing
on standards of excellence
in education.’ ■
Liz Fisher, journalist
FOR MORE INFORMATION:

Financial leadership and performance, a joint initiative by
ACCA and IMA, can be accessed at: www.roleofcfo.com
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Giants prepare for global stage
A wave of 100 Chinese companies are preparing to emerge as major global
players in the next three to five years, according to a new ACCA report
◄ on track

Faye Chua said most of the top
100 had doubled in size

A new ACCA report has
identified 100 companies
in China that are set to
become major players on
the global stage.
The report, China’s next
100 global giants, highlights
fast-growing businesses
that have the right mix of

characteristics to emerge as
global giants, and considers
annual revenue, growth,
domestic dominance and
international presence.
Business model and
strategy were also factors.
The report’s author,
Professor Andrew Atherton of
the UK’s Lancaster University,
noted that the companies
‘have built very strong
foundations in their domestic
market, in some cases a
dominant position, which
acts as a solid launch pad
for going global.’ Even those

currently focused on local
markets are likely to appear
in other markets within the
next three to five years.
‘It’s not just about their
balance sheets; it’s about
growth,’ added Faye Chua,
ACCA’s head of future
research. ‘These companies’
future growth trajectories
are based on sustained
annual levels of growth from
2008-2012. The majority of
the top 100 companies we
have identified have doubled
in size and in some cases

quadrupled. They are clearly
doing something right.’
Ada Leung, head of ACCA
China , noted the key role
of ACCA members as these
companies emerge on the
global stage.
‘As ACCA finance
professionals play a more
prominent role in the
strategy and future outlook
of today’s businesses,
they will be driving these
companies towards their
continued growth and global
aspirations,’ she said. ■
For more information:

China’s next 100 global giants can be downloaded at
www.accaglobal.com/ab131
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Why no-frills flying took off
David Bryon, former managing director of bmibaby, regaled ACCA members with tales
from an industry that was turned on its head with the arrival of the low-cost revolution
‘What is the easiest way to
end up rich in the airline
industry?’ asked David
Bryon, former managing
director of low-cost airline
bmibaby, at a gathering
of ACCA members in
Nottingham. ‘Start off a
billionaire.’
The aviation industry,
conceded Bryon, can be
unforgiving – particularly to
those who go head to head
with major players. So why
have we seen a significant
expansion in the airline
sector since the dawn of
the century?
When companies such
as Ryanair and Easyjet
came on the scene, Bryon
explained, they were
criticised for abandoning
the traditional airline model
and instead seeking to
develop their own audience.
A few years on, aviation
maverick Ryanair is the
largest and most profitable
airline in Europe.
Bryon suggested that
this totally unpredicted
growth was the product
of a business model that
refused to comply with
the status quo. This new,
daring model eschewed
the use of one wholesale
approach to selling as many
seats as possible through
the traditional marketing
of the available product,
and instead focused on a
proportion that was not
forecast to sell, offering an
irresistibly low price. Put
simply, Ryanair sold
empty seats first by
introducing €1 tickets.
This innovative
approach meant that the
small number of seats
on a Ryanair flight that
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were destined to remain
unfilled (according to
an analysis of historical
data) would be sold off
before the run-up to
take-off had even begun.
Consequently, the limited
number of seats that
remained unpurchased
a few days before the
flight could respond to
last-minute demand by
being sold at an inflated
price to the buyers who
wanted them the most.
This is how Ryanair
emerged as a truly
profitable business.
Today, not only are lowcost airlines arguably the
most successful in terms
of profit, they also, noted
Bryon, hold the best trackrecord for customer service.
The response to a company
by the public is all down
to what that company
promises, what exactly
they promote and how

▲ new thinking

Low-cost airlines captured the market by combining a different
business model with clever marketing, David Bryon told delegates
they portray their service,
he argued.
When comparing the
service of high-end airlines
to that of a low-cost airline,
one would likely rate the
budget airlines the lowest.
So it is perhaps surprising
that, according to Bryon,
Ryanair has the lowest
number of customer
complaints per 10,000
passengers of any airline,
from low cost to high end.
This disparity is due
to where such companies
position themselves. British
Airways puts itself at the
top end of the spectrum,
as an elite company
delivering a great product.
But it’s impossible to
over-deliver on what has
already been marketed as
‘the best’.

By contrast, companies
such as Ryanair have
avoided this stumbling block
by cleverly managing their
reputation, Bryon explained.
The low-cost airline sector
portrays itself as just that:
low cost and, consequently,
low expectation. If a
customer boards a Ryanair
plane with no hiccups,
finds that their seat hasn’t
been double booked and
their flight arrives at the
desired destination on
time, their expectations have
been exceeded.
It is this innovatory
approach, Bryon concluded,
that has seen the
low-cost airline sector
truly take off. ■
Caroline Rheubottom,
ACCA UK
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Diary
ACCA UK runs an exciting programme of talks, lectures and workshops. Upcoming
diary dates include the International Public Sector Conference on 4 December
ACCELERATED BUSINESS
GROWTH SUMMIT
12 November, Birmingham
Keynote speaker and
bestselling author Bev
James will discuss DISC
personality profiling and
hiring the right people for
the right jobs to grow the
business. Other topics will
include getting the basics
right in finance and effective
communications.

ABERDEEN SATURDAY
CONFERENCE THREE

15 November, Aberdeen
Topics covered in this
engaging conference will
include preparedness for
FRS 102, accountants and
the law, the tax implications
of new UK GAAP, and
capital versus revenue in
determining expenditure.

PUBLIC AND HEALTH
SECTOR

18 November, London
Attendees at this event
for forecasting, budgeting
and planning for the 21st
century will take away
recognition of what creates,
drives and adds value to an
enterprise, an understanding
of the latest budgetary
practices, and knowledge
of the techniques used to
improve forecast capability
amid uncertainty.

RESIDENTIAL
CONFERENCE FOR
PRACTITIONERS

21-22 November, Leicester
This residential conference
for practitioners offers 12
units of CPD in a relaxed
and sociable environment,
and the perfect opportunity
to update your knowledge on
professional developments.

▲ NORTHERN COUNTIES’ FOURTH ANNUAL BUSINESS LUNCH

Left to right: John McGee, past chair, Northern Counties Network; Frank Carroll, chair, Northern
Counties Network; Ian Swales; and John Weston, head of member services, ACCA UK

AN MP ON THE MENU
Ian Swales, MP for Redcar and the only ACCA fellow in the House of Commons, was
guest speaker at the Northern Counties’ fourth annual business lunch. He gave an
inspiring talk about his career, from chemical engineering to FD of an international
company and then parliament, and highlighted the value of business experience in
politics. He also gave an insight into the work of the Public Accounts Committee.

INTERNATIONAL PUBLIC SECTOR CONFERENCE
This year’s International Public Sector Conference, to be held on 4 December, will be
discussing how to achieve sound financial management and sustainable public finances
when so much of the focus is on the short-term political cycle.
Speakers will include Simon Hamilton, Northern Ireland finance minister, and Lim
Mah Hui, international banker and author of Nowhere to Hide: The Great Financial Crisis
and Challenges for Asia. Register your conference place at tinyurl.com/IPSC-2014

EFFECTIVE SME BOARDS
10 December, London
Kate McIntyre will
address the issues faced
by entrepreneurs and
executives in her practical
overview of why SMEs
should build effective boards
and how they can do so.

PUBLIC AND HEALTH
SECTOR
12 December, London
This day-long event on

business cases in the public
and health sectors will
cover modelling a case,
getting a worthwhile return
on investment, quantifying
tangible and intangible
costs and benefits, and
implementation and postimplementation measures
and milestones.

IFRS IN THE NHS

17 December, London
This event will look at the
17th report by the Financial
Reporting Advisory Board,
the 2013–14 financial
statement, and the link
between health sector
accounts and Whole of
Government Accounts. ■
FOR MORE INFORMATION:

www.accaglobal.com/uk/events
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109th ACCA AGM
Minutes of the 109th annual general meeting of ACCA held at 29 Lincoln’s Inn Fields,
London WC2, on Thursday 18 September 2014. Martin Turner, the president of the
association, took the chair and there were 55 members of the association present
Notice and
auditors’ report

1

The notice of meeting and
the auditors’ report on the
accounts for the period 1
April 2013 to 31 March
2014 were taken as read.
2 Minutes
The minutes of the AGM
held on 19 September
2013 and published in the
November 2013 issue of
Accounting and Business
were taken as read, and
signed as correct.
3 Resolution 1
Adoption of the report of
Council and the accounts for
the period 1 April 2013 to 31
March 2014.
Martin Turner gave his
presidential address
and asked Helen Brand,
chief executive, to give a
presentation. He then invited
questions and comments on
the report and accounts.
The president drew
members’ attention to the
statement which had been
circulated and which showed
that valid proxy votes had
been cast in respect of
Resolution 1 as follows:
For
3,620
Against 48
The president then put the
resolution to the meeting
and, on a show of hands,
declared it carried, the votes
being cast as follows:

Accounting and Business

For
46
Against 1

Result of ballot for
election of Council
members

4

The scrutineer’s report
and the number of votes
received by each
candidate in the ballot for
the election of members of
Council were reported, as
follows:
1 Rosanna Choi
2,608
2 Laura Perrin
2,583
3 Steve Bailey
2,529
4 Pauline Hobson
2,374
5 Ronnie Patton
2,225
6 Melanie Proffitt
2,011
7 Ayla Majid
1,897
8 Brendan Sheehan 1,712
9 Nur Jazlan Mohamed 1,577
10 Taiwo Oyedele
1,525
11 Marcin Sojda
1,488
.........................................................
12 Hastings Mtine
1,457
13 Diarmuid O’Donovan 1,451
14 Frankie Ho
1,274
15 Gábor Balázs
1,021
16 Dató Khalid Ahmad 1,017
17 Sam Rozati
978
18 Aamer Allauddin
866
19 Coutts Otolo
845
20 Mike Nyinaku
738
21 Oscar Osabinyi
659
22 Muhammad
647
Junaid Younas
23 Ivo Vesselinov
611
24 Chibuzo Okpala
577
The president, therefore,
declared the following
members elected or reelected to Council:

Steve Bailey
Rosanna Choi
Pauline Hobson
Ayla Majid
Nur Jazlan Mohamed
Ronnie Patton
Laura Perrin
Melanie Proffitt
Taiwo Oyedele
Brendan Sheehan
Marcin Sojda
5 Resolution 3
Appointment of auditors.
The president reported that
Council recommended that
BDO, chartered accountants
and registered auditors, be reappointed as the association’s
auditors. He then invited
questions on Resolution 3.
The president drew
members’ attention to the
statement which had been
circulated and which showed
that valid proxy votes had
been cast in respect of
Resolution 3 as follows:
For
3,511
Against 158
The president then put the
resolution to the meeting
and, on a show of hands,
declared it carried, the votes
being cast as follows:
For
47
Against 1
The president thanked
members for their attendance
and declared the meeting
closed at 2.15pm. ■
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Council highlights
Meeting chooses new president, deputy and vice president for coming year

Council held its annual
meeting on the afternoon
of Thursday 18 September.
Prior to the meeting, the
109th AGM of ACCA took
place in the Long Room
at 29 Lincoln’s Inn Fields.
Members voting at the AGM
gave overwhelming support
to the various resolutions
before the meeting. The
AGM minutes are shown on
the opposite page.
At the annual Council
meeting, Council elected
ACCA’s officers for the
coming year. ACCA’s new
president is Anthony
Harbinson and he will be
supported by Alexandra Chin
(deputy president) and Brian
McEnery (vice president).
Council also welcomed
six new members whose
election was declared
at the AGM – Ayla Majid
(Pakistan), Nur Jazlan
Mohamed (Malaysia),
Ronnie Patton (Northern
Ireland), Melanie Proffitt
(UK), Brendan Sheehan
(Australia) and Marcin
Sojda (Poland). Council
now has members based

in 18 different countries
and one third of these are
female, thus reflecting the
increasing diversity of ACCA
as a whole.
Council took a number of
other decisions at its annual
Council meeting.
It approved Council’s
standing orders
for 2014/2015, in
accordance with the byelaws.
It agreed to appoint a
number of lay members
to serve on ACCA’s public
interest oversight boards,
together with a nonCouncil member of the
Audit Committee.
It chose three Council
members to serve on the
Nominating Committee
in 2014/2015 along with
the officers.
It agreed a Council
work plan and a set of
objectives for the Council
year 2014/2015.
The next meeting of Council
is on 22 November, which is
immediately after the 2014
meeting of the International
Assembly. ■

▲ END OF TERMS

ACCA chief executive Helen
Brand with the three principal
officeholders coming to the
end of their current terms

*
*

*
*

▲ INCOMING

Brian McEnery replaces as
vice president Alexandra Chin,
who has stepped up to deputy
president for 2015

◄ OUTGOING

The 2014 president Martin
Turner has been succeeded for
2015 by Anthony Harbinson,
formerly deputy president
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New president for ACCA
Anthony Harbinson pledges to make the public sector and the
ethical stewardship of accountants the highlights of his term

78 No-frills take-off
77 China giants
74 Benefits of
membership The
IMA partnership
64 New members
28 President The
whole public story

100

A new ACCA
report has
identified
100
companies
in China that are set to
become major players on
the global stage. China’s
next 100 global giants can
be downloaded at www.
accaglobal.com/ab131

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
170,000 members
and 436,000
students throughout
their careers,
providing services
through a network
of 91 offices and
active centres.
www.accaglobal.com
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Anthony Harbinson,
Northern Ireland’s director
of safer communities, has
become president of ACCA.
The senior public
servant is responsible for
the resourcing, policy and
legislative framework for
policing and for reducing
offending. He was elected
ACCA president for 2014/15
at ACCA’s annual general
meeting on 18 September
and now represents its
170,000 members and
436,000 students in 180
countries.
Harbinson said: ‘I
am delighted to have
been elected to serve as
ACCA president. It is a
great honour and I look
forward to representing
our members and students
around the world.
‘I will be focusing on
two key themes in the year
ahead. The first of these is
the issue of ethics and the

▲ Two key themes

Ethics and the public sector
are the new president’s focus
role of the accountant. Not
only does our profession
have a responsibility to
behave ethically, but it also
has a duty to ensure that
the organisations for which

Diversity and the data gap
A data gap is hampering diversity in business,
according to research from Brunel University,
commissioned by ACCA and the Economic and Social
Research Council (ESRC).
The resulting Towards better diversity management
report urges companies to involve the finance
department to identify the gaps in information about
diversity in their workforce and marketplace, and to
measure, analyse and interpret the data.
Claudia Chapman, head of policy and campaigns
at ACCA, says: ‘The expertise of the finance team can
help demonstrate the linkages between good diversity
management and business performance.’
The report recommends that an effective business
case for diversity should not just focus on the
bottom line, but also account for shareholder value,
stakeholder value, the regulatory context and the
global value chain of the company’s operations.
Read the paper at www.accaglobal.com/ab132

finance professionals work
have an ethical approach to
business and operations.
‘I also want to use my
term of office to emphasise
the importance of the public
sector, the need for it to be
effective and efficient and
to have the proper financial
expertise to achieve this in
the short and long term.’
The new deputy president
is Alexandra Chin, a
practising accountant who
has played a leading role
in the development of the
finance profession in the
Malaysian state of Sabah.
She has been a Council
member since 2005.
Joining them is new vice
president Brian McEnery,
a partner in BDO Ireland,
specialising in corporate
restructuring and healthcare
consulting.
See the AGM minutes and
Council meeting report in
this issue’s ACCA section.

Greece partnership

ACCA and the Institute
of Certified Public
Accountants of Greece
(SOEL) have strengthened
their existing alliance
by signing a strategic
partnership agreement.
ACCA deputy president
Alexandra Chin and SOEL
president Harilaos Alamanos
signed the partnership
papers in Athens.
The new agreement
builds on the Joint
Examination Scheme (JES)
that ACCA and SOEL have
cooperated on during the
last five years.
Nearly 2,000 students
are following the JES course
to qualify as professional
accountants.
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