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A QUESTION OF SPORT
As one of the growing army of commuters who 
have abandoned public transport in favour of pedal 
power, I was delighted to secure Evans CFO Jonathan 
Blanchard FCCA as this edition’s big interview.

The bike retailer’s finance chief  is an inspirational 
role model to aspiring CFOs seeking to work in an 
environment where both staff  and customers have such 
enthusiasm for their products. Blanchard cites the n+1 

formula known to cycling enthusiasts, describing the number of  bikes you should 
own to lead a fulfilled life, where n is the number of  bikes you currently own. This 
passion, buoyed up by the widening appeal of  cycling, means private equity-
backed Evans is seeing a huge expansion in its business. 

For Blanchard, this means predicting and smoothing out the metaphorical 
potholes in the road ahead. You can read more on page 14.

Cycling, of  course, can be a risky pursuit. My own mitigation includes a 
helmet, a loud T-shirt and avoiding high-sided vehicles. But there are some risks 
where mitigation is more difficult: the risks to business arising from the Scottish 
independence vote (page 29); the risk of  having plundered goods in the supply 
chain (page 38); or the risks of  a shortage of  talent (page 80).

One way in which an increasing number of  businesses choose to reduce 
their reputational risks is to identify themselves with good causes and positive 
role models. In this edition we talk to Amanda Burston FCCA, CFO of  the Shell 
Foundation, which focuses on tackling poverty and climate change (page 32). We 
also talk to a number of  accountancy firms which sponsor sporting activities, 
including those undertaken by disabled participants.

Finally, we meet an ACCA member much better known for his sporting success, 
Irish golfing champion Padraig Harrington, who tells us about why keeping a level 
head is important in both sport and business (page 72).

Chris Quick, editor, chris.quick@accaglobal.com

ON PAPER
Free to ACCA 
members. Annual 
non-member 
subscription £85

ON IPAD
Download searchable 
iPad editions from 
the iTunes App Store

ON
DESKTOP
The latest edition 
and archive, dating 
back to 2009

WEBINAR
Webinars on a raft 
of  topics such as 
forecasting

VIDEO
Look out for links in 
the magazine and 
see our monthly 
previews

TWITTER
Accounting and Business 
tweets at  
@ACCA_ABmagazine

ALSO FROM ACCA
AB CORPORATE
View our special edition at www.accaglobal.com/abcorporate

AB.SME
View our special edition at www.accaglobal.com/smallbusiness

AB DIRECT
Sign up for our weekly news and technical bulletin at  
www.accaglobal.com/ab

ACCOUNTANCY FUTURES
View our twice-yearly research and insights journal at  
www.accaglobal.com/futuresjournal

STUDENT ACCOUNTANT
Access the magazine for ACCA Qualification and Foundation-level 
students at www.accaglobal.com/studentaccountant

ACCA CAREERS
Search thousands of  job vacancies and sign up for 
customised job alerts at www.accacareers.com/uk

Welcome ACCOUNTING 
AND BUSINESS
The leading monthly magazine for 
finance professionals, available 
in six different versions: China, 
Ireland, International, Malaysia, 
Singapore and UK.

There are different ways to 
read AB. Find out more at
www.accaglobal.com/ab

3WELCOME

ACCOUNTING AND BUSINESS

www.accaglobal.com/ab
www.twitter.com/ACCA_ABmagazine
www.accacareers.com/uk
www.accaglobal.com/studentaccountant
www.accaglobal.com/futuresjournal
www.accaglobal.com/ab
www.accaglobal.com/smallbusiness
www.accaglobal.com/abcorporate
mailto:chris.quick@accaglobal.com


Audit period July 
2012 to June 2013 
154,625

AB UK EDITION
SEPTEMBER 2014
VOLUME 17 ISSUE 8

Head of publishing Chris Quick
chris.quick@accaglobal.com +44 (0)20 7059 5966

Asia editor Colette Steckel
colette.steckel@accaglobal.com +44 (0)20 7059 5896

International editor Lesley Bolton
lesley.bolton@accaglobal.com +44 (0)20 7059 5965

Digital editor Jamie Ambler
jamie.ambler@accaglobal.com +44 (0)20 7059 5981

Sub-editors Loveday Cuming, Dean Gurden, Peter Kernan, 
Eva Peaty, Vivienne Riddoch

Digital sub-editors Rhian Stephens, Eleni Perry

Design manager Jackie Dollar
jackie.dollar@accaglobal.com +44 (0)20 7059 5620

Designer Robert Mills

Production manager Anthony Kay
anthony.kay@accaglobal.com

Advertising Richard McEvoy
rmcevoy@educate-direct.com +44 (0)20 7902 1221

Printing Wyndeham Group

Pictures Corbis

ACCA
President Martin Turner FCCA
Deputy president Anthony Harbinson FCCA
Vice president Alexandra Chin FCCA
Chief executive Helen Brand OBE

ACCA Connect
Tel +44 (0)141 582 2000
Fax +44 (0)141 582 2222
members@accaglobal.com
students@accaglobal.com
info@accaglobal.com

Accounting and Business is published by ACCA 10 times per year. All views 
expressed within the title are those of the contributors.

The Council of ACCA and the publishers do not guarantee the accuracy of 
statements by contributors or advertisers, or accept responsibility for any 
statement that they may express in this publication. The publication of an 
advertisement does not imply endorsement by ACCA of a product or service.

Copyright ACCA 2014
No part of this publication may be reproduced, stored or distributed without 
the express written permission of ACCA.

Accounting and Business is published monthly by Certified Accountant 
(Publications) Ltd, a subsidiary of the Association of Chartered Certified 
Accountants.

ISSN No: 1460-406X

29 Lincoln’s Inn Fields
London, WC2A 3EE, UK
+44 (0) 20 7059 5000 
www.accaglobal.com

4 CONTENTS

ACCOUNTING AND BUSINESS

NEWS
6 News in pictures  
A different view of   
recent headlines

8 News round-up  
A digest of  all the  
latest news and 
developments

FOCUS
14 Interview: Jonathan 
Blanchard We meet the 
CFO of  Evans Cycles

18 On merit 
Egalitarianism prevails in 
the Big Four firms  
 
COMMENT
22 Robert Bruce Public 
infrastructure investment 
is at a crossroads

24 Martin Turner The 
government must take 
action on unqualified 
accountants, says the 
ACCA president 

25 Peter Williams The 
CEO treads a lonely path

26 Jane Fuller Different 
global attitudes to leasing 
are divisive

CORPORATE
27 The view from Paul 
Chohan of  Santander 
UK, plus snapshot on the 
automotive industry

29 Be prepared 
Businesses should be 
ready to deal with politics-
related risk  

32 Do the right thing 
Amanda Burston, CFO 
of  Shell Foundation, 
describes the role

mailto:chris.quick@accaglobal.com
mailto:colette.steckel@accaglobal.com
mailto:colette.steckel@accaglobal.com
mailto:jamie.ambler@accaglobal.com
mailto:jackie.dollar@accaglobal.com
mailto:anthony.kay@accaglobal.com
mailto:rmcevoy@educate-direct.com
mailto:members@accaglobal.com
mailto:students@accaglobal.com
mailto:info@accaglobal.com
www.accaglobal.com


INSIGHT
35 Graphics Global 
economy 

36 Historical perspective 
Author Jacob Soll  
reveals how 
accountability has 
changed over the ages

38 Pursuing provenance 
Association with pillage is 
a real risk for CFOs with 
complex supply chains

40 Careers Dr Rob Yeung 
looks at how to achieve 
goals, plus tips on beating 
the post-holiday blues

42 Hand in hand Finance 
and business need to 
become partners

44 Interview: Tony 
Grundy How to step into 
the strategist role

46 International 
business Making 
effective acquisitions

48 As you go Quarterly 
rolling forecasts beat 
annual plans hands down

TECHNICAL
49 Revenue recognition  
A look at IFRS 15 issues

52 Joint effort The 
background to the 
creation of  IFRS 15

54 Charity changes  
New SORPs will apply 
from 2015

56 Auto-enrolment 
approaching Small 
companies should  
get ready

58 Technical update 
The latest on financial 
reporting, auditing, tax 
and law

PUBLIC
63 The view from Muir 
Laurie from the London 
Borough of  Hillingdon, 
plus snapshot on the  
Civil Service chief  
executive

64 Rise to the challenge 
Urgent upskilling in 
finance is necessary 
across Whitehall

PRACTICE
67 The view from Helen 
Dixon of  Grant Thornton, 
plus snapshot on external 
audit

68 Sporting chance 
Accountancy firms  
can benefit from 
sponsorship deals

PEOPLE 
72 Irons in the fire 
ACCA-qualified Padraig 
Harrington on his career 
as a professional golfer

ACCA
76 Council Highlights of  
the 21 June meeting

77 News Malta  
conference highlights  
new EU directives

78 Diary Events around 
the country

80 Talent pipeline ACCA 
event addresses concerns

82 News Global online 
conference, plus ACCA 
membership hits 170,000

5CONTENTS

ACCOUNTING AND BUSINESS

CPD
Reading this magazine to keep up 
to date contributes to your non-
verifiable CPD. Learning something 
new and applying it in some way 
contributes to your verifiable CPD, 
as do the online questions related to 
certain articles on the technical pages, 
provided that they are relevant to 
your development needs.

www.accaglobal.com/abcpd


▼ TIME FOR REFLECTION
Following the twin disasters of flights MH17 and 
MH370, Malaysia Airlines may seek to rebrand itself 
to regain customers’ trust. It has called for changes  
to international rules on where airlines can fly

▼ ALL EYES ON ITALY
Italy has begun its six-month 
presidency of the European Union, 
headed by prime minister Matteo Renzi

▲ BUY IN THE SKY
The City of London’s iconic gherkin building has 
been put up for sale by administrators Deloitte, 
after going into receivership in April

◄ ALL CHANGE
Retailer WHSmith is the latest company to 
switch auditors, with PwC set to replace 
Deloitte from 2015, subject to shareholder 
approval. More on page 8
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▼ ON TRACK
Transport for London has awarded the 
£1.4bn contract to run Crossrail to MTR. The 
Hong Kong Metro operator will initially run 
the service for eight years from 2015

▲ WHEELS OF FORTUNE
The UK leg of this year’s Tour de France, which began in 
Yorkshire before heading south through London, brought an 
economic boost to many of the regions involved

► BIG FOUR FEAR?
A group of Russian lawmakers has proposed banning companies 
including the Big Four global accountancy firms, apparently in 
response to increased Western sanctions
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growth opportunities, 
people, operations and 
resilience – which are each 
assessed as suitable for 
innovative approaches in 
the use of  big data. Simon 
Collins, UK chairman and 
senior partner at KPMG, 
said the project would help 
businesses to use data, 
rather than ‘drown in data’.

IFRS 9 ISSUED 
The International Accounting 
Standards Board (IASB) 
has completed its revision 
of  key reporting standards 
that may have contributed 
to the financial crisis. The 
last stage of  its response 
has been the issuing of  
IFRS 9, relating to financial 
instruments. The new 
standard provides what the 
IASB described as ‘a logical 
model for classification 
and measurement, a 
single, forward-looking 
“expected loss” impairment 
model and a substantially 
reformed approach to 
hedge accounting’. The 
standard comes into 
effect in 2018, with early 
application permitted. A 
survey by Deloitte found that 
banks expect IFRS 9 loss 

NEW PARTNERS AT EY
EY appointed 68 partners 
to its UK business last 
year, with an all-time high 
of  39 new admissions and 
29 who came direct from 
competitors, the firm has 
announced. It added that 
its diversity profile had 
been raised by 13 of  the 
partners being women and 
eight from ethnic minorities. 
More than 30% of  EY’s 
leadership team is now 
female. Meanwhile Deloitte 
appointed 65 new partners 
– the highest number for 
a decade. The firm also 
announced it is taking on 
1,750 entry-level employees.

DELOITTE DIGI-HUB
Deloitte has opened an 
analytics and digital hub 
in Belfast as a ‘centre of  
excellence’ for its digital 
operations. The new office 
will be part of  a programme 
creating 500 UK jobs 
focusing on digital analytics, 
177 of  which will be based 
in Belfast and the rest in 
London. Deloitte has also 
set up a major London 
technology hub, which has 
been opened by chancellor 
George Osborne and will 
eventually create another 
1,200 jobs at its London 
offices.

KPMG GOES IMPERIAL
KPMG has formed a 
partnership with Imperial 
College London to create the 
KPMG Centre for Advanced 
Business Analytics. KPMG 
will invest over £20m in the 
project, which aims to place 
the UK at the forefront of  
data science. The project 
will focus on five key areas – 
analysis of  business capital, 

accounting rules to require 
as much as 50% higher 
loan loss provisions and so 
greater capitalisation. More 
at www.ifrs.org

IR NETWORK LAUNCH
The International Integrated 
Reporting Council (IIRC) 
is establishing a business 
network of  organisations 
committed to adopting IR. 
It will allow them to explore 
the opportunities and 
challenges of  adopting IR 
by networking with peers, 
sharing experiences and 
best practice, accessing 
crucial investor insights, 
and gaining industry 
and expert perspectives. 
More information at http://
tinyurl.com/IRbiznet 

HMRC WANTS ACCESS
HMRC is seeking powers 
to access taxpayers’ 
bank accounts, its chief  
executive Lin Homer has 
told the House of  Commons 
Treasury select committee. 
If  the powers are granted, 
HMRC will be able to 
examine bank accounts to 
determine if  taxpayers can 
repay outstanding debts 
without hardship. Homer 

said the powers would be 
used sparingly, and target 
only ‘a small number of  
people wilfully not paying 
their taxes’. ACCA and 
other professional bodies 
have raised deep concerns 
about the proposals. ACCA 
head of  taxation Chas 
Roy-Chowdhury said HMRC 
risked being unconstitutional 
and called for stringent 
safeguards should the 
proposals be implemented.

LOCAL PUBLIC AUDIT
The Financial Reporting 
Council (FRC) is consulting 
on the arrangements for 
local public audits once local 
authorities appoint their own 
auditors. Gillian Fawcett, 
ACCA’s head of  public sector, 
said: ‘Following the abolition 
of  the Audit Commission it is 
essential that there is strong 
oversight of  audit to ensure 
that the quality of  audit is 
maintained and auditing 
standards are rigorously 
applied, particularly for large 
public bodies. In the absence 
of  the commission the FRC 
must not allow auditing 
standards to slip when it 
comes to auditing significant 
sums of  public money.’

News round-up
EY’s latest cohort of new partners adds diversity, IFRS 9 issued, tax changes trigger cash 
calls on partners, big six endorse integrated reporting to stimulate long-term investment

AUDIT WINNERS AND LOSERS
KPMG has been appointed auditor of Smith & Nephew 
following a competitive tender; EY and its predecessor 
firms had audited the company since its foundation in 
1937. KPMG has also won the audit contract for the 
Arrow Group, in place of Deloitte. Deloitte was also 
replaced by PwC by WHSmith. PwC withdrew as auditor 
of FTSE 250 company Dignity following the company’s 
cap of 50% on non-audit work from its auditor; EY won 
the new audit. Research from Bloomsbury Professional 
found that under 3,000 – 6% – of 49,000 large and 
medium companies changed auditors in 2011/12.
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increased demand for 
professional services. ‘Africa 
has an abundance of  natural 
resources and seven of  
the world’s fastest growing 
economies; that means 
significant opportunities for 
UK business,’ he said.

LLPs MAKE CASH CALLS
Many accountancy firms 
have been forced to make 
cash calls on their partners 
in response to new tax laws, 
a survey by Accountancy Age 
has revealed. The survey 
found that 21 of  the 49 top 
limited liability partnerships 
(LLPs) have made cash 
calls. Many law firms are 
also making cash calls on 
their partners after changes 
in legislation resulted in 
more partners being taxed 
as employees.

LEWIS MOVES TO RSA
Steve Lewis FCCA has been 
appointed chief  executive 
of  RSA Group for the UK 
and western Europe, joining 
from Zurich Insurance, 
where he was CEO for UK 
general insurance and 
shared services. Lewis will 
have responsibility for the 
RSA and More Than brands 
and will be a member of  
the group’s executive team. 
RSA has also warned that 

BANK AUDIT REVIEW 
The Financial Reporting 
Council (FRC) is to conduct 
a thematic review of  UK 
bank audits to identify why 
improvement has been slow 
and to understand how 
to make better progress. 
The project is a key part 
of  the FRC programme for 
2014/15. The FRC will also 
develop further guidance 
for audit committees, 
update ethical standards 
for auditors and identify 
why smaller listed and 
AIM-quoted companies 
have difficulties in meeting 
reporting standards. Audit 
firm governance will also 
be reviewed.

PwC INVESTS IN AFRICA
PwC is to undertake major 
investment in its network 
in Africa that will double 
its staff  numbers there 
over the next five years. 
The investment will be 
undertaken by PwC UK, 
improving its linkage with 
PwC Africa. It follows 
a similar linkage and 
investment operation by PwC 
UK in central and eastern 
Europe. Ian Powell, PwC 
UK chairman and senior 
partner, said the move 
was a response to Africa’s 
economic growth and the 

potential regulatory action 
could be taken against 
it after the disclosure of  
accounting irregularities and 
associated losses of  around 
£200m in its Irish division.

EY PARTHENON MERGER
Strategy consultancy 
Parthenon Group has 
merged with EY. Parthenon 
has 300 partners and staff  
working in its Boston, 
London, Mumbai, San 
Francisco, Shanghai and 
Singapore offices. Final 
terms have not yet been 
agreed. Pip McCrostie, 
EY global vice-chair for 
transaction advisory 
services, said it would 
position the firms better 
to offer strategic advice. 
The merger follows PwC’s 
acquisition of  Booz and 
Deloitte’s merger with 
Monitor Group.
 
B20 ENDORSES IR
The Big Four and the two 
largest mid-tier firms – Grant 
Thornton and BDO – have 
jointly endorsed integrated 
reporting (IR) ‘as a key 
innovation that will make 
corporate reporting more 
conducive to long-term 
investment’. The support 
came in a report on 
infrastructure investment 

commissioned by the 
B20 – the business forum 
advising the G20 group 
of  major world leaders. 
The report concluded that 
the infrastructure deficit, 
estimated at US$500bn 
annually, had to be tackled 
urgently. Improved corporate 
reporting using IR would help 
refocus investment horizons 
in favour of  longer-term 
returns, said the six firms.
 
CCAB’S CLARITY CALL
The Consultative Committee 
of  Accountancy Bodies 
(CCAB) has called for 
improvements in the 
administration of  anti-
money-laundering 
rules, including greater 
information sharing between 
key agents. Its report, 
Coming out in the wash, 
calls for more consistent 
regulatory interpretation 
across the financial services 
sector. It also urges 
regulators to ensure that 
unqualified accountants 
are subject to the same 
professional standards as 
qualified accountants. 

BARCLAYS BY COUNTRY
Barclays Bank has become 
the first major corporation to 
publish a country-by-country 
report, showing details 

TRENDS Traditional career models may soon be a thing of the past, and many of tomorrow’s 
job titles and roles may have not even be thought of yet, according to PwC’s report 

German worker says 
best yet to come after 75 
years with same company

US$10 tablet computer 
comes onto market

Hanoi factory workers start 
wearing sensors to gauge 

concentration and work rate

US Fortune 500 chief  
performance officer leads 

combined HR/finance

2015 2016 2017 2018
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of  profits per country, 
tax paid and subsidies 
received. ‘The origin of  this 
document lies in a Europe-
wide regulatory requirement 
for banks to publish 2013 
turnover and employee 
numbers for all countries 
where they operate, with 
further expected disclosure 
requirements in subsequent 
years,’ said the bank. ‘We 
have decided to go further 
and provide all relevant 
information this year.’
 
BEGBIES BUYS FRANSES
Begbies Traynor has 
acquired London-based 
insolvency firm Ian 
Franses Associates for 
£600,000. There is a 
deferred consideration of  
up to £1.4m dependent on 
financial performance over 
the next three years. In the 
year ending May 2013, Ian 
Franses reported revenues 
of  £1.5m and pre-tax profits 
of  £300,000. As part of  
the Begbies Traynor group, 
Ian Franses will focus on 
executing higher-volume 
liquidations and personal 
insolvencies in London. 

 
CEO-COMPARABLE
Senior partners at the Big 
Four firms earn comparable 
amounts to leaders of  major 

corporations, according to 
a report from the High Pay 
Centre. Its Cheques and 
the City report states that 
average profit per partner is 
over £700,000, with about 
270 partners earning more 
than £1m a year. According 
to the report, senior 
partners at PwC, Deloitte 
and KPMG were paid 
respectively £3.6m, £2.7m 
and £2.4m last year.

ROBERT WALTERS RISE
Robert Walters has reported 
a profit rise of  5% in the 
second quarter, benefiting 
from strong demand for 
accountants. The group 
said that its net fee income 
had grown for seven 
successive quarters.

ANTI-OCCUPY CENTRAL
The Big Four firms have 
advertised in three of  Hong 
Kong’s Chinese language 
newspapers criticising 
the Occupy Central 
movement, which is staging 
demonstrations calling for 
comprehensive electoral 
reform. Recent protests 
were sparked by what are 
seen as stronger Chinese 
government controls over the 
appointment of  Hong Kong’s 
judiciary. The advert said the 
firms ‘are concerned that 

Occupy Central would have 
negative and long-lasting 
impact on the rule of  law, 
the society and the economy 
of  Hong Kong’.

PRUDENCE REVISITED
The concept of  prudence 
is likely to be reintroduced 
into the International 
Accounting Standards 
Board’s (IASB) Conceptual 
Framework. An IASB 
meeting ‘tentatively agreed’ 
to reintroduce prudence, 
describing it ‘as the exercise 
of  caution when making 
judgments under conditions 
of  uncertainty’. The IASB 
added: ‘The exercise of  
prudence is consistent with 
neutrality and should not 
allow the overstatement 
or understatement of  
assets, liabilities, income 
or expenses.’

EY SETTLES SEC ACTION
EY has agreed to pay more 
than US$4m to settle US 
Securities and Exchange 
Commission (SEC) charges 
of  violating auditor 
independence rules. The 
SEC charged EY with having 
a subsidiary that lobbied 
Congressional staff  on behalf  
of  two audit clients. EY has 
since issued two guidance 
notices to partners and 

staff  warning of  the need to 
restrict legislative advisory 
services in the case of  audit 
clients. An EY spokesman 
said: ‘EY takes great care 
to ensure our services for 
audit clients conform to all 
applicable SEC and PCAOB 
[Public Company Accounting 
Oversight Board] rules. 
We regret these instances 
that arose many years ago 
and are pleased to put this 
matter behind us.’ In 2012, 
EY voluntarily decided to 
end lobbying work for SEC-
registered audit clients.

INVERSION DISQUIET
The US Senate Finance 
Committee is considering 
ways to prevent the growth 
in ‘inversions’. In recent 
weeks AbbVie has taken 
over UK pharmaceutical 
company Shire and as 
a result redomiciled its 
business from the US to the 
UK. The same process was 
used by Medtronic when 
acquiring Irish company 
Covidien. Pfizer would have 
redomiciled to the UK had 
its bid for UK’s AstraZeneca 
been successful. More 
than 20 other large US 
corporations are reportedly 
seeking comparable 
M&A deals to avoid US 
corporation tax rates.

Doctor in China carries out 
remote surgery on patient 

in Ghana

Campus riots as students 
lose patience with lack of  

job opportunities

Licences granted for 
driverless cars

Opening of  world’s first 
fully automated and 
robot-served hotel 

The future of work: a journey to 2022. The study looks at how disruptive new technologies, data analytics and social 
media will affect how people communicate, collaborate and work – and how the talent pipeline may respond.

2019 2020 2021 2022

»
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TRENDS
WOMEN WILL WAIT 75 YEARS FOR EQUAL PAY
In its report, G20 and gender equality, Oxfam International urges G20 leaders to tackle gender inequality when they 
meet in Australia later this year. Referring to data from the World Economic Forum’s Global gender gap report 2012, 
which surveyed 136 countries, the charity said that women’s pay wouldn’t equal men’s for another 75 years.

WOMEN’S WAGES AS A PERCENTAGE OF MEN’S FOR THE G20 COUNTRIES
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Africa attractiveness survey, 
Executing growth, concludes 
that Africa is now the top 
investment destination for 
UK businesses, with the UK 
the largest foreign investor 
in Africa last year, overtaking 
the US. South Africa is the 
largest FDI destination in 
Africa for UK businesses. 
The survey says investment 
focus is moving from the 
extractive industries to the 
consumer sectors.

ESG ON RISE IN AFRICA
Some bourses in sub-
Saharan Africa are showing 
early stage interest in 
environmental, social and 
governance (ESG) reporting, 
according to a new ACCA 
report, Stock exchanges 
in sub-Saharan Africa: 
capturing intent towards ESG 
requirements. The report 
ranked the Johannesburg 
Exchange the region’s 
most advanced in dealing 
with sustainability issues. 
However, there is little 

WOMAN FOR GLENCORE
Glencore is no longer the 
only FTSE 100 company 
without a woman director. 
Patrice Merrin has been 
appointed to the board as an 
independent non-executive 
director. She has long 
experience in the mining 
and natural resources sector 
and was a member of  the 
Canadian Advisory Panel on 
Sustainable Energy Science 
and Technology. According 
to the latest BoardWatch 
analysis, published in  
May, women occupy  
26.9% of  non-executive 
positions in FTSE 100 
companies and 6.9% of  
executive directorships.

AFRICA’S ATTRACTION
A dramatic improvement 
in the perception of  Africa 
in the eyes of  foreign 
investors is leading to a 
substantial rise in foreign 
direct investment (FDI) in 
the continent, according to 
a report from EY. EY’s 2014 

sustainability reporting 
from the largest listed 
companies elsewhere in 
sub-Saharan Africa, with 
only 13 companies (15%) 
reporting on sustainability. 
The report is available at 
www.accaglobal.com/
sustainability 

 
ANTI-LAUNDERING MOVE
ACCA has welcomed moves 
towards harmonisation 
of  anti-money-laundering 
regulations across the 
European Union. Agreement 
towards co-ordinating anti-
money laundering rules 
and making them more 
transparent was reached 
through the COREPER body 
that deals with technical 
negotiations for the EU. 
John Davies, head of  
technical at ACCA, said: 
‘Money laundering deprives 
economies of  capital and 
governments of  revenue, 
distorts fair competition 
in business transactions 
and betrays the trust of  

stakeholders. Accountants 
are in a pivotal position to 
make a difference.’ 

TAX EVASION STANDARD
The OECD has published 
a new international 
standard for the exchange 
of  information between 
national tax authorities. 
The standard for 
automatic exchange of  
financial information in 
tax matters will be the 
basis for governments to 
swap financial account 
information on individuals 
on an annual basis. This 
will cover details of  account 
balances, interest and 
dividends paid, and the 
proceeds from the sale 
of  financial assets. OECD 
Secretary General Angel 
Gurría said the standard 
‘moves us closer to a world 
in which tax cheats have 
nowhere left to hide’. ■
 
Compiled by Paul Gosling, 
journalist
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THE WHEEL DEAL
Keen cycle commuter and Evans Cycles CFO Jonathan Blanchard FCCA keeps the cogs 
spinning in a business where a seemingly limitless n+1 formula drives customer demand

2012
Evans Cycles, CFO.

2006
Radley & Co, CFO. 

2003
Eagle Rock Entertainment, group FD. 

1998
Braiform, joined as financial controller, 
promoted to group finance director.

1988
Qualified as ACCA while at wine importer.

have ambitions to keep growing at a similar pace over the 
next five years’, Blanchard says. About half  the revenue 
comes from bikes, the rest is from PAC – parts, accessories 
and clothing. After all, you just have to have the latest Lycra, 
the best gear derailleur and the cleverest GPS tracker.

The company was founded in London 94 years ago, but 
as recently as 2004 traded only within London. Opening a 
shop in Castleford, Yorkshire, was an adventurous expansion 
back then. A private equity group bought into the business 
in 2008 and today Evans has 50 shops nationwide. 

Private equity is something Blanchard is very familiar 
with, having worked in three other PE-backed companies. 
‘In mid-market private equity they invest in exciting 
companies that are in an exciting sector with great growth 
prospects,’ Blanchard says. ‘It’s challenging, and they tend 
to be leveraged so that creates a particular dynamic. But 
fundamentally it’s about working for a company where I have 
an affinity with the business, with the product or with the 
journey that it’s going on.’

Each of  the businesses Blanchard has worked for had 
different PE backers. While each PE firm has its own ‘house 
style’, Blanchard says: ‘It comes down to the personalities 
of  the two directors that the private equity firm has put on 
the board. The common theme [across all the PE backers] 
is they are very demanding. They understand that company 
performance can’t always be good because sometimes the 
market goes against you, but as long as they feel the 

I
n business, some people talk the talk; they tell a good 
story but actually doing anything about it is more of a 
challenge. Others walk the walk; for them, delivering on 
what they say is the measure of their effectiveness.

Jonathan Blanchard bikes the bike. As CFO of  retailer 
Evans Cycles, he unfolds his £850 Brompton bike in central 
London, rides to Victoria station where he catches the 
Gatwick Express train, then rides from the airport to the 
company’s head office and 125,000 sq ft distribution depot. 
Blanchard shares his company’s passion for bikes. He’s 
clocked up 3,500 miles on his, just from doing his daily 
commute since he joined the company in 2012. 

The bike thing isn’t just corporate rah-rah. Evans’ 
customers are passionate about their bikes too. The website 
lists no fewer than 27 road bikes that cost over £5,000. That 
doesn’t even include all the top-price mountain bikes – and 
it was too big a task to count the number that cost £2,000, 
£3,000 or £4,000. But it would be wrong to think of  Evans 
as like the airline industry, making almost all its money from 
a handful of  customers who prefer to go first class. 

‘We sell several bikes at that £5,000 price each week – 
but we’re selling thousands of  bikes each week,’ he says. 
‘Our bread-and-butter is bikes between £500 and £1,000.’

Happiness is n+1
If  that sounds like a lot, there is a tongue-in-cheek formula 
that true cycling enthusiasts use to describe the number 
of  bikes you should own to lead a happy and fulfilled life: 
it’s n+1, where n is the number of  bikes you currently own. 
The point is, however wonderful, expensive and carbon-
featherweight your newest bike, soon you will be hungry to 
buy another – even if  it means leaving the car outside the 
garage because there’s no room for it inside.

Evans operates in a market whose customers have been 
even more enthused by Bradley Wiggins winning the Tour de 
France in 2012, Chris Hoy’s and Victoria Pendleton’s gold 
medal successes at the London Olympics, and Yorkshire 
hosting the start of  this year’s Tour de France. 

‘Big events like that are a fantastic way of  advertising 
cycling as a leisure activity. Our whole philosophy is about 
getting people on bikes, getting people to enjoy the passion 
of  cycling. We want to perform well as a business too – but 
fundamentally we want more people to cycle in this country.’

Such has been the growth in cycling that, over the last 
five years, Evans’ revenue has doubled to £130m ‘and we 

CV

»
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* ‘Whenever you join a business 
invest a lot of time getting to know 
the business and your colleagues 
before making any radical changes.’

* ‘Get into the detail. As CFO I would 
never, ever underestimate the 
importance of basics like reviewing the 
trial balance with your team or the key 
balance sheet reconciliations.’

* ‘When you’re in a private equity-backed, 
fast-paced, growing business, you need 
to have a lot of energy and enjoy what 
you’re doing to really add value. If 
you’re not someone with a lot of energy, 
this isn’t the industry for you.’

although private equity invested about three years before I 
joined I could see there was still a lot of  runway to take the 
business forward and help it grow. And I was attracted by 
the complexity – it’s a true multi-channel business.’

Only 5,000 of  Evans’ 70,000 SKUs [stock-keeping units] 
are in the shops, so it has a very significant website. But 
even the shops are different from most retailers: ‘With most 
retail, product is on the shelves, it’s self-service – you try it 
on and buy it. You don’t need staff  to assist you. Cycling is 
very, very different. People buying bikes want to talk to staff  
who are cyclists. They want to talk about their experiences 
and the type of  cycling they’re doing, they need advice on 
buying a bike and they want to test-ride it.’

Logistical nightmare
We’re back to those bike-mad customers – but the test-
ride offer creates what sounds like a logistical nightmare: 
ferrying premium-priced bikes around the country. If  
someone in Bristol wants to test-ride a £2,500 carbon road 
bike and it’s not in the local shop, it will be delivered there in 
a day or two. And if  the customer decides they don’t like it 
or wants it in a different colour? No problem – but that first 
machine has to be ferried back to the Gatwick depot again.

‘We’re the only large retailer in the country who allows 
you to test-ride any bike we have. So there is a lot of  
complexity in the supply chain and the logistics,’ Blanchard 
says. ‘All of  that attracted me to the business.’

Further layers of  complexity include the finance 
arrangements and insurance that Evans offers its customers. 
There’s even a division that sells voucher schemes 
to corporate clients that want to offer employees the 
opportunity to take part in the government’s ‘cycle to work’ 
programme, which offers tax incentives for bike purchases.  

Blanchard regards anything that’s good for cycling as 
good for Evans – even what might be seen as a threatening 

management team are working hard, focusing on the right 
things, performing to the best of  their ability, then they are 
very supportive. The moment they think they haven’t got the 
right management team they will fire you.’

Blanchard’s particular skillset is in ‘professionalising’ 
businesses that typically have been owner-managed. ‘They 
are very good businesses but the owner has been able to 
take them to a certain level and it then needs a professional 
management team to take it through the next period of  
growth,’ he says. That means putting in robust systems 
and reporting, great IT functions, helping formulate a clear 
and ambitious strategy, and ‘introducing all the cashflow 
disciplines you need in a medium-to-large business’.

About 1,000 of  Evans’ 1,300 employees are cyclists, 
although it’s not a requirement if  you want to work in the 
finance department. An accountancy qualification is strongly 
encouraged, though. Blanchard got his ACCA in 1988: ‘From 
a professional point of  view it was the best thing I ever did. 
All of  our senior finance team are qualified accountants  
and we have two junior accountants we are supporting 
through their qualifications.’

Shifting up
Blanchard has nothing but admiration for the Smith family 
who owned the business since the 1950s and built its 
reputation within the cycling community, but adds: ‘The 
company was in a new phase of  growth and it was a much 
bigger and more complex business and just needed a 
different skillset to take it through the next five years.’

Evans approached him not long after he had taken Radley 
through a secondary buyout, and he was looking for another 
challenge. There was plenty to attract him – not least that he 
had bought his first ever mountain bike from Evans. 

‘I just had a feeling that would be a really interesting 
business to work for. It had been owner-managed and 

£130m
Revenue in 2013/14.

1,300
Number of employees. 

6/6
Number of directors who are  
enthusiastic cyclists.

£650
Typical price of a Hoy bike (exclusive to 
Evans Cycles).

£12,000
Most expensive bike on the Evans  
Cycles website.BA

SI
CS

TI
PS

16 FOCUS | INTERVIEW

ACCOUNTING AND BUSINESS



competitor. The vastly bigger car parts and cycle retailer 
Halfords has 450 branches to Evans’ 50, but he sees it more 
as a supplier of  future customers than a rival. ‘The average 
price of  a bike we sell is about three times the price of  the 
bike that they sell,’ he explains. ‘They’re in the economy end 
of  the market, we’re at the premium end, so we’re serving 
different customers. As people get more into cycling they 
probably move on from Halfords to us.’

As CFO, it’s Blanchard’s job to watch out for problems in 
the road ahead. ‘You need to be telling the business when 
the bumps are coming – ideally at least six months before it 
happens. There is nothing worse than saying there’s going to 
be a bump next week.’

But a bike purchase – even at the luxury end of  the 
market – doesn’t have a six-month lead time, so how can 
Blanchard see that far ahead?  ‘It’s all about trading trends. 
It’s about your pipeline of  product and promotions, where 
you sit in the market, what your like-for-like comps are 

in your stores, how the website is 
performing. You’ve got to be close 
to the business and its performance 
to be able to pick up trends that are 
happening as far out as possible.’

That’s particularly true in a PE-
backed business, whose owners take a 

dim view of  any surprises. ‘As an FD in a leveraged situation 
the worst thing you can ever do is say, “We’re going to 
breach our banking covenants next week.” I’ve never been in 
a business that’s breached a bank covenant, and I’ve been 
in some businesses that have been in difficult trading times. 
We’ve always been able to forecast well ahead and then talk 
to the banks.’

Looking further ahead, Evans’ strategy remains UK-
based. The Tour de France may have come to the UK, but 
Evans has no ambitions to go to bike-mad France, Italy or 
Holland. ‘There is so much fragmentation in the UK market 
so that’s our focus and I think it’s where we have a great 
multi-channel offer,’ he says.

Besides, with a customer base that has an ‘n+1’ appetite 
for Evans’ products, there’s still plenty of  scope to take the 
business up a gear. ■

Andrew Sawers, journalist

▌▌▌‘MOST RETAIL IS SELF-SERVICE – YOU TRY 
IT ON AND BUY IT. YOU DON’T NEED STAFF TO 
ASSIST YOU. CYCLING IS VERY, VERY DIFFERENT’ 
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EQUAL PARTNERS
The Big Four firms are beacons of egalitarianism compared with many other professions 
but the partner journey is still a tough one, as Chris Carter and Crawford Spence reveal

we interviewed could be regarded as coming from an elite 
social background. This is quite different from ‘magic circle’ 
law firms or the upper echelons of  the medical profession, 
where expensive schooling and Oxbridge educations are par 
for the course. We had expected partners to be the Nick 
Cleggs or David Camerons of  the accountancy profession, 
with gilded upper-middle-class backgrounds, expensive 
educations (Westminster and Eton) and elite university degrees 
(Cambridge and Oxford), but found a very different truth.

Our research reveals that there is a very real sense in 
which the Big Four are meritocratic. People who perform well 
are able to rise to the top, whatever their background. One 
of  our interviewees, a former senior manager at one of  the 
firms, and now an investment banker, explained: ‘The people 
that I joined with had a very wide sort of  social background. 
Accountancy firms, they don’t really care where people come 
from; it’s all about what they’ve done with themselves and 
what they’ve achieved rather than where they’ve come from. 

O
ver the last three decades the big accountancy firms 
have thrown aside the cloak of boredom, recasting 
themselves as dynamic, exciting and at the forefront 
of the global economy. The Big Four firms are both 

financially successful and politically influential. 
Unlike the major corporations and government 

departments that are their clients, the Big Four are organised 
on a partnership model. Partners are at the pinnacle of  the 
Big Four and occupy positions of  great importance. Our 
research, conducted at the University of  Edinburgh Business 
School and Warwick Business School, sought to shed light on 
who Big Four partners are and how they become partners. 

What does your father do for a living?
In his report on social mobility in the UK, former minister Alan 
Milburn argued that many professions have, in effect, become 
closed to people from working class backgrounds. He cited the 
law, medicine and accountancy as examples. While the broad 
thrust of  Milburn’s argument, especially on law and medicine, 
is correct, our research found something quite different in 
the Big Four accountancy firms. Big Four partners are drawn 
from a variety of  backgrounds – in fact, only one partner 

▲ ALL THAT GLITTERS…
Graduation at Oxford University, a classic entry marker for 
prestige professions with limited social mobility
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‘Making partner is more meritocratic 
than in the past,’ said Professor 
Spence as the report was unveiled. 
‘Social ties and family background 
are less important than what you can 
do for the firm.

‘Partners in elite law firms tend to 
come from privileged backgrounds 
and elite universities. This is not 
the case with partners at Big Four 
firms, which have a preponderance 
of  provincial university graduates 
from relatively modest backgrounds 
– aspirational working or lower 
middle class. They are generally 
state-educated, with parents who 
themselves are unlikely to have had 

the luxury of  higher education.
‘Of  the 32 interviewees only three 

had attended an elite university and 
one of  those left at senior manager 
level complaining that he had never 
fitted into the culture there.

‘The rest exhibit a classic pattern 
of  social mobility, enabled to become 
professionals through a university 
education. By contrast, the children of  
the accountancy partners interviewed 
are privately educated and attend elite 
universities or plan to.

‘At the Big Four all walks of  life 
are welcome as long as they are 
able to generate sufficient levels of  
economic return.’

RISE OF THE MERITOCRACY

‘The Big Four all just take people who have shown that 
they are exceptional individuals. Frankly, it doesn’t really 
matter where they come from and their background, and 
whether they are county champions at something. Frankly, it 
doesn’t matter which country they come from either.’

This is a relatively recent phenomenon. Some of  the 
partners, now in their fifties, remember the prevailing 
culture in the large firms in the early 1980s. One recalled 
that there were two questions you were asked: ‘what does 
your father do?’ and, ‘what school did you go to?’ The 
answers immediately determined your trajectory in the firm. 

Those old boy networks were all but blown away in the 
1990s as the firms merged, became more commercial, 
developed new lines of  business and were less encumbered by 
minor social snobberies. It became less ‘what does your father 
do?’, and more ‘what can you do?’

So far, so positive. For employees who are white and 
male, the Big Four offer exciting possibilities to reach the 

top. Things are more limited for 
females and those drawn from 
the ethnic minorities. To be fair 
to the Big Four, they are all aware 
of  this and are genuinely trying to 
do something about it. Research 
shows, however, that actually 
changing a culture is far more 
difficult in practice. The Big Four 
have deeply held belief  systems 
and organisational practices that 
they will need to overcome if  they 
are to make their workplaces more 
reflective of  society.

Ladder labour
A mere 2%–3% of  employees will 
make it to partner in a Big Four 
firm. Those joining on a training 
contract after university can 
typically expect to spend 17 years 
climbing the pole before making it 

to partner. So what’s the process? 
First off, it is fairly unusual for a trainee to come to the 

attention of  a partner but in the post-qualification period, 
when newly minted accountants become managers, they 
start getting noticed. To do well they have to be good at 
their jobs and be seen to be doing well. One of  the Big 
Four, as part of  a culture change programme, asked: ‘What 
are you going to be famous for?’ Putting aside the reality 
TV connotations, it spoke to a prominent theme in our 
interviews: how do people get noticed? How do they start 
to be seen as having partner potential? In this process it is 
crucial to be involved with a service line or a client deemed 
to be important, and it is taken for granted that the quality 
of  the work is good. 

As an employee becomes more senior, gets trusted 
and becomes more involved with clients, the next step is 
promotion to director. This is a big jump, the point at which 
an employee becomes a true organisational insider. »  
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One interviewee who had made partner a few years before 
said: ‘You can work your way up and then you’ll hit the 
ceiling and you’ll keep hitting that and it kind of  doesn’t 
matter what you do, unless somebody opens that trap door 
and pulls you up and says, “Actually, yes, that person’s 
doing the things we want that person to do as a partner in 
this firm and they can be one of  us.”’ 

For those who don’t make partner, the choices are to stay 
in the firm as a director, move to a different firm and often a 
different city to try the process again, or move into industry. 

All our interviewees emphasised the importance of  
timing. This is largely because in addition to the personal 
case for a partnership there is the business case. Does 
a firm think an area of  activity will be able to generate 
sufficient revenue to justify a partnership in that area? 
For instance, there are many excellent corporate finance 
directors who are unlikely to make partner in the short 
term because the business case is no longer there, due to 
the drying up of  M&A activity following the global financial 
crisis. Conversely, an insolvency specialist stands more 
chance of  making partner than they did a decade ago. 

What a Big Four partner looks like
In conclusion, the modern Big Four partner is likely to be 

a white male, and to have become a partner 
in their late thirties, on average 15 to 17 

years after joining the firm. They are 
likely to be drawn from a wide variety 
of  backgrounds. The partner will have 

convinced the firm that not only is there 
a personal case but also a business case 

for making partner. For partner status to be 
conferred, the firm must absolutely trust the 

ability and integrity of  the candidate: can 
they help grow the business? Partners are 

a curious mix of  conformity (they need to 
fit into a large organisation) and individualism 
(they need to stand out from the crowd). 

Overall, making it to partner is more open than 
it was in the past. It is much more based on what 

you can do rather than where you come from. In 
turn, ‘what you can do’ generally means developing a 

wide-ranging soft skillset that privileges EQ (emotional 
intelligence) over IQ. ■

Chris Carter is professor of strategy and 
organisation at Edinburgh University 

Business School, and Crawford 
Spence is professor of accounting 
at Warwick Business School

A director can remain in the firm for the rest of  their career. 
Directors are incredibly knowledgeable about their service 
line, are highly valuable in that they are charged out for large 
sums, and are responsible for a lot of  project delivery. 

Our research suggests that directors fall into two 
categories: those passing through quickly on the way to 
partnership, and those likely to remain a director for the rest 
of  their working life. So what is the difference? 

Directors are by definition ‘expert-specialists’, whereas 
partners need a broader-based skillset. Something that 
came up frequently in our research is that partners need 
to be able to have ‘relevant conversations’ with clients, or 
need to be the equivalent of  business CFOs in their ability to 
handle tough conversations. 

Our research emphasises the need for partners to have 
highly developed social skills. This is reflected in how much 
time a partner spends with clients. One interviewee recalled: 
‘As senior manager you probably spend 80% of  your time 
delivering, 20% selling, and over time [as a director] you 
learn to do nearer 50/50. Now as a partner, it’s probably 
80/20 the other way: I probably spend 20% of  my time 
delivering and 80% of  my time finding the next work.’

Our research highlights the importance of  having a good 
mentor for those looking to become partner in a Big Four firm. 
There were a number 
of  reasons for this. 
First, the mentor 
provides wise counsel 
on the politics of  the 
firm. Second, the mentor 
acts as an effective advocate 
in talking up a candidate. 
Third, the mentor can help 
a candidate understand 
what aspects of  their job 
performance they need 
to work on and improve. 
Virtually all our interviewees 
recounted stories of  how 
important good mentorship had 
been to their success. 

The process of  becoming 
a partner is now heavily formalised – 
typically a year-long process, involving 
intense scrutiny. Most partners 
described it as demanding, stressful 
and fraught with uncertainty. 

FOR MORE INFORMATION:

Read the study at http://
tinyurl.com/Big4merit

► HEAD START?
While an education at 
elite school Eton may 
aid a legal career, the 
Big Four are more 
meritocratic 
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Making up the long-haul shortfall
The giant hole in the long-term financing of public infrastructure could be filled by more 
open corporate reporting, say the big six accountancy networks. Robert Bruce explains

Infrastructure investment is one of 
those goals that prove elusive when 
economic spirits need lifting. The 
building of bridges, rail systems, 
airports and roads plus myriad 
complex engineering projects do 
the business. They lift employment, 
boost flagging economies and provide 
lengthy and sustainable projects. But 
there is a problem.

And it is this problem that the B20, 
which brings together the business 
leaders of  the G20 countries, called 
in the top six international accounting 
networks to solve. The problem itself  is 
simple – there is a shortfall in long-
term investment. It is the solutions that 
will be complex.

But no one should doubt the 
benefits of  sorting it out. The 
fundamentals of  long-term investment 
and what it can do for economies 
create huge opportunities. Sir Win 
Bischoff, chairman of  the Financial 
Reporting Council, pinned it down 
in his speech at the FRC’s inaugural 
conference recently. He was talking 
of  how the UK needed to continue 
to provide investors and companies 
who use London with ‘a deep pool of  
international capital with a hard-earned 
reputation for high-quality corporate 
governance and reporting’. 

The really long-term stuff  is 
infrastructure investment. And this 
is where there is a problem. The six 
networks’ report for the B20 took as its 
starting point the estimates produced 
by rating agency Standard & Poor’s and 
consultancy McKinsey. They reckoned 
that US$3.2 trillion of  investment would 
be needed globally every year for the 
next 15 years – but that there would be 
an annual shortfall of  US$500bn.

That’s some problem. And its 
underlying causes are going to be 
difficult to address. 

Traditionally the two main providers 
of  investment in huge long-term 
projects are governments and banks. 
But governments are still trying to 
rebuild after the financial crisis. Cash 
for long-term investment is simply not 
being put on the table – and is unlikely 
to be placed there in the foreseeable 
future as the legacy of  national debts 
and public austerity policies coincide. 

The banks, on the other hand, 
have been battered by regulators, 
politicians and public opinion. Under 
pressure to deleverage, they will not 
be undertaking large long-term project 
investment any time soon. The report 
is blunt: ‘As demand for infrastructure 
continues to climb, constrained 
government budgets, volatility and risk 
aversion in the marketplace, and the 
need for banks to deleverage, have put 
pressure on project financing.’

Rebuild support
His point was that this can help rebuild 
public support for financial markets: 
‘This virtuous circle of  long-term, 
sustainable returns attracting capital 
that creates demonstrable value for 
the real economy through increased 
employment and innovation is probably 
the most powerful way in which markets 
can win back the support of  the public.’

STATEMENTS OF SECURITY
While recommending more innovation, information and communication, the 
Unlocking investment in infrastructure report emphasises that financial 
statements prepared in accordance with high-quality and widely accepted 
accounting standards, and subject to external audit, ‘play an essential role 
in facilitating investment and capital allocation’. International Financial 
Reporting Standards-compliant statements also offer global comparability 
and so are especially relevant in the context of cross-border capital flows. 

‘While financial statements do not (and should not) aim to provide all 
of  the information required for decision-making by investors and potential 
investors,’ says the report, ‘their reliability and standardisation represent 
key comparative advantages. Audited financial statements also thereby add 
discipline to the broader communication process.’
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these last two that don’t show up in 
the regulated financial reporting. But 
corporate culture is changing, and 
has been since before the financial 
crisis hit. Integrated reporting and 
other innovations like it have the power 
to transform. Take, for example, the 
FRC’s Financial Reporting Lab, where 
companies, investors and preparers 
can trial such ideas, or South Africa 
where integrated reporting has become 
part of  the reporting rules. All these 
initiatives can raise and change the 
level and quality of  information and 
communication for investors. 

But ultimately it is down to the 
organisations that want to provide 
and run the projects that need the 
investors. They need to go with the 
flow, use all the innovation they can 
in providing the information required. 
And, probably the hardest thing of  all 
to do – bite the bullet on reporting real 
risks and future prospects. ■

Robert Bruce is an accountancy 
commentator and journalist

FOR MORE INFORMATION:

The report Unlocking investment in infrastructure – is current accounting and 
reporting a barrier? is available at http://tinyurl.com/B20-UII

Out of  the game
So both the traditional long-term 
investment provider sectors are out 
the game. And the market may well 
be moving back to the old short-term 
and disastrous model. In the words 
of  Hans Hoogervorst, chairman of  the 
International Accounting Standards 
Board: ‘Money managers have huge 
incentives for making momentum-
driven investment decisions. In the 
short run, going with the flow is often 
the safest bet, no matter how irrational 
this flow may be.’ 

What is needed is encouragement 
for other traditional long-term 
investors – insurance companies and 
pension funds – to plug the gap. It 
won’t be easy. These investors need 
long-term sources of  investment. It 
is the long-term risks and what they 
may mean which cause the problems. 
‘Investing decisions by insurers are 
likely to be more heavily influenced by 
the expected stability of  cashflows,’ 
says the report. Likewise for pension 
funds, the report says: ‘Accounting 
implications are generally not a key 
factor driving investment decisions 
– rather, areas of  focus include the 
risks and returns associated with 
an investment and the stability of  
future cashflows.’ 

And risks are real. For a long-term 
project, political risks are high on the 
agenda. A 25-year investment in the 

US will span 10 Congressional terms. 
A similar project in the UK would span 
five governments at least. There is no 
knowing what political policy changes 
may put a hefty spanner in the works 
at some point.

What will work, the report suggests, 
is making reporting much more open. 
The financial reporting would stay 
much the same. What is needed is 
a way to give investors a wider view 
of  what is going on and a greater 
understanding of  how the project, 
and the business running it, really 
work. As the report says, the G20 
should ‘encourage corporate reporting 
innovations and initiatives that provide 
investors with a longer-term and 
broader perspective on shareholder 
value creation to complement the 
historical financial performance and 
current financial position perspective 
provided by financial statements’.

There are three types of  information 
required: the financial information, 
the information on how a project is 
going, and the intangible stuff. It is 

▲ THE ROAD LESS TRAVELLED
The retreat of governments and banks from public infrastructure investment has kicked 
away the traditional prop for civil projects capable of revitalising flagging economies
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Taking it to the top
Unqualified accountants hurt the profession and business at large, and we must convince 
government to give the issue the weight it deserves, says ACCA president Martin Turner

This is my last column as your president and I wanted to take this 
opportunity to record what a privilege and pleasure the past 
12 months have been.

One of  the great joys of  being president is having an 
opportunity to speak to members, hear your views 
and take those issues to a wider audience. ACCA 
is your body and I have been delighted to have 
had the opportunity to speak with a wide range 
of  influencers, policy-makers and other key 
stakeholders on your behalf.  

One issue which has arisen regularly among 
members in the UK and Ireland is that of  
unqualified accountants and the damage that 
they do to business and the wider economy, 
as well as the detrimental impact they have on 
our profession.

ACCA has campaigned on the issue for many 
years. Despite our lobbying efforts and those of  
other professional bodies, a legal definition of  
the term ‘accountant’ is unlikely to be formulated 
any time soon. 

We understand that governments are concerned 
that any definition may create problems for parts 
of  the profession. We were told some years ago that 
the use of  the word ‘chartered’ in our designation 
should be enough of  a differentiator for the public 
and businesses. I think we all know from experience 
that this is not the case. As long as anyone can legally call 
themselves an accountant – without training, qualifications 
or experience – the public will continue to be confused and 
unqualifieds continue to inflict damage on businesses, which 
ACCA practitioners will have to continue to rectify.

We also continue to argue the case – and ACCA is working on 
marketing collateral to highlight the benefits of  using a qualified 
accountant over that of  an unqualified. Practitioners have 
been closely involved in the process to tailor the design 
and messaging to your requirements. This material 
will soon be available online to download so 
accountancy practices can print it off  and 
use it as part of  their sales material.  

We will also continue to push the 
issue at every possible opportunity 
and work to get the subject to 
the top of  the political agenda. 
If  politicians claim they are 
business-friendly, they need to 
understand how unfriendly the 
situation with unqualifieds 
continues to be. ■

Martin Turner FCCA is a 
management consultant 
in the UK health sector
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Checking out the CEO
After three years in the top job at Britain’s biggest retailer, Philip Clarke is carrying the 
can as Tesco’s woes deepen. Is it really all his fault, wonders Peter Williams

On 1 October 2014, Tesco chief 
executive Philip Clarke is leaving his 
job. As one of Britain’s most high-
profile companies, retailer Tesco 
has had problems that are known, 
experienced and discussed by a large 
proportion of the population because 
that is where they shop – or at least 
that is where they used to shop. 

A few years ago it all was so 
different. Tesco seemed invincible. 
When Clarke’s predecessor Sir Terry 
Leahy stepped down in March 2011 
after 14 years in charge, he had 
converted a narrow lead over Sainsbury 
into a huge one. Tesco was taking 
30.5% of  total UK grocery sales and 
for the year to February 2012 profits 
for the period reached £2.8bn. The 
only cloud on the horizon seemed to be 
what would happen to its ailing Fresh & 
Easy chain in the US. 

Indeed, the very success of  Tesco 
had prompted a backlash. The 
retailer’s power had aroused some 
concerns, perhaps most notoriously 
expressed in April 2011 when a newly 
opened Tesco Local in the Stokes 
Croft area of  Bristol – the city’s 18th 
Tesco outlet – was stormed by rioters. 
Privately dismissed at the time by 
Tesco insiders as a storm in a teacup, 
it now looks like a watershed.  

Then it all started to unravel. 
Overseas expansion was blown off-
course by the global financial crisis 
while at home the supermarket’s 
dominant position was assaulted head-
on by low-cost rivals such as Lidl and 
Aldi – taking advantage of  consumers 
feeling the pinch – and outflanked on 
premium spend by the darling of  the 
middle classes, Waitrose. 

News of  Clarke’s departure came as 
Tesco issued its second profit warning 
since 2012. Meanwhile latest profits to 
February 2014 plummeted to £970m. 

So how much of  Tesco’s fall from 
grace is down to Clarke? He can’t be 
blamed for the financial crisis, the 
recession, or even the arrival in the UK 
of  German low-cost rivals that seem 
to be the true inheritors of  Tesco’s 

been intimately aware of  the gathering 
storm. Presumably he was and decided 
he could handle it and, as chief  
executive, he was uniquely responsible. 

Ben Horowitz, a British-born and 
US-raised businessman writing about 
being a CEO (he was the boss of   
Opsware, a software company acquired 
by HP for US$1.6bn in cash in 2007), 
says that the only way to learn to be  
a CEO is to be a CEO. Horowitz adds 
that the hardest task in the role is 
managing your own psychology: the 
job is a lonely one and when things go 
wrong you get the blame whether it’s 
your fault or not. You spend much of  
your time making unpalatable choices 
and trying to face reality with some 
equanimity without resorting to either 
Munch’s The Scream-like desperation or 
Pollyanish optimism. 

When Clarke announced that he was 
quitting he said he felt an ‘enormous 
sense of  relief’, perhaps a reflection 
that he was finally free from the 
strain of  battling those mind games 
described by Horowitz. They will be 
the same games that are presumably 
already starting to be played in his 
successor’s mind. ■

Peter Williams is an accountant  
and journalist

customer-attracting ‘pile it high and 
sell it cheap’ approach, which had 
been abandoned in the 1990s. 

Neither can he be blamed for the 
shape the business was in when he took 
command. Even as Leahy handed over, 
fears were being expressed over the 
success of  the company’s international 
expansion and the hard times ahead. 

At the 2013 Tesco annual general 
meeting in an extraordinary attack, 
Leahy’s predecessor Lord MacLaurin 
said: ‘When you judge the performance 
of  a chief  executive, you not only 
judge the performance of  his day-to-
day operation, but you also have to 
judge his legacy and I think we’re all 
very sad to see the legacy Sir Terry 
Leahy has left.’ It was an extraordinary 
intervention which seems to absolve 
Clarke of  much responsibility.

But while Clarke may not have been 
in charge of  events any more than any 
of  us are, as an insider he should have 
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Leasing divides the world
The different approach taken to leasing by US and international standard-setters is 
entrenching divergence and encouraging the Balkanisation of accounting, says Jane Fuller

A friend of mine who started work at 
a large, family-controlled company 
nearly 40 years ago has a clear 
memory of its approach to leases. It 
capitalised them and included them in 
the total assets that it was seeking a 
return on – ROTA was a key measure.

Five years into the project to 
reform lease accounting, it is worth 
remembering such fundamentals. 
On the liability side, leasing incurs 
obligations to pay stretching years into 
the future, which looks like debt.

Yet despite a consensus that leased 
assets and liabilities should go on 
the balance sheet, the International 
Accounting Standards Board (IASB) 
and the US Financial Accounting 
Standards Board (FASB) are going 
different ways over the definition of  
leases and the way they are expensed 
in the income statement. 

The European Financial Reporting 
Advisory Group (EFRAG), which advises 
the European Commission, has been 
consulting on the divisive issues this 
summer. In its comment letter to the 
IASB last October, EFRAG agreed with 
it on one important point: a single 
measurement model is better. 

This follows the logic of  treating 
leases as ‘right of  use’ (RoU) assets, 
rather than looking through to the 
underlying asset. Doing the latter, 
which is FASB’s preference, entails 
judging whether the underlying asset 
is partially used up (in substance, a 
purchase), or not (eg property). 

It sounds like the old IAS 17 finance 
versus operating lease distinction, 
and it means that, under US generally 
accepted accounting practice (GAAP), 
income statement presentation will 
continue to vary according to the 
type of  lease. The IASB’s single 
(finance lease-style) approach splits 
the expense into a straight-line 
amortisation charge for the RoU asset 
and financing costs that diminish with 
the carrying value. 

Income statement presentation 
should not cause so much angst. But 
the standard-setters have not only 

balance-sheet reform, but their other 
divergences have encouraged some 
to campaign for a ‘disclosure only’ 
approach. Since preparing an audited 
note entails a similar amount of  work, 
this looks like obfuscation.

An investor wants to see a company 
weighing up ownership versus leasing 
versus rental in a dispassionate way. 
If  it plumps for a lease of  more than a 
year, it should face up to the debt-like 
obligation. While some leverage ratios 
may be affected, it is highly unlikely 
that bank lenders will be unaware of  
their clients’ other obligations.

While I prefer the IASB’s approach, 
the worst aspect of  the recent 
developments is the cementing of  
divergence between it and FASB. 
Effectively competition has resumed 
between the two sets of  standards. 
Where there are two credible 
approaches, some would say ‘let’s see 
which works best’. But this experiment 
comes at the expense of  international 
companies and investors in anything 
other than domestic companies, and 
runs against the cross-border political 
consensus, as expressed by the G20. 

The case for harmonised, rather 
than Balkanised, standards remains 
strong. FASB should resist the 
temptation to turn its own excuse 
for divergence into a potential get-
out clause for every other national 
standard-setter. It was not helpful for 
FASB vice-chairman James L Kroeker to 
say in June: ‘Differences in standards 
will persist because of  the legal, 
regulatory and cultural differences 
between different jurisdictions.’ 

Meanwhile, the IASB should be 
ready to compete. Its new efforts to 
engage with a range of  standard-
setters should help with this. But if  
those partners feel they are not being 
listened to, the danger is that the 
centrifugal forces will be cranked up. ■

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

faced pushback from preparers but 
divisions between users of  accounts 
over the best solution. 

Changes such as exempting small 
leased items have not been enough to 
quell the objections. Fortunately, the 
IASB and FASB have stuck to the on-
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I am involved in the coordination  
of the forecast process and 
the reporting of management 
information to senior management. 
I provide the senior management with 
an up-to-date financial assessment 
of  the various business areas in 
Santander UK. 

A typical working week is filled with 
emails about trends in products, 
business areas and the effect of the 
consolidated view of Santander on 
key financial metrics. Often there 
are projects taking place regarding 
products or business areas and my 
team provides them with the financial 
surroundings that will help with 
management decisions.

My biggest achievement to date has 
been developing a central reporting 
tool of all plan, budget and forecast 
data. This tool now drives all of  my 
team’s reporting and it has allowed for 
all reporting to be much more efficient 
in terms of  time and manpower.

I chose the ACCA Qualification 
because of its rounded nature. 
While providing technical accounting, 
it also has a business focus which 
appealed to me. Coupled with this, 
its strong global reputation and 
the large global network ensured 
I chose a qualification that gives 
real opportunities. 

I decided on accountancy early 
but decided to go travelling before 
starting my career. Coming back, I 
did a brief  stint in recruitment while 
going through the graduate application 
process with other organisations, but 
I always had my heart set on being 
an accountant.

‘ I DID A BRIEF STINT IN RECRUITMENT, BUT 
I ALWAYS HAD MY HEART SET ON BEING 
AN ACCOUNTANT’ PAUL CHOHAN ACCA, 
FORECASTING AND PLANNING ANALYST, 
FMI FINANCE DIVISION, SANTANDER UK

The best feature of being an 
accountant is that it allows you to look 
at what is driving the business and it 
offers a financial basis of decision-
making. Much of  what I do is forward 
looking and so you are able to see 
where management want to take the 
business in the future.

Outside of work I try and spend as 
much time as possible with friends 
and family. I think it is key to have 
some regularity to your week in 
terms of  social activities, and to 
try and fit the demands of  work 
around this. I play squash, football 
and rugby regularly; I love travelling, 
too. I am also a big music fan and 
try and go to as many gigs and 
festivals as I can. ■

Interested in appearing on this 
page? If  so, please email Caroline 
Rheubottom caroline.rheubottom@
accaglobal.com

SNAPSHOT:  
AUTOMOTIVE 
INDUSTRY
The automotive industry is 
a good example of a sector 
driven by state-of-the-art 
technology. ‘Mobility solutions 
are increasing in importance, 
boosted by the emergence of 
self-driving cars,’ explains 
Mathieu Meyer, KPMG’s 
global head of automotive. 

Any trend will have an 
impact on the financials. 
‘Although this phenomenon is 
not likely to damage new car 
sales, it may threaten demand 
for second or third-car 
ownership,’ Meyer says. 

In the UK, one exciting 
development is carbon fibre. 
‘Launched with much fanfare 
in July 2013, the all-electric 
BMW i3 has got everyone 
talking about carbon fibre, the 
ultralightweight material used 
extensively in the chassis,’ 
says John Leech, head of  
automotive at KPMG. While 
the material is not new, 
‘its appearance in a mass-
produced road car suggests 
that carbon-fibre prices may 
have fallen to a level that 
makes the technology a better 
bet than e-propulsion’.

54%
According to KPMG’s 2014 
Global Executive Automotive 
Survey, 54% of  executives 
interviewed believe that under-
25-year-olds do not wish to 
own a car.

The view from
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Into the fallout zone
There may be little businesses can do to control political risk, but its escalation, particularly 
for UK companies, makes acting to mitigate the effects a better response than ignoring it

executive director at communications 
agency Cicero Group. As for who wins, 
Rowland says the 2015 general election 
is the hardest to call in a generation 
but coalition or minority government 
could become the new normal at 
Westminster. ‘There’s a risk that the 
2015 election results in a minority 
government with a weak mandate, 
unable to move its agenda and manage 
the economy effectively,’ he adds.

A report from Cicero and the 
Chartered Insurance Institute (CII) 
predicts a Labour-Lib Dem coalition 
is a real possibility too, in which case 
an EU membership referendum would 
take place only in the event of  treaty 
change, while another Conservative-Lib 

The economic recovery is gathering 
pace and economic risk declining, 
but political risk is on the rise. 
Mike Rake, president of employers’ 
organisation the CBI, identifies three 
specific political risks ahead: the 
Scottish independence referendum, the 
upcoming general election and Britain’s 
place in the EU. ‘The uncertainty they 
engender is climbing up businesses’ 
risk registers, becoming a factor in 
investment decisions,’ he said at the 
CBI’s Annual Dinner in May.

If  Scotland goes
While the CBI reports that most 
businesses across Britain want 
Scotland to stay in the UK, Vistage’s 
Confidence Index shows that only 26% 
of  medium-sized businesses think a 
Scottish independence vote may have 
negative implications for them, and 
66% are currently not concerned with 
the potential impact of  the vote. 

‘This is one of  those instances 
when businesses may be holding 
their breath, waiting to see what 
happens,’ says Petros Fassoulas, head 
of  policy, Europe and Americas, at 
ACCA. ‘But whichever way the vote 
goes, companies north and south of  
the border will need to look at their 
business strategies in relation to tax, 
employment law, location and so on.’ 

If  Scotland leaves the union, Scottish 
businesses may lose the benefits of  free 
and unhindered trade within it. English, 
Welsh and Northern Irish companies 
will feel the pain too. ‘Scotland’s biggest 
export market, constituting 65% of  
all exports, is the rest of  the UK,’ said 
Rake. ‘Drawing an international border 
between us would create costs for 
businesses on both sides.’

Further risk comes from being 
less than a year away from the next 
general election. ‘The Coalition could 
become dysfunctional or break up 
entirely in the run-up to the election, 
leading to unpredictable and poor-
quality policymaking based on crude 
horse trading between the Tory and Lib 
Dem leadership,’ says John Rowland, 

Dem coalition would definitely mean 
EU membership renegotiation and a 
possible in/out referendum in 2017. 

Rake said: ‘Even the possibility of  
the referendum happening has caused 
uncertainty for business, with the 
risk of  fewer inward investments than 
would otherwise have been made.’

Many are in no doubt the UK must 
stay in Europe, albeit Europe reformed 
and fit for the needs of  today’s 
business world. ACCA sees staying 
in Europe as a no-brainer too, says 
Fassoulas. ‘Major overseas businesses 
including Nissan have set up shop in 
the UK because it is part of  the EU. If  
the UK were to leave, they would have 
to reconsider their investment » 

▲ THE YES MINISTER
Scotland’s first minister Alex Salmond wants a yes vote in the independence referendum
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choices. The UK can’t survive without 
these overseas companies. Apart 
from the many British businesses in 
their supply chains losing out, what 
about the 6,100 staff  at Nissan’s 
Sunderland factory?’

Fassoulas adds that UK businesses, 
especially SMEs, could benefit from 
greater EU integration: ‘By lifting any 
remaining barriers we could increase 
trade between the UK and EU by 45% 
for SMEs.’

While the Conservatives are still 
effectively in power, their immigration 
controls may be holding back recovery 
by restricting the employment of  
non-EU nationals to close the skills 
gap. ‘Britain needs talent, particularly 
in engineering where the skills gap is 
preventing growth. The success of  our 
financial industry has been in part due 
to immigration too,’ says Fassoulas. 

Regional risk
Conflicts around the world also pose 
political risks for UK businesses with 
international links. The turmoil in 
Ukraine, street protests in Turkey and 
Brazil, anti-China riots in Vietnam and 
Thailand’s coup will have had some 
businesses looking nervously at their 
supply chains. Supply chain risks have 
also taken on new and unexpected 
forms such as pillage (see page 38). 

In general, there are two types 
of  political risk – macro and micro. 
Macro risks, such as the threat of  war 
in Ukraine, destabilise the business 
environment for all companies. Micro 

risks – for example, anti-brand protests 
or loss of  social licence to operate – 
affect a particular sector or business.

The riskiest political environments 
are traditionally emerging markets. 
Earlier this year Aon Risk Solutions 
increased its political risk rating for 
all five BRICS (Brazil, Russia, India, 
China and South Africa). Brazil was 
downgraded ‘as economic weakness 
had increased the role of  the 
government in the economy’, Russia 
because of  Ukraine, India due to 
ongoing corruption and China because 
of  an increase in political violence. 
South Africa’s rating went down 
because of  recurrent strikes.

Risk repercussions
Companies could lose a lot of  money 
if  they do not tackle political risk head-
on. Shaistah Akhtar, litigation partner 
at King & Wood Mallesons SJ Berwin, 
says: ‘As we witnessed with the recent 
Russia/Ukraine crisis, and previously 
with the unprecedented economic 
freeze on Iran, the scope and impact 
of  economic sanctions can have a 
profound legal and commercial impact 
on businesses dealing with sanctioned 
entities and countries.’

Yet many businesses underestimate 
political risk. Only 39% of  respondents 
to Accenture’s Global Risk Management 
Study 2013 expect political risks to 
rise over the next two years, and are 
more worried about legal, business, 
regulatory, credit and operational 
risks. This could be because they are 

ignoring what they cannot control. ‘But 
although businesses can’t necessarily 
shape what’s happening in the political 
sphere, they can set themselves up to 
guard against fallout,’ says Fassoulas.

Recognition is the first step. 
‘Companies looking to mitigate these 
risks must ask themselves who owns 
the political risk calculus within their 
decision-making processes and is 
tasked with ensuring that threats 
are identified,’ says Will Stockdale, 
manager of  business intelligence and 
investigations at Salamanca Group. 

Designing appropriate assurance 
and risk management systems is next. 
Means of  mitigation include providing 
security on the ground and buying 
political risk insurance, although the 
latter can become scarce in highly 
volatile territories. 

Attempts to avoid or mitigate 
political risk succeed only if  businesses 
are proactive and act swiftly. When 
the EU extended sanctions against 
Russia from individuals to corporates, 
Akhtar says her firm recommended 
that all businesses with operations 
or investments in the region revisited 
their relationships, contingency 
planning and potential exposure. ‘In 
circumstances where sanctions are 
a threat or are imposed, businesses 
should first establish mechanisms 
to identify relationships with any 
blacklisted persons or entities by 
introducing suitable due diligence and 
screening procedures,’ she says.

‘Particular attention should also 
be paid to contractual obligations 
and dealings with counterparties in 
sanctioned regions. Businesses can 
often experience delays with transfers 
of  payments and deliveries of  goods 
as a result of  sanctions so it’s vital 
that their interests are protected 
contractually,’ she adds.

Over the next few years the BRICS 
will continue keeping everyone on 
their toes. ‘A lot will depend on how 
governments in those countries 
respond to the growing overseas 
interest,’ says Fassoulas. In Europe, 
the future of  the EU will have far-
reaching consequences. ‘Should the UK 
withdraw from the EU, many EU trade 
agreements, including the US-EU trade 
agreement will be beyond the reach of  
UK companies,’ says Fassoulas. ■

Iwona Tokc-Wilde, journalist

▲ OUT, OUT, OUT… 
The UK’s continuing 
membership of the 
EU is in doubt 
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Enterpreneurial philanthropy
Continuing our series on ACCA members facing career challenges, Shell Foundation CFO 
Amanda Burston FCCA explains how business thinking is tackling poverty and climate change

is a niche but fast-growing area 
that could be a game-changer for 
international development – although 
many challenges remain. 

In its early years, the foundation 
wrote thousands of  small cheques, 
supporting existing charities on a 
short-term, project-by-project basis. 
‘We had to radically change our 
strategy to deliver any meaningful 
impact,’ says Burston. With its new 
model the foundation estimates that 

between 75% and 80% of  its grants 
now support initiatives that are on their 
way to financial independence and 
global impact.

Doing this has required a business-
like focus on performance and 
efficiency that is rare in the charitable 
sector. Among its portfolio of  
disruptive social innovators, it numbers 
a US-based enterprise that designs 
and markets low-emission cooking 
stoves (indoor air pollution is linked to 
4.3 million deaths a year), a business 
that creates affordable electricity 
from waste rice husk in India, and one 
bringing affordable solar lighting to 
Africa and Asia. Working in this way, 

In the sprawling field of corporate 
social responsibility, the foundation is 
one of the latest trends. According to 
UK thinktank Corporate Citizenship, 
more than 50 of the 140 corporate 
foundations in England and Wales 
have been set up in the last six years. 

Shell Foundation, an independent 
charity set up in 2000 with a US$250m 
endowment by energy major Shell, 
is one of  the more established. 
Since the beginning, it has sought to 
test how business thinking, models 
and disciplines could be applied to 
international development.

As its CFO Amanda Burston 
explains, its staff  combine business 
acumen and development expertise 
to tackle the market barriers that 
underpin challenges related to poverty 
and climate change. 

‘We talk about market-based 
solutions here,’ says Burston at 
Shell Foundation’s offices in Canary 
Wharf, London. ‘The idea is to use 
philanthropic funding to create a 
new type of  business that offers 
more choice to the world’s poorest 
people. We want to kickstart the 
private sector to produce affordable 
products and services that help people 
in emerging markets earn income and 
improve livelihoods.’

The foundation works with a small 
number of  pioneering entrepreneurs 
to create businesses that serve low-
income communities in Africa, Asia 
and Latin America, concentrating on 
improving access to energy, urban 
mobility and job creation. It provides 
a blend of  early-stage grant finance, 
business skills and market linkages 
to help them reach global scale and 
get to the point where they can deliver 
development value without needing 
charitable support. 

A new type of  finance
It is, Burston explains, the difference 
between giving a man a tuna sandwich 
and helping to build a sustainable 
fishing industry that enables millions 
of  people to eat well. Social investment 

▌▌▌‘THERE’S AN ENORMOUS DEMAND  
FOR QUALIFIED FINANCE PROFESSIONALS  
IN THE SOCIAL INVESTMENT SECTOR’

the foundation has been able to create 
30,000 jobs and benefit over 25 million 
livelihoods in the last 14 years – and 
this, it believes, is just the start.

More than money
‘One key learning is that these pioneers 
require extensive non-financial support 
to develop new technologies and 
serve customers in difficult operating 
environments,’ says Burston. ‘We’re 
with them every step of  the way, 

from business planning to testing 
technology to building the functional 
capacity, like HR, IT or finance, that a 
global business needs. 

‘Take our work in solar lights. Nearly 
two billion people across the world 
have little or no access to reliable 
energy and can spend up to 40% of  
their income on expensive and harmful 
kerosene. Solar lights are brighter 
and cleaner; they allow businesses 
to open longer and children to study 
after dark, improving the prospects for 
the community. Yet the market would 
not naturally make this technology 
affordable and accessible to people 
who earn less than two dollars a day.

*‘Build your track record from day one and maintain 
it every day. Be reliable and make things happen, 
either yourself or by holding others accountable. Think 
solutions not problems, information not endless data.’

*‘Be an enabler, not a blocker. Too often, finance gets caught 
in a them-and-us attitude. Look for opportunities to create 
value. Take time to understand what the business needs and 
then make the ideas happen.’

*‘Have the courage to do the right thing, in all situations. 
Show professional and personal integrity and have the 
courage to speak up when necessary.’TI

PS
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‘Our partner, d.light, has now sold 
nearly six million lights across the 
world. We’ve helped them to prove their 
technology and build a global business 
– and the aim now is to attract debt 
or equity investment from the private 
sector to fund their future growth. 
We can then support replication at a 
market level.’

A career in social investment
Burston heads a small finance 
department and is closely involved 
in every aspect of  the foundation’s 
strategy. It was the desire to learn 
something new that led her to Shell 
Foundation in 2007 after 21 years with 
Shell Group. Born in Lancashire, she 
was waiting for her A-level results when 
her grandfather showed a newspaper 
advert – Shell was recruiting school 
leavers. ‘I was going to do business 
studies at university but I thought, 
why not? I applied for one job, was 

shortlisted and got offered a place 
after my results.’ She moved to London 
a week later.

‘It was hard work – we were rotated 
through various finance jobs and 
studied evenings and weekends,’ 
Burston says. ‘The ACCA Qualification 
gave me the flexibility to work in 
business or in practice.’ She qualified 
in 1992 and spent the next 15 years in 
a variety of  finance roles across Shell 
businesses, including stints in Cape 
Town and Warsaw.

It was while she was on maternity 
leave that the Shell Foundation role 
came up. ‘It appealed to me because 
I like learning new things and this was 
a chance to use my skills to make a 
difference,’ she says. ‘My role is very 
hands-on, which you don’t get as part 
of  a multinational. I’m responsible 
for the entire financial management 
and reporting of  the foundation, 
and my team and I provide financial 

support and coaching to the start-up 
businesses we work with.

‘There’s so much financial innovation 
happening in the sector at the moment. 
We’re thinking about new ways to 
measure performance and analyse 
risk, and using new instruments such 
as convertible grants or development 
bonds, and new financial vehicles that 
blend our grant capital with government 
or commercial investment.

‘There’s an enormous demand for 
qualified financial professionals in the 
social investment sector – and what’s 
great is that we’re seeing more and 
more young people managing their 
careers in such a way as to join the 
field in future years.’ ■

Liz Fisher, journalist

FOR MORE INFORMATION:

www.shellfoundation.org
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EIGHT ‘NARRATIVES’ ACCOUNT FOR BULK OF REGIONAL VARIANCE
The survey identifies eight significant patterns that have driven the changing 
fortunes of  businesses around the world. Together they account for two-thirds of  
all observed quarter-on-quarter variance in regional economic conditions.

THE SURVEY
Together with the 
Institute of  Management 
Accountants (IMA), ACCA 
publishes the GECS 
four times a year. It has 
become a trusted, widely 
followed barometer for 
the state of  the global 
economy, generating 
extensive media coverage 
– GECS has made it into 
the press 6,300 times 
so far (about once for 
every six responses from 
members). As of  Q1 
2014, GECS provides 
year-on-year comparisons 
over five consecutive 
years. To view the 
latest survey, visit www.
accaglobal.com/ab102

FIVE YEARS ON
The latest ACCA/IMA 
Global Economic Conditions 
Survey (GECS) marks the 
survey’s fifth anniversary by 
exploring the major trends 
that have driven the global 
economy between the 
financial crash in 2009 and 
2014, and considering what 
they might mean for the 
future of the recovery. 

UNRESOLVED ISSUES
The impact of  
unconventional monetary 
policy in developed 
economies has been critical. 
It has caused dramatic 
spillovers into emerging 
markets, fuelled dangerous 
asset price growth, and 
given more of  a boost to the 
financial sector than to the 
real economy.

INFLATION
The report raises questions 
about whether inflation is 
really dead at the global 
level, with operating 
costs on the rise again in 
emerging markets. Inflation 
has never really fallen in 
Africa and the Middle East 
in this period, while in Asia 
Pacific input prices have 
rebounded since late 2012.
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VARIANCE DRIVERS, 2009–2014

GECS CONFIDENCE INDICES FOR MAJOR SECTORS

INFLATION PROXIES IN SELECTED EMERGING MARKETS

Crisis response

Currency wars and asset bubbles

Global capacity constraints

Asian supply consolidation

Middle East peace dividend

Caribbean financial crisis

Middle East big project cycle

African monetary disruption

Other patterns
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WHERE WE STAND
How did the concept of accountability develop in the context of world history and why 
has accountancy become so divorced from society and culture, asks author Jacob Soll 

governments accountable seems incomprehensible. And yet 
our predicament follows a historical pattern: no sooner is an 
accounting reform made than we find a way to resist it. Indeed, 
the rise of  technology has made the task of  accountability 
even more daunting, as regulators and even auditors come 
up against labyrinthine big numbers and financial logarithms, 
high-speed trading, and complex financial products.

National accountability
As governments struggle with the paradox of  the power and 
frailty of  the Big Four accounting firms, their own account 
books are in greater disarray. Risky mortgage bundles are 
still difficult to value and pose a threat to banking and the 
stock market. American municipalities have gone bankrupt, 
and parts of  Europe teeter on the brink of  insolvency. The 
International Accounting Standards Board has characterised 
municipal and government accounting as being in a stage 
of  ‘primitive anarchy’. All countries, rich and poor, hide 
the true costs of  their pension benefits and healthcare, 
as well as infrastructure, off  their balance sheets. Credit-
rating agencies (Moody’s, Fitch and Standard & Poor’s) have 

A
ccountants have not had an easy time lately. In every 
financial crisis – from Enron to the 2008 meltdown 
– they have been portrayed as criminal, incompetent 
or inconsequential. Indeed, in 2008 accountants 

were nowhere to be seen, except hauling boxes of files out 
of Bear Stearns and Lehman Brothers. 

Despite being involved in almost every financial 
transaction, few political and financial commentators 
discuss accountants or accounting. Yet even as they have 
disappeared from cultural awareness and imagination, 
accountants have become ever more numerous and ever 
more skilled in the large-scale number crunching necessary 
to make and untangle financial operations, and ever more 
essential to the process of  accountability. Looking at our 
own financial challenges in the context of  the history of  
accounting, it becomes clear that if  we want a world with 
financial accountability – something essential to democracy 
and sustainable capitalism alike – we will need to bring 
accountants into clearer view, and accountants themselves 
must play a larger role in financial and civil society.

The fact the Big Four accounting firms employ hundreds 
of  thousands of  accountants and yet they remain hidden 
in the shadows is not a new phenomenon. It is part of  a 
dangerous historical pattern. Considering there have been 
centuries of  struggles over financial accountability, our own 
recent inability to effectively audit and hold companies and 

▲ 2008 MELTDOWN
New York, 15 September 2008: an employee of Lehman 
Brothers Holdings hands a box of his personal property to a 
waiting cab driver in front of the company’s headquarters 
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downgraded leading industrial nations – the 
United States, France, and, more dramatically, 
Italy, Spain, and Greece – not without scandal 
or error. In a vicious cycle of  mistrust, many 
critics in turn cast doubt on the integrity 
and skill of  rating agencies as well as on 
the Big Four. And yet, we need the skills of  
accountants and auditors as never before.

Why, one may ask, don’t democratic 
governments do more to stabilise the world 
of  finance, from the most sophisticated 
leveraging of  Wall Street to the dime-a-dozen 
mortgages of  Main Street? One reason is 
the public is as disengaged from these hard 
questions as it is unknowledgeable in even 
the most basic principles of  accounting 
or political economy. Another is that government and the 
auditing companies cannot keep up with the ever-mutating 
financial tools and tricks of  banking. 

Call for transparency
Citizens and investors, in turn, cannot have confidence in 
multinational businesses or, indeed, their governments, 
when their own auditing firms and public agencies seem 
so powerless to obtain accurate numbers. To foster serious 
and constructive policy debate, the International Monetary 
Fund’s Timothy Irwin has suggested that governments 
publish balance sheets with their net worth, revealing their 
assets, liabilities and budgets up to 50 years into the future. 

Others have simply called for corporations to publish 
clearer balance sheets. These seem to be simple 
prescriptions, but are they possible? None addresses the 
historical difficulties of  transparent accounting. Beyond 
economic cycles, then, failure seems to be built into a 
world financial system that is opaque not at all by 
accident, but rather by multiple designs and by passive 
and dangerous ignorance. 

If  there is any historical lesson to be learned, here, it is 
that those societies that managed to harness accounting as 
part of  their general cultures flourished. Republican Italian 
city-states like Genoa and Florence, Golden Age Holland, and 
18th- and 19th-century Britain and America all integrated 
accounting into their educational curriculum, religious and 
moral thought, art, philosophy and political theory. 

In Holland, for example, accountability was not simply 
an idea one learned or the work ethic of  one religious or 
ethnic group. It was embedded into all facets of  culture. 
One would learn accounting at school and practise it in 
business, civil and domestic life and, at the same time, read 
religious texts about accountability and view masterworks 
of  art that placed warnings about accounting and financial 
hubris in the backdrop of  scenes or messages from the 
Bible. Politicians discussed the importance of  accounting 
and accountability, and political pamphlets called for audits 
using religious language. Among educated citizens, there 

was an expectation that those in power, from municipal 
administrators to educators to princes, knew accounting 
and had a sense of  just how essential financial 
accountability was to their republican system.

Today, economics has too often been reduced to complex 
number crunching and theories about human behavioural 
patterns or economic cycles. And yet, it was born as not 
just a mathematical field of  inquiry but a historical study 
of  culture. The French economist Jean-Baptiste Say called 
economics the ‘simple exposition of  the every day life of  
wealth’, and Max Weber insisted on studying both ‘economy 
and society’. Indeed, societies that avoided disastrous 
financial reckonings did so by putting finances in a 
meaningful cultural context.

Perhaps the salvation of  our stumbling, hyper-financial 
societies lies not only in the personal, disciplined accounting 
of  the famed porcelain-maker and pioneering industrialist, 
Josiah Wedgwood, or in the historical and moral approaches 
of  economic thinkers like Adam Smith or, indeed, in the 
analysis of  modern-day number crunchers, but also in the 
old lessons of  Dutch paintings which illustrate so powerfully 
the importance of  bookkeeping and financial management 
by grounding it in piety, ethics, civic politics and art. 

By putting finance into its own sphere, we have lowered 
our financial and political aspirations. Once, we asked those 
who practised finance to consider accounting as an integral 
part of  society and culture, even elevating the mundane 
numbers of  account books to the analysis of  religion and 
great literature. It is this cultural ambition we need to 
recapture if  we are to face down our future reckonings. It is 
time not only for politicians and the public to engage with 
accountants, but for accounting to become a much more 
ambitious field and for it to insist on a leading role. This 
means not just balancing the books, but also debating what 
that means in daily life and government. ■

Jacob Soll is the author of The Reckoning: Financial 
Accountability and the Making and Breaking of Nations, 
published by Allen Lane

▲ HISTORICAL PERSPECTIVE
In his book, Jacob Soll examines the changing 
role that accountancy and book-keeping has 
played in various eras and within different nations
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THE RETURN OF 
             PILLAGE

The increasing complexity of supply chains means that a corporate association with 
pillaged goods could bring a risk of money-laundering charges, warns Jason Piper

between appropriations for military necessity (permissible 
within ‘the rules of  war’) and simple commercial theft. 
Historically the roots of  pillage were small-scale, and limited 
to such goods as could easily be carried. But with the advent 
of  industrialised warfare in the 20th century, the scale and 
parameters of  pillage changed, and many of  the war crimes 
trials after the second world war were of  the individuals 
who controlled the mines and factories which processed raw 
materials taken by force from occupied territories.

More recently, prosecutions for pillage have been more 
rare, despite more of  the raw materials on which modern 
supply chains rely being in areas where armed conflict is 
common. But all that may be changing, and the crime itself  
is adapting to the realities of  modern international trade. 
Perhaps most significantly for business, theft (and with it 
pillage) has become a predicate crime for money-laundering 
offences. In other words, the simple act of  handling pillaged 
goods in your supply chain can constitute money laundering.

Crucially, there are indications that courts will consider 
direct prosecution for pillage of  corporate bodies 
themselves, rather than the individuals who control them. 
While the International Criminal Court (ICC) restricts its 

P
illage is a little like a hippopotamus. Almost 
everyone thinks they know what one is and that they 
could recognise it. Some people even know where 
they live, and where the name comes from. But far 

fewer people know enough about them to understand just 
how dangerous they really are – they kill more people each 
year than any other mammal on the planet, man excluded.

Recent developments in litigation and legislation have 
raised the risk to corporates from pillage. Direct prosecutions 
of  limited liability corporations, not just their officers or 
managers, may now be on the cards, and liability for money-
laundering offences can attach indirectly, simply as a result 
of  handling goods that were pillaged by a supplier or their 
associates. Detailed knowledge of  your supply chains is more 
than just a matter of  profit margins, it can be a defining 
element in your corporate reputation. Identification of  your 
brand with war crimes could be disastrous for customer 
relations, while a conviction for money laundering would be 
fatal to public procurement in most jurisdictions. 

Pillage is the crime of  theft in the context of  an armed 
conflict. There are strict legal definitions around what 
constitutes ‘armed conflict’ here, along with a distinction 

▲ SHINING A LIGHT
The electronic goods sector is one that needs 

to carefully manage its supply chain
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FOR MORE INFORMATION:

Jason Piper’s paper, Pillage: A new threat to global 
supply chains, is at www.accaglobal.com/ab100 

jurisdiction to natural persons, almost every national 
legal system on the planet has also incorporated a triable 
domestic offence of  pillage. Because of  this, the definitions 
of  which legal persons can be charged with pillage will 
also follow local rules. In many jurisdictions, this means 
that companies, with their separate legal personality, 
can in theory be charged with the offence. There is by no 
means universal academic support for the proposition that 
liability for pillage can be attributed to a corporate body. 
Yet there are strong indications that the concept of  pillage 
is developing so as to encompass this wider application, 
with clear implications for companies in both financial and 
reputational terms. 

The different national crimes of  
pillage all incorporate the same key 
elements of  the ICC definition. As a 
war crime, pillage is treated with the 
utmost seriousness, and the offence 
need not have been committed within 
the borders of  the nation entertaining 
the charges. The gravity of  war crimes is such that several 
countries have a ‘universal jurisdiction’ to deal with pillage, 
and will entertain charges against any person regardless 
of  where it took place. Remote though management 
may consider the risk of  such an action, the potential 
consequences are so great that it must be managed.

Supply chain due diligence 
The length and complexity of  modern supply chains almost 
defy comprehension. The difficulties of  fully understanding 
your own business were highlighted in the EU recently when 
horse meat was found to have made its way, unidentified, 
into the food chain. Major supermarket chains were faced 
with the embarrassment of  publicly admitting that they 
did not know what was going into their own-label foods. 
With manufactured goods, the scope for incorporation of  
untraced components and materials is even greater. Cotton 
and palm oil both have ‘high-risk’ supply chains, while 
the risks to electronic goods manufacturers posed by the 
prevalence of  raw materials from the Democratic Republic 
of  the Congo is well known in the industry, and has been 
publicised by non-governmental organisations (NGOs). 

Depending on where in the world you operate, and what 
sector you trade in, your potential exposure to legislative 
controls designed to impose some level of  supply chain due 
diligence on businesses will vary. 

While the main areas of  defence for a business will relate 
to the knowledge of  circumstances and intention to commit 
pillage, a ‘win’ based on ignorance of  its own supply 
chains is unlikely to be satisfactory for most multinational 
corporations. In addition to involvement in highly emotive 
criminal conduct, they will have been shown not to have 
fully understood their own supply chains, albeit not to a 
criminally irresponsible level. The only fully satisfactory 
outcome for a business will be to prove that it has no 

involvement in pillage, whether intentional or otherwise. The 
reporting regimes proposed around the world all rely on 
detailed knowledge not only of  the business’s own activities, 
but of  its relationships with others and their activities. 

The administrative burden of  maintaining a consistent 
paper trail of  accountability at every production stage for 
every individual shipment of  materials is, however, unlikely 
to be an attractive prospect. The levels of  due diligence 
required at each stage of  the production cycle will vary 
according to the perceived risk, and the resources available 
to the business. After all, lack of  resource to confirm the 
status of  goods does not constitute a legal defence. 

Businesses may need to find proxies for direct assurance. 
For example, suppliers’ membership of  recognised 
trade bodies or submission to certain levels of  audit will 
demonstrate a commitment to good practice. Whether this 
can be judged adequate will involve a considered appraisal 
of  the circumstances, a process ideally suited to the skills 
of  the modern accountant. 

Increasingly, though, businesses are opting for voluntary 
transparency initiatives – both Intel and Apple have 
committed to programmes of  smelter verification as part 
of  their efforts to ensure conflict-free minerals are used. 
Assurance of  this nature has many benefits; it is subject 
to objectively verifiable criteria, and it builds on existing 
economic processes and management measures. But 
whether your business is compelled to maintain records 
or simply wants to manage its reputational risk properly, 
supply chain due diligence will be an integral part of  any 
defence against charges of  involvement in financial war 
crimes, whether those charges are laid in a court of  law or 
the court of  public opinion. 

Notwithstanding the abhorrent nature of  the underlying 
crimes, a business must, in managing risk, focus on the 
economic realities of  staying in business. If  the costs of  
effective supply chain assurance become too great, then 
competition from less scrupulous rivals may well render the 
best efforts of  a responsible business counterproductive as 
its goods are priced out of  the market. ■

Jason Piper is a technical manager, tax and business law, 
in ACCA’s technical department

▌▌▌THERE ARE INDICATIONS THAT COURTS WILL 
CONSIDER DIRECT PROSECUTION FOR PILLAGE 
OF CORPORATE BODIES THEMSELVES
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TALENT DOCTOR: 
REACHING YOUR GOAL 
Suppose at the start of the year that your boss had set 
you a stretching target of bringing £100,000 of revenue 
into the business by the end of the financial year, which 
happens to be December. It’s September now and 
you’ve already banked £80,000, so you’re well ahead of 
schedule. How would you feel?

Would you celebrate your accomplishment and the 
fact that you’re already 80% of  the way there? Or would 
you focus on the 20% that you’ve yet to bring in to hit 
your goal?

This isn’t just an intellectual exercise. Allow me to 
explain, as research tells us that your focus may have 
important consequences on your ability to get the rest of  
the way to where you want to be.

A team of  investigative psychologists led by Joyce 
Ehrlinger at the University of  Waterloo in Canada recently 
tracked 109 overweight individuals over the course of  
a 12-week weight loss programme. Participants were 
randomly assigned to one of  three groups.

One group was encouraged to adopt an 
accomplishment focus – ie to track the weight that they 
successfully managed to lose each week. A second group 
was encouraged to adopt a goal focus by thinking about 
how much weight they still needed to lose in order to 
achieve their overall weight loss goals. A third control 
group was encouraged to lose weight but given no 
specific instructions on how to measure their progress.

So which set of  instructions would you guess was 
more effective in helping people to lose weight? The focus 
on what they had already achieved or the focus on what 
they had yet to do?

The researchers carefully measured everybody’s 
actual weight losses and found that the participants who 
had been instructed to focus on their accomplishment 
on average lost 2.66% of  their body weight over the 12 
weeks. But the participants who had been told to adopt 
the goal focus – to think about how far they still had to 
go – lost 4.6% of  their body weight. That’s nearly twice 
as much weight loss.

The control group that had been given no special 
instructions ended up losing around 2.21% of  their 
weight. That suggests that unless they have special 
instruction most people tend to focus on what they have 
achieved rather than what they still need to do.

Ehrlinger and her research collaborators concluded 
in their write-up of  the experiment that ‘focusing on 
one’s accomplishments might inspire progress-induced 
coasting and, consequently, decrease motivation’. 

In other words, having an accomplishment focus may 
encourage us to bask in the contented feelings of  what 
we’ve achieved so far, which may inadvertently lead us to 
slacken off.

So the implication is clear. If  a goal is important 
to you, then adopting a goal focus by concentrating 
on what you have yet to do may be the better route to 
success. Having that goal focus may fuel our ambition 
and give us just that little extra boost towards achieving 
what we want.

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

Career boost
Is a glass-half-full or half-empty mindset better in achieving work targets? Talent doctor 
Rob Yeung reports. Plus, how to beat the office blues when you return from holiday
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Is it possible to feel good about returning to work after a vacation? Perhaps. If, 
say, it rained in Dubai while you were there, the kids were all stung by jellyfish, 

or the ski resort had no snow, you may even be buoyed by the prospect of work.
But for most, it means an overflowing inbox, colleagues who 
seem to go out of  their way to present you with emergencies 

to deal with, a computer that has forgotten who you are, an 
end to parading everywhere in flip-flops and shorts, and a 

big corporate frown at any attempt to open a bottle of  wine at 
noon. So how can you soften the blow of  re-entry? 

First, leave nothing to chance before you go on vacation. Do 
a thorough hand-over to colleagues, predict what may come 
up while you’re away to limit prospective damage, and turn on 
your out-of-office with alternative contacts. 

Then, when you get back, just concentrate on getting 
through the first week. Arrange meetings out of  the office if  
possible, and book a short holiday the following weekend to 

limit the impact. Most important of  all: channel your 
relaxed, revitalised aura into your work and workplace – 
it just may bring some happiness to the office at large.

‘I got a call from a recruitment 
agency after they saw my 
LinkedIn profile suited the 
lead accountant role at Marina 
Bay Services, Singapore,’ says 
Htet Htet Win Aye. ‘It seemed a 
great opportunity to grow in a 
leading finance role for a newly 
set up group of companies.’ 

MBS is targeting offshore oil 
and gas companies, especially 
in the Gulf  of  Mexico. It provides brokerage services for 
offshore vessels and platforms, and vessel construction 
and maintenance supervision services. 

She says: ‘I really enjoy adding value to the 
company as the main finance and accounting person, 
implementing accounting policies, setting up accounting 
software and liaising with all stakeholders.’

Tips for a successful job interview 

* Be yourself. Companies look for integrity and honesty. 
Everybody has weaknesses – that’s OK. Always tell 
interviewers what you’ve learnt from situations and 
how you overcame weaknesses. This shows you’re 
learning every day. Companies are looking for people 
who want to continually improve, so show a willingness 
to learn. 

* Never say anything negative or critical about past 
employers. You can say the office was understaffed 
and you were pressured, or unable to maintain a 
healthy work-life balance, but saying that your boss 
bullied you will unfortunately make you look worse 
than your old company.

* Interviews are a two-way process. Ask good questions 
about the role, responsibilities, department structure, 
opportunity for progression, company attitudes 
towards training etc.

Each round saw the 
competitor nations battling 
it out to quieten the job 
market – Brazil (-63%) vs 
Colombia (-69%), Belgium 
(–26%) vs USA (-7%), 
Netherlands (-32%) vs 
Argentina (-57%). 

Interestingly, mobile 
job-searching fell far less 
than for desktop during the 
tournament – so fans were 
waving flags in one hand 
and job-hunting in the other.

FOOTBALL FEVER LAYS 
JOB HUNTERS LOW
During the World Cup final, 
there was a 72% decrease 
in Argentinians searching 
online for jobs and a 55% 
fall in Germany, according 
to job board Indeed. And 
while you might expect this 
from the two finalists, they 
weren’t the only countries to 
see huge slumps in activity 
on the job markets during 
the tournament. 

RECRUITERS TURN TO 
THE ALGORITHM
According to an article in 
the FT (‘Forget the CV, data 
decide careers’), companies 
are turning to the mountains 
of  personal data online 
and on their servers to 
determine the best possible 
candidates. 

By overlaying screening 
responses from candidates 
with employee behavioural 
research and social media 

statistics, companies get 
a whole lot of  big data to 
crunch in the hope that 
trends and patterns will 
steer recruitment. And to 
think, we’ve all spent years 
agonising over our CVs… ■

This page is compiled and 
edited by Neil Johnson

FOR MORE INFORMATION:

www.accacareers.com

THE BIG BREAK: HTET HTET WIN AYE ACCA

THE PERFECT: RETURN FROM VACATION 
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PARTNER POWER
An ACCA report has identified what finance functions struggling to deliver business insight in 
a fast-changing environment need to do to be truly effective. Teuta Bakalli FCCA explains

The research identifies three kinds of  impediment for the 
finance function: 

* Leadership and strategy. Does finance have the business 
understanding and sponsorship to have its value creation 
ideas taken seriously? This is arguably the hardest 
problem to fix because it may be the one that finance is 
least equipped to recognise as a problem.

* Technology. Does finance have the technological 
capability to deliver recommendations based on timely 
and accurate information? This ought to be the easiest 
problem to fix, although board approval for investment 
can never be a foregone conclusion – the business case 
for ‘better information’ always needs to be made.

* Human capital. Does finance have people with the 
right mix of  knowledge and capabilities to support the 
business continuously, and a mindset that will let them 

D
espite all the talk 
about the role of 
finance as a partner to 
the business, this is by 

no means a new concept. It has 
been talked about and, indeed, put 
into practice for many years. Finance has long 
provided CEOs and the rest of the business with 
more than just ‘rearview mirror’ financial results. And 
finance’s role in providing insight and analysis, in helping 
the business formulate strategy and make decisions, is well 
recognised by boards and senior management teams.

Yet the topic, quite rightly, refuses to go away. One 
reason for this is that while technology is driving changes 
in business models, reducing barriers to entry and pushing 
the pace of  new product development (and ‘not quite so 
new’ product obsolescence), it is by no means certain that 
finance is keeping up.

ACCA in partnership with IMA (Institute of  Management 
Accountants) has undertaken research as global as our 
membership. Roundtables with finance leaders were held in 
New York, Toronto, Vancouver, London, Singapore and Hong 
Kong, while two surveys involved 750 CFOs around the world 
and over 1,200 respondents from ACCA and IMA members. 

The results tell us a lot about how the demands on 
business create demands on finance. The best finance 
functions are adopting an entrepreneurial approach. Others 
are struggling with the challenge and risk losing credibility 
within the organisation as to their ability to provide the 
insight that the business requires. They will, therefore, carry 
a huge burden of  responsibility should their organisations 
be unable to create growth.
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deliver effectively? Finance needs to recognise where 
missing skills or inappropriate attitudes can be dealt with 
by training and development or if  resources need to be 
brought into the business (and other resources rotated 
out), and to know what skills will be required in future.

The research made clear that all these challenges are 
surmountable; finance can deliver on the partnering skills 
required for effective decision-making in an increasingly 
competitive, fast-moving and entrepreneurial climate. To do 
so, it needs to do three things: create the mandate, fix the 
information and deploy the right talent. 

Creating the mandate 
This is a two-way street. Finance needs the culture to be able 
to deliver commercial insight – indeed, to take a leadership 
stance in doing so, by being proactive, not reactive. The 
problem for many is that this can be at odds with the deeply 
embedded stewardship and controllership functions of  
finance. CFOs need to set the tone at the top to position the 

whole finance function to support the business. ‘It’s a way 
of  setting an example to the finance fraternity to become 
as essential to whoever they are partnering as the CFO is to 
the rest of  the management team,’ as one of  the London 
roundtable participants put it. 

The CFO also has to get buy-in from the board and the 
business to win the trust and mandate that finance needs 
to be an effective partner. As another London roundtable 
attendee put it: ‘If  you work for a traditional organisation or 
sector, their view and perception of  finance is likely to be as 
the department that keeps the business out of  jail. Finding a 
space or a seat at the table that allows finance to contribute 
insights as a partner can be incredibly difficult.’

To get the ‘pull’ from the rest of  the business, finance 
needs to empower itself  to deliver. ‘Part of  the success 
here is the strength and quality of  personal relationships 
with the rest of  the business, and the perception they have 
of  what finance can bring to the table,’ another roundtable 
participant suggested.

Fixing the information 
If  it takes too long for systems to churn out information, or 
manual workrounds are needed to verify untrustworthy data 
or hammer conflicting spreadsheets together, then finance 
is ill equipped to do its job in the 21st century business 
world. Similarly, if  the finance machine cranks out numbers 
that make little sense, provide no insight, few analytics and 
not much forward-looking guidance for decision-making, 

then it’s failing. Calling a piece of  data a key performance 
indicator (KPI) doesn’t make it so. 

Finance is often led by technology, the roundtables 
concluded, and so finance needs to ‘step back and 
understand what the organisation needs in terms of  its 
reporting and its insight and analysis’. Then the task is to 
find and adapt the right technology solution to achieve this.

Deploying the right talent 
This requires getting two principal issues right. First, should 
finance skills be embedded across the business, but risk 
‘going native’ and losing their professional independence 
by doing so? Or should they remain tightly within finance, 
but sacrifice the visibility and deep level of  understanding 
of  what’s happening in the business? A hybrid model 
arguably addresses that dilemma. A roundtable participant 
in Singapore said: ‘The most successful organisations where 
finance is a true business partner is where they have the 
ability to balance governance with value-add.’ 

The second issue is having staff  
with the right skills. Finance staff  need 
the technical accounting skills but also 
communication and relationship skills. 
They also need the right attitude, the 
right mindset. ‘The business actually 
really wants finance to challenge it, but 
unless you speak the same language 

and phrase the questions carefully you can get pushback,’ 
one of  our panellists said. It’s all about finding people who 
are willing and able to do this effectively.

The clear goal for finance is to be a truly effective, 
supportive and proactive partner for the business in an 
increasingly fast-moving world where decision-making 
can no longer be put off  until a complete and perfect 
suite of  information has been compiled by finance. In 
measuring finance’s performance against that goal it is hard 
to think of  a more appropriate or more simple metric than 
the one suggested by one of  our Singapore finance leaders: 
‘One of  the ways I see success is where leaders from the 
business come to you when they have a big decision to 
make, rather than me having to go to them. You’re top of  
mind for them because they know you will add value to the 
decision-making process.’ ■

Teuta Bakalli is CEO of Extol Solutions and a member of 
the ACCA/IMA Accountants for Business Global Forum

▌▌▌‘THE BUSINESS ACTUALLY WANTS FINANCE 
TO CHALLENGE IT, BUT UNLESS YOU SPEAK THE 
SAME LANGUAGE YOU CAN GET PUSHBACK’

FOR MORE INFORMATION:

More at www.accaglobal.com/smart

Financial insight – challenges and opportunities is one 
of  a series of  reports looking at how finance functions 

can improve their business partnering practices. 
You can find it at www.accaglobal.com/ab101
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There are lots of definitions out there. 
However, Grundy defines strategy as: 
‘How you get from where you are now 
to where you want to be – and with real 
competitive advantage.’

This is something he expands on, with 
real-life examples from the workplace 
and everyday life, in his earlier book 
Demystifying strategy, before going on 
to explore the more mysterious concept 

of  ‘strategic thinking’, which he defines 
as: ‘The thinking process that looks at 
any complex situation from a variety 
of  angles, and seeks out options and 
evaluates them and their implications 
from differing perspectives in a novel way.’

This is less enlightening in isolation 
than it is when supported by all of  the 
CEO input and Grundy’s analysis of  this 
in Demystifying Strategic Thinking.

DEFINING STRATEGY AND STRATEGIC THINKING

THE NEXT STEP
Today’s accountants are expected to be strategists as well as finance specialists, but not 
all are comfortable in this role. Strategy consultant Tony Grundy offers some advice

S
tepping outside your comfort zone is always a 
challenge – it goes with the territory. However, 
some accountants will feel more challenged than 
others by the increasing pressure for them to be 

more ‘strategic’. ‘Sometimes, you can see accountants 
stiffen when you start talking about strategic thinking,’ 
says Tony Grundy, who used to be one, before he morphed 
into an independent strategy consultant. ‘The world of 
strategy seems remote from the more cut and dried world 
of figures,’ he says, and many accountants are unsure what 
their role in strategy formulation might be.

Should they wait until the strategy is sufficiently well 
formed that they can put some numbers on it, or should 
they be getting stuck into the actual forming and shaping 
of  the raw ideas? Does strategy formulation require special 
tools or concepts? How much time should be spent on it? 
Does it add value and, if  so, how can you measure this? If  
these and other unanswered questions and uncertainties 
aren’t enough to make you ‘stiffen’, there’s always the 
mystery surrounding what ‘being strategic’ or ‘thinking 
strategically’ actually involves.

In Grundy’s latest book, Demystifying Strategic Thinking, 
the born-again strategy guru attempts to provide some 
much-needed clarification on what it entails, when one 
should do it, and on which topics. He says: ‘When you 
Google “strategic thinking” it brings up lots of  general 
material on strategic management. But this tends to 
be thick with concepts and theory and thin on cognitive 
processes.’ Instead, Grundy takes you inside the heads 

of  some strategic thinkers, by 
sharing the thoughts, words 
and deeds of  selected chief  
executives (CEOs) – and then 
analysing them.

This could be an interesting 
place for finance chiefs who 
want to ‘think strategically’ so 
that they can better support 
the CEO – or take a few steps 
in the direction of  their shoes. 
Grundy provides illumination 
through a series of  case 
studies with high-profile CEOs 
of  commercial organisations 
and non-profits.
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At 300-plus pages it’s not a short book, but reading 
it could give you some genuine insight into the thought 
processes, feelings, motivations and preoccupations of  these 
particular CEOs – and Grundy – despite them all having a 
different take on strategic thinking. One CEO describes it 
as ‘an everyday event’ and something they do ‘24-hours a 
day’ (even while sleeping, presumably); a second says ‘it 
is not something that just happens – strategic thinking is 
something that you must consciously do’; while a third sees 
it as ‘a long-winded way of  expressing common sense’.

They all seem to agree on its value, even if  none of  them 
can put a figure on it, which shouldn’t diminish the appeal 
of  strategic thinking among finance chiefs. ‘The trouble with 
being just an accountant is that it is very much like having 
one eye, rather than two – the second being strategic,’ 

says Grundy. ‘Not only does this mean you don’t get high 
definition, you don’t get to see things in 3D either. To act 
as the strategic foil to the CEO, you need this just to get 
started,’ he explains, urging accountants to take a helicopter 
view, rather than cling to the more linear approach.

Strategic mindfulness
Grundy suggests various ways to develop the softer skills 
such as ‘intuition, imagination and visioning’ that this 
brave new view of  the world requires. Options range from 
hurtling to the top of  the Burj Khalifa in Dubai – with the 
determination of  Tom Cruise and the music from the 
Mission: Impossible film playing in your head – to practising 
yoga (you’ll need to read the book), to more mundane 
activities, such as visiting a shopping mall. ‘One should look 
at all everyday life experiences as opportunities to practice 
strategic mindfulness,’ says Grundy, alluding to Zen.

If  you don’t fancy extreme yoga or extreme shopping 
you’ll be relieved to find there are less drastic ways to 
broaden your horizons. ‘Accountants could read books on 
management which deal with successes and failures,’ says 
Grundy. ‘They can study “scenario story telling” and learn a 
bit about how the human brain works and different thinking 
styles. Studying a little about Dr Meredith Belbin’s team role 
theory would be useful,’ he adds. If  that seems too much 
like hard work, there are more ‘playful’ activities to pursue.

By way of  example, Grundy suggests practising the 
art of  mindset dumping. Perceptions, expectations and 
assumptions all help to shape the ways in which an 
individual, team or company views their strategy and what 
they are trying to achieve; mindset dumping is a way of  

▌▌▌’THE TROUBLE WITH BEING JUST AN 
ACCOUNTANT IS THAT IT IS VERY MUCH LIKE 
HAVING ONE EYE, RATHER THAN TWO’

Dr Tony Grundy is a 
professional accountant, 
MBA and has a PhD in 
strategy. He worked with 
EY, KPMG, ICI, BP and 
PA Strategy Consultants 
before becoming an 
independent strategy 
consultant, business 
school academic and 
writer. He also lectures 
in strategy and corporate 
finance at Henley 
Business School. 

Over the past 20 years, he has had 19 books 
published, including Demystifying Strategy (published 
by Kogan Page in 2012) and his recent follow-up 
Demystifying Strategic Thinking – lessons from leading 
CEOs. Grundy works with clients of  all industries 
and globally. He also runs ‘mini MBA’ courses with 
Euromoney and is a regular contributor to Accounting 
and Business. tony.grundy1@virginmedia.com

waving farewell to those preconceptions – if  only temporarily. 
‘Imagine you are a strategy consultant,’ he quips, ‘and if  
this is beyond you, try imagining that you are an alien, or a 
competitor, or a customer, or a CFO who wants to be a CEO’. 

Another way to become a more strategic thinker is 
specialist education. ‘In an ideal world you would do an MBA 
or mini-MBA in strategic finance of  the kind that I do,’ says 
Grundy. Training courses such as this can help to transform 
your thinking and justifiably boost your self-confidence: 
armed with an understanding of  the principles of  strategy 
and leadership and the tools and techniques used by other 
members of  a management team, you can better influence 
their thinking and proposals, and better articulate your own.

You could change the demands to be more strategic 
– and look beyond the finance function to the rest of  the 

business and the environment around 
it. Although automation is  
diminishing the need for the traditional 
skills and mindset of  accountants, 
CFOs are in pole position to take 
the next step and transition from 
compliance CFO, via strategic CFO, to 
strategic CEO. ‘The more exposure you 
can get to strategic thinking the better,’ 

says Grundy, even if  you do this by reading, imagining 
and visioning. ‘It’ll help you to understand how CEOs are 
thinking,’ he says. ‘Just open your second eye and get  
inside their heads.’ ■

Lesley Meall, journalist
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information gap about 
what you are buying but 
also an understanding 
gap – what does that data 
say about the strategic and 
financial health of  what you 
are buying? There is also 
typically a competency gap 
in that you may not know 
how to run a business that is 
different in subtle as well as 
more obvious ways.

In-fill acquisitions are 
generally lower risk as 
you are dealing with the 
relatively familiar.

Absorption acquisitions 
are virtually always low 
risk as they entail fully 
integrating operations. 
Exceptions are when a new 
customer base is being 
put through the acquirer’s 
own operations, with the 
attendant risk of  alienating 
customers.

This article looks at 
the different types of 
acquisition, their objectives, 
their value, the acquisition 
process and acquisition 
skills. We then finish with a 
classic case study – BMW’s 
acquisition of Rover Group. 

Types
Acquisitions can be broken 
down into three main types:

* ‘Step-out’ acquisitions 
involve diversification 
and take you into a new 
business domain.

* ‘In-fill’ acquisitions add 
another business unit to 
existing domains.

* ‘Absorption’ acquisitions 
involve integrating new 
operations within the 
existing business.

Step-out acquisitions are 
generally the riskiest as 
there is often not just an 

Objectives
Acquisitions can be made 
for quite different reasons: 
to achieve cost savings, 
to acquire competences, 
to grow market share, to 
just grow generally, to 
grow internationally, to 
gain a position in future 
high-growth markets, to 
defend the business or 
protect industry structure, 
to add shareholder value, to 
generate exciting new career 
opportunities, or to send a 
message to shareholders 

that the company is a 
dynamic one.

Potentially poor 
objectives here are: to 
just grow generally, to 
protect the business, to 
generate exciting career 
opportunities, and to send 
a message to shareholders 
that the company is 
dynamic. Each of  these is 
associated with shareholder 
value destruction. A classic 
case was the RBS takeover 

of  ABN Amro Bank just 
before the credit crunch to 
expand its presence in the 
sub-prime market. 

Better objectives might 
be acquiring competences, 
cost cutting, and generating 
shareholder value.

Absorption acquisitions 
tend to be made to reduce 
costs, to increase market 
share etc. 

In-fill acquisitions are 
typically to defend position, 
to grow generally and to 
increase market share – 
provided that the acquisition 
actually serves whatever 
market that is. 

Step-out acquisitions 
are usually more about 
positioning for future high-
growth markets, acquiring 
competences and growing 
internationally. 

Value
Acquisitions are not only 
of  different types and have 
different objectives but also 
add value in different ways 
– what’s known as value 
segmentation’. Put simply, 
‘value’ comes in different 
pots and ought not to be 
collapsed to a single number 
(eg a net present value). In 
the most general terms we 
can distinguish between 
value added at different 
stages of  the process as:

* V1: the value inherent in 
the existing strategy

* V2: the value added (or 
destroyed) by the deal

* V3: the value added 
(or destroyed) through 
integration (and further 
strategy development).

The idea here is that each 
one of  V1, V2, and V3 is 
positive – although, all too 
often, one, two or even three 

Acquisitions without tears
In the third article in his series on international business, 
Tony Grundy explains how to make effective acquisitions

▲ MAY THE FOURS BE WITH YOU…
Rover’s four-wheel-drive Land Rover division was one of the big 
lures for BMW in its ill-judged takeover of the ailing UK car maker
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of  these value segments are 
actually negative.

In addition to these 
aspects, value can be added 
in different ways, such as 
cost savings and gaining 
market share (‘sweat value’), 
or positioning in markets 
expected to be high growth 
in the future (‘opportunity/
speculative value’).

Being very, very clear not 
only about the objectives but 
also the targeted value of  
an acquisition means going 

a lot deeper than just doing 
a set of  numbers for future 
sales, margins and costs.

Value segmentation 
can be made very specific 
indeed. For instance, Rolls-
Royce many years ago 
acquired Allison Engine in 
the US. The value segments 
identified here were ‘core 
value’ (the value of  existing 
products), ‘spares value’ 
(the value of  the spares 
stream) and ‘capability 
value’ (the value that could 
be generated through its 
skills as applied either in the 
Allison business, or to the 
Rolls-Royce business). 
So the business case was 
based on three, and not one, 
present values.

Process 
Commonly the acquisition 
process is thought of  as:

* searching for targets

* evaluating the targets 

* doing the deal. 
And, perhaps, if  you are 
lucky, you get an integration 
stage too.

This model is, however, 
very limited as it fails to 
nest the acquisition within 
the strategic context – and 
also in the latter stages 
of  implementation and 

learning. A better model 
might be:

* Goals: define corporate 
goals, position and do gap 
analysis (linked to V1)

* Role and criteria: define 
the possible role of  
acquisitions and set 
criteria (linked to V1) 
in relation to others eg 
organic development and 
alliances

* Options: identify and 
evaluate options (linked 
to V1)

*  Doing the deal (V2 stage)

* Integration and learning 
(the V3 stage).

This model does a number 
of  things over and above a 
mere search process. 

It anchors the process 
to corporate strategies 
and the wider opportunity 
stream (acquisitions are 
not a strategy in their own 
right but a means towards a 
corporate strategy). 

It sets clear acquisition 
criteria – which can be set 
up as a series of  strategic 
dos, don’ts and might-dos.

And learning is crucial – 
for any further acquisitions 
and to steer the integration.

Skills 
A wide range of  skills are 
needed to manage the 
acquisition process. First, 
there are the strategic, 
organisational and financial 
analytical skills for 
pinpointing your current 
strategic position and 
needs. There are also the 
investigative skills on top 
of  these for identifying and 
evaluating targets.

In addition there are the 
imaginative, creative and 
visionary skills sometimes 
needed to come up with 

▌▌▌INTEGRATION IS A TALL ORDER THAT CRIES OUT 
FOR RESOURCES, A DETAILED PLAN, AND PEOPLE WITH 
ALMOST PSYCHIC SENSORS FOR WHERE THE RISKS LIE

an unusual but cunning 
idea and the insight that 
a particular company may 
really fit in well (or not) to 
your business portfolio. This 
may need the support of  
culture diagnosis skills as 
well as astute judgment of  
leadership capability.

Negotiation requires 
another skill set and also 
more technical skills 
associated with due 
diligence such as legal, tax 
and financial.

Integration entails 
change management and 
communications skills as 
well as excellent project 
management, speed and 
tenacity. To combine this 
with the learning process 
demands considerable 
objectivity. 

Last but not least is 
the need for outstanding 
leadership capability.

It’s a tall order that cries 
out for adequate training, 
the right team, sufficient 
resources, a detailed and 
thorough plan, and the right 
people – who need to have 
almost psychic sensors 
for where the risks and 
uncertainties lie.

BMW and Rover 
In 1994 BMW decided to 
buy Rover to expand its 
model range (smaller cars 
and four-wheel drives in 
particular) and to build its 
mass for competing globally. 

Unfortunately, its strategy 
(V1) was flawed. With the 

exception of  its four-wheel 
drive, Rover had an ailing 
product range in very 
competitive markets. Much 
more investment was needed 
to turn it around than the 
£3bn actually spent. 

BMW never really 
understood what it was 
getting. It overlooked Rover’s 
reliance on Unipart for parts 
and did not appreciate 
the enormous engineering 
input required to replace 
Rover’s Honda technology. 
Even Rover’s four-wheel-
drive model wasn’t in as 
good a strategic shape as 
BMW assumed, while the 
Mini needed redesigning 
from scratch. And finally, 
BMW’s hands-off  approach 
following the first two years 
of  acquisition was a poor 
integration strategy.

Huge currency losses 
helped take Rover’s total 
losses in 1999 to £0.9bn, 
threatening BMW’s 
independence. In 2000 
BMW sold the four-wheel-
drive business to Ford for 
£1.7bn and got rid of  the 
rest to a consortium led 
by John Towers, Rover ex-
CEO, recouping the £0.7bn 
original purchase price it 
had paid for Rover. By then 
BMW had invested £3bn – 
and had to develop its own 
four-wheel drive. £3bn is a 
lot to pay for the Mini.

Did BMW follow the 
acquisition process well? 
No. Did it have the requisite 
skills? Probably another 
no. Did Towers? No – Rover 
burnt up its £1bn dowry and 
finally went bust in 2005. ■

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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(set only one quarter 
ahead)

* update annual forecast

* give a view of  the next 
financial year.

The recommended elapsed 
time spent on the four 
quarterly forecasts during 
any given year is no more 
than five weeks. It is quick 
because each quarter’s 
forecast is never a cold start 
and a planning tool is used. 

The diagram above shows 
how the quarterly rolling 
process works for a June 
year-end. The dark-shaded 
zone is the forecast for the 
next quarter and the most 
important part to get right. 
The unshaded zone is the 
second quarter, which is 
also forecast monthly. The 
mid-shaded zone is only 
forecast in quarterly breaks.

As a guide, budget 
holders should spend 
60% of  their time on 
the first quarter because 
first quarter numbers will 
become targets, 20% on the 
second quarter and 20% on 
the remaining four quarters.

Second week of December 
This is when budget holders 
forecast to the end of  the 
year, with monthly numbers, 
and the remaining period 
in quarterly breaks. The 
funding and reporting 

We all know that our annual 
plan will be wrong as soon 
as the ink is dried, so let’s 
get it wrong quicker, albeit 
more closer to the truth.

The first writers to put 
annual planning to the sword 
were Jeremy Hope and 
Robin Fraser in their classic 
book Beyond budgeting. The 
reasons why the annual 
planning process should be 
replaced are because it:

* takes too long

* costs too much

* leads to dysfunctional 
behaviour (padding out 
of  budgets as you know 
there will be cutbacks)

* undermines monthly 
reporting

* is not designed for a 
dynamic organisation.

Quarterly rolling forecasts
In this process management 
determines the likely 
revenue and expenditure 
for the next 18 months. 
The focus is on what 
is happening in the 
forthcoming quarter, but 
with an eye to the bigger 
picture six quarters out. The 
quarterly forecast is used to:

* fund budget holders, on 
a quarterly rolling basis, 
once their forecast has 
been approved

* set the monthly budgets 
for month-end reporting 

Time to get rolling
They take far too long, cost too much and lack dynamism, so why not ditch your  
annual plan and embrace quarterly rolling forecasting, suggests David Parmenter

FOR MORE INFORMATION:

www.davidparmenter.com

targets are set for the 
January to March numbers. 
At the same time, they 
forecast next year’s numbers 
for the first time. Budget 
holders are aware of  the 
expected numbers and the 
first cut is reasonably close. 
This is a precursor to the 
annual plan. This forecast is 
stored in the planning tool.

Second week of March
This is when budget holders 
re-forecast to year-end 
and the first quarter of  
next year with monthly 
numbers, and the remaining 
period in quarterly breaks. 

Budget holders obtain 
approval to spend April 
to June numbers. The 
budget holders at the same 
time revisit the December 
forecast (the last forecast) 
of  next year’s numbers 
and fine-tune them for the 
annual plan. Budget holders 
know they will not be getting 
an annual lump sum funding 
for their annual plan. The 
numbers they supply are for 
guidance only. ■

David Parmenter is a 
writer and presenter on 
measuring, monitoring and 
managing performance

1 Become a disciple of  Jeremy Hope, the thought 
leader for corporate accountants.

2 Prepare your elevator speech about the woes of  
annual planning (see earlier article).

3 Send me an email (parmenter@waymark.co.nz) 
and I will send you a draft sales pitch to eradicate 
annual planning.

NEXT STEPS

Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

18 months

18 months

18 months

18 monthsAnnual plan finalised

First look at annual plan

Quarterly update of  rolling forecast (during 2nd week)
Forecast monthly in detail (60% of  available time) 
Forecast monthly (20% of  available time)
Forecast in quarterly spells (20% of  available time)

X
X

X
X

X

X

HOW THE ROLLING FORECAST WORKS FOR AN ORGANISATION WITH A JUNE YEAR-END
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There has been significant 
divergence in practice 
over recognition of 
revenue, mainly because 
International Financial 
Reporting Standards (IFRS) 
have contained limited 
guidance in certain areas. 
The original standard, IAS 
18, Revenue, was issued 
in 1982 with a significant 
revision in 1993. IAS 18 
was not fit for purpose in 
today’s corporate world 
as the guidance available 
was difficult to apply to 
many transactions, with the 
result that some companies 
applied US GAAP when it 
suited their needs. 

Users often found it 
difficult to understand the 
judgments and estimates 
made by an entity in 
recognising revenue, partly 
because of  the ‘boilerplate’ 
nature of  the disclosures. 
As a result of  the varying 
recognition practices, the 
nature and extent of  the 
impact of  the new standard 
will vary between entities 
and industries. For many 
transactions, such as those 
in retail, the new standard 
will have little effect but 
there could be significant 
change to current practice in 
accounting for long-term and 
multiple-element contracts.

On 28 May 2014, the 
International Accounting 
Standards Board (IASB), 
as a result of  the joint 
project with the US Financial 
Accounting Standards Board 
(FASB), issued IFRS 15, 
Revenue from Contracts with 
Customers. Application of  
the standard is mandatory 
for annual reporting periods 
starting from 1 January 
2017 onward and earlier 

application is permitted. 
IFRS 15 replaces the 
following standards and 
interpretations:

*  IAS 11, Construction 
Contracts

*  IAS 18, Revenue

*  IFRIC 13, Customer 
Loyalty Programmes

* IFRIC 15, Agreements for 
the Construction of  Real 
Estate

*  IFRIC 18, Transfer of  
Assets from Customers 

*  SIC-31, Revenue – Barter 
Transactions Involving 
Advertising Services.

This article looks at some 
of  the issues surrounding 
the definition and nature of  
a contract under IFRS 15. 
It also looks at the criteria 
that must be met before an 
entity can apply the revenue 
recognition model to  
that contract. 

The definition of  what 
constitutes a contract for 
the purpose of  

applying the standard is 
critical. The definition of  
contract is based on the 
definition of  a contract in 
the US and is similar to 
that in IAS 32, Financial 
Instruments: Presentation. 
A contract exists when an 
agreement between two 
or more parties creates 
enforceable rights and 
obligations between those 
parties. The agreement 
does not need to be in 
writing to be a contract, 
but the decision as to 
whether a contractual right 
or obligation is enforceable 
is considered within the 
context of  the relevant legal 
framework of  a jurisdiction. 
Thus, whether a contract 
is enforceable will vary 
across jurisdictions. The 
performance obligation 
could include 
promises 

that result in a valid 
expectation that the entity 
will transfer goods or 
services to the customer 
even though those promises 
are not legally enforceable.

The criteria that must 
be met before an entity 
can apply the revenue 
recognition model to that 
contract have been derived 
from previous revenue 
recognition and other 
standards. If  some or all 
of  these criteria are not 
met, then it is unlikely that 
the contract establishes 
enforceable rights and 
obligations. The criteria are 
assessed at the beginning 
of  the contract and are not 
reassessed unless there has 
been a significant 
change in 

Step change
In the first of two articles on IFRS 15, Graham Holt looks at issues 
surrounding the definition and nature of a contract under IFRS 15 

»
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circumstances, which make 
the remaining contractual 
rights and obligations 
unenforceable.

The first criteria set out 
in IFRS 15 is that the parties 
should have approved the 
contract and are committed 
to perform their respective 
obligations. In the case of  
oral or implied contracts, 
this may be difficult, but 
all relevant facts and 
circumstances should be 
considered in assessing the 
parties’ commitment. The 
parties need not always be 
committed to fulfilling all 
of  the obligations under a 
contract.

IFRS 15 gives the 
example where a customer 
is required to purchase a 
minimum quantity of  goods, 
but past experience shows 
that the customer does not 
always do this and the other 
party does not enforce their 
contract rights. There needs 
to be evidence, however, that 
the parties are substantially 
committed to the contract. 
If  IFRS 15 had required 
all of  the obligations to 
be fulfilled, there would 
have been circumstances, 
as set out above, where 
revenue would not have been 
recognised, even though the 
parties were substantially 
committed to the contract.

It is essential that 
each party’s rights and 
the payment terms can 
be identified regarding 
the goods or services to 
be transferred. This latter 
requirement is the key to 
determining the transaction 
price. The construction 
industry was concerned as 
to whether it was possible 
to identify the payment 
terms for orders where the 
scope of  work had been 
determined but the price 
of  the work may not be 
decided for a period of  
time. These transactions 
are referred to as unpriced 
change orders or claims. 

contract. The standard 
defines the term ‘customer’ 
as a ‘party that has 
contracted with an entity 
to obtain goods or services 
that are an output of  the 
entity’s ordinary activities in 
exchange for consideration’. 
This is to distinguish 
contracts that should be 
accounted for under IFRS 15 
from under other IFRSs. 

Some respondents 
asked for a clarification of  
the meaning of  ordinary 
activities, but none was 
given. Instead reference was 
made to the description 
of  revenue in the IASB’s 
Conceptual Framework 
and the FASB Concepts 
Statement No 6. An 
entity needs to consider 
all relevant facts and 
circumstances, such as the 
purpose of  the activities 
undertaken by the other 
party, to determine whether 
that party is a customer. 

At first sight this 
definition may seem 
relatively straightforward 
to apply; however, there 
are circumstances where 
an appropriate assessment 
is needed. For example, 
in cases where there is 

IFRS 15 includes the need 
to determine whether the 
unpriced change order 
or contract claim should 
be accounted for on a 
prospective basis or a 
cumulative catch-up basis. 
If  the scope of  the work 
has been approved and 
the entity expects that the 
price will be approved, then 
revenue may be recognised. 

The contract must have 
commercial substance 
before revenue can be 
recognised as without this 
requirement, entities might 
artificially inflate their 
revenue and it would be 
questionable whether the 
transaction has economic 
consequences. 

Further, it should be 
probable that the entity will 
collect the consideration 
due under the contract. An 
assessment of  a customer’s 
credit risk is an important 
element in deciding whether 
a contract has validity, but 
customer credit risk does 

not affect the measurement 
or presentation of  revenue. 
The consideration may be 
different to the contract 
price because of  discounts 
and bonus offerings. 

The entity should 
assess the ability of  the 
customer to pay and the 
customer’s intention to pay 
the consideration. In cases 
where the contract does 
not meet the criteria for 
recognition as a contract in 
IFRS 15, the consideration 
received should only be 
recognised as revenue 
when the contract is either 
complete or cancelled, or 
until the contract meets 
all of  the criteria for 
recognition. 

IFRS 15 does not apply 
to wholly unperformed 
contracts where all parties 
have the enforceable right 
to end the contract without 
penalty. These contracts 
do not affect an entity’s 
financial position until either 
party performs under the 
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collaborative research 
and development between 
biotechnology and 
pharmaceutical entities, or 
grants received for research 
activity where the grantor 
specifies how the output 
from the research activity 
will be used. Additionally, 
it is possible that a joint 
arrangement accounted for 
under IFRS 11 could fall 
within the scope of  IFRS 
15 if  the partner meets the 
definition of  a customer.

In the case of  the transfer 
of  non-financial assets that 
are not an output of  an 
entity’s ordinary activities, 
it is now required that an 
entity applies IFRS 15 in 
order to determine when to 
derecognise the asset and to 
determine the gain or loss 
on derecognition. This is 
because these transactions 
are more like transfers 
of  assets to customers, 
rather than other asset 
disposals. IAS 18 did not 
provide specific guidance 
for variable consideration 
in these circumstances, but 
IFRS 15 does. 

IFRS 15 excludes 
transactions involving 
non-monetary exchanges 

Some contracts with 
customers will fall partially 
under IFRS 15 and partially 
under other standards.

An example of  this would 
be a lease arrangement with 
a service contract. If  other 
IFRSs specify how to account 
for the contract, then the 
entity should first apply 
those IFRSs. The specific 
subject standard would take 
precedence in accounting 
for a part of  a contract and 
any residual consideration 
should be accounted for 
under IFRS 15. Essentially, 
the transaction price will be 
reduced by the amounts that 
have been measured by the 
other standard.

The second article will 
deal with the five-step model 
of  IFRS 15. ■

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

www.fasb.org

between entities in the same 
industry to facilitate sales 
to customers or to potential 
customers. It is common 
in the oil industry to swap 
inventory with another oil 
supplier to reduce transport 
costs and facilitate the sale 
of  oil to the end customer. 
The party exchanging 
inventory with the entity 
meets the definition of  a 
customer, because of  the 
contractual obligation which 
results in the party obtaining 
output of  the entity’s 
ordinary activities. In this 
situation, the recognition 
of  revenue would not be 
appropriate as there would 
be an overstatement of  
revenue and costs.

Leases, insurance 
contracts, and financial 
instruments and other 
contractual rights or 
obligations within the 
scope of  IFRS 9, Financial 
Instruments, IFRS 10, 
Consolidated Financial 
Statements, IFRS 11, 
Joint Arrangements, IAS 
27, Separate Financial 
Statements, and IAS 28, 
Investments in Associates 
and Joint Ventures, are also 
scoped out in the standard.  
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There is also a need to reflect 
the risk of  not receiving 
payment (‘credit risk’). 

ACCA has been 
involved throughout the 
part of  the consultation 
process led by the IASB, 
developing views through 
its Global Forum for 
Corporate Reporting 
(and its predecessor, the 
ACCA Financial Reporting 
Committee). The project 
took place over several 
years, allowing three 
opportunities for the  
IASB to seek views  
from interested  
parties such as ACCA. 

Following the 
publication of  a  
discussion paper in  
2008, the IASB issued its 
first exposure draft (ED) of  
a revised standard in June 
2010. In November 2011, 
the IASB issued a second 
and final ED, before going on 

The project by the 
International Accounting 
Standards Board (IASB) 
to update the financial 
reporting of revenue began 
in 2008, and came to 
fruition in May 2014, with 
the issue of International 
Financial Reporting 
Standard (IFRS) 15, entitled 
Revenue from Contracts 
with Customers. This 
will replace International 
Accounting Standard (IAS) 
11, Construction Contracts, 
and IAS 18, Revenue, 
along with four related 
Interpretations (see previous 
article). Certain contracts, 
principally those involving 
leases, insurance contracts 
or financial instruments, will 
remain subject to standards 
other than IFRS 15.

The IASB undertook 
its work jointly with the 
Financial Accounting 
Standards Board (FASB) in 

the US. The project’s chief  
aim is to establish common 
up-to-date practice across 
industries. Many contracts 
are straightforward, but for 
others, questions have arisen 
over the amount and timing 
of  the revenue recognised. 

The uncertainties are 
due to factors such as the 
contract length, the number 
of  separable components 
(distinct goods or services) in 
the contract, and the extent 
to which the contract product 
becomes tailored to the 
customer’s needs over time. 

uncertain areas that risked 
creating diversity in practice. 
To give preparers time for 
adoption, IFRS 15 will be 
effective for accounting 
periods starting on or after 
1 January 2017. As is usual, 
earlier application of  the 
standard is permitted.

The IASB and the FASB 
have formed a Transition 
Resource Group to consider 
issues raised around the 
standard’s implementation, 
helping the transition process. 

Looking ahead, the IASB 
also now undertakes a Post-

Implementation Review once 
each new or revised IFRS 
has been operating for two 
years. This provides a further 
opportunity for interested 
parties such as ACCA to add 
comments based on our 
members’ experiences, so 
that the IASB can find out 
how a standard has been 
working in practice, and 
receive any suggestions for 
improvements.

IFRS 15 is converged 
with the equivalent new US 
standard issued by the FASB. 
Going forward, this situation 
may well be the exception. 
The IASB and the FASB have 
abandoned the principle 
of  seeking to produce 
converged standards in all 
cases, and while they still do 
not disagree on many key 

Joint effort
Paul Cooper looks at the background to the joint IASB/FASB project on revenue 
recognition, culminating – after several years of development – in IFRS 15

to issue IFRS 15. 
The project’s path has 

been evolutionary, without 
any fundamental changes 
in direction, or any major 
retraction of  the proposals. 
ACCA has mainly supported 
the proposals at the various 
stages, including the 
objective of  a general set 
of  principles for revenue 
recognition, and the central 
role given to the concept of  
control of  revenue. We are 
pleased the final standard 
reflects a further number 
of  practical changes and 

clarifications, in response to 
the comments on the second 
ED, which the IASB received. 

Overall, IFRS 15 should 
represent further progress to 
greater convergence between 
jurisdictions by tackling the 

▌▌▌‘IFRS 15 SHOULD REPRESENT FURTHER PROGRESS TO 
GREATER CONVERGENCE BETWEEN JURISDICTIONS BY 
TACKLING THE AREAS THAT RISKED CREATING DIVERSITY’

accounting matters, their 
preparedness to ‘agree to 
differ’ is evident in other 
recent developments. ■

Paul Cooper is corporate 
reporting manager at ACCA
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including details of  the 
charity’s activities in the 
year, changes in trustees, 
and the details of  related-
party transactions.

FRS 102 concessions
Charities preparing accounts 
for the first time under 
FRS 102 should refer to its 
section 35 for exemptions 
on the transition to FRS 
102. The following might be 
most relevant to charities:

* Using either the fair 
value at the transition 

date (opening balance 
sheet) or a previous 
GAAP revaluation as 
deemed cost for items 
of  plant, property and 
equipment, or certain 
intangible assets.

* For a group, you can treat 
the value of  investments 
in non-charitable 
subsidiaries, associates 
and jointly controlled 
non-charitable entities 
at cost or deemed cost 
(provided the accounting 
policy is now to value 
such items at cost) in 
the parent charity’s own 
entity statements.

Also when preparing group 
accounts, a parent charity 
needs to consider whether to 
use the exemptions offered 
in section 1 of  FRS 102, in 
particular the concession 
of  not producing an entity 
statement of  cashflows for 
the parent (see FRS 102 
SORP paragraph 24).

To prepare charity accounts 
from next year you will need 
to be familiar with FRS 102, 
the Financial Reporting 
Standards for Smaller 
Entities (FRSSE) and the 
applicable statement of 
recommended practice 
(SORP). This article 
highlights key points for 
the new SORPs. It is not 
exhaustive, so do refer to 
the applicable SORP.

Working with trustees
Although trustees can 
seek the help of  staff  or 
practitioners in writing 
their report, they must 
approve the final text and 
sign it off. This should be 
planned into the report 
and accounts preparation 
timetable. Practitioners who 
in the past have prepared 
the trustees’ annual report 
in the knowledge that the 
trustees will not have read 
and approved the final text 
should cease this practice.

The trustees will need 
your help in identifying the 
most suitable standard 
to follow when preparing 
their accounts from 2015. 
The choice between FRSSE 
and FRS 102 is available 
to all but the largest of  
charities (the FRSSE SORP 
gives the eligibility criteria). 
FRSSE requires choices in 
accounting policies to be 
made and the trustees will 
need your advice here. This 
exercise should be in the 
timetable as well.

Lastly, you may need 
to work with trustees and 
charity staff  to find any 
extra information needed 
for the comparative figures 
in the accounts and for 
the trustees’ annual report 

FRSSE to the max?
Charities following FRSSE 
from 2015 have the option 
of  sticking with their existing 
policy for the following:

* Where a charity is 
participating in a multi-
employer defined benefit 
pension scheme and 
has been asked to make 
additional contributions 
but its share of  any 
actuarial pension liability 
cannot be identified, 
it is permitted to 
continue with its existing 

accounting policy. The 
FRS 102 SORP, by 
contrast, requires the 
present value of  any 
additional contributions 
due to past service to be 
recognised as a liability.

* Because heritage assets 
are not considered 
specific to public benefit 
entities (PBEs), the 
FRSSE SORP permits a 
charity to continue with 
its existing accounting 
policies provided those 
policies reflect accepted 
practice and relevant 
disclosures are made.

* Because the preparation 
of  consolidated accounts 
is not considered PBE-
specific, the FRSSE SORP 
permits a charity to 
continue with its existing 
accounting policies 
provided those policies 
reflect accepted practice.

The advantage of  sticking 
with an existing accounting 

policy is that it avoids 
restating certain items and 
potentially keeps certain 
assets and liabilities off  the 
balance sheet. That said, 
it might be more prudent 
to have any such liabilities 
recognised as they still need 
to be managed.

Future-proofing FRSSE
FRSSE’s future is uncertain. 
A way of  future-proofing, 
while still enjoying such 
FRSSE benefits as not 
producing a statement 

of  cashflows, is to opt 
for current practice in 
accounting policy and 
disclosure wherever the 
FRSSE SORP permits. 
This would minimise any 
future impact caused if  
the measurement bases, 
accounting policies and 
recognition criteria of  a 
future FRSSE framework 
used new GAAP FRS 102.

Conversations with 
auditor/examiner
Both SORPs have a number 
of  areas in common where 
an early conversation with 
the independent examiner or 
auditor is advisable:

* Valuation of functional 
fixed assets including 
heritage assets. SORP 
2005 permitted ‘any 
reasonable approach’ 
or ‘a reasonable 
estimate’, but both new 
SORPs anticipate a 
professional valuation 

Charity accounting changes
From 2015, new statements of recommended practice apply for charity accounts. The 
Charity Commission’s Nigel Davies considers some of the detailed planning points

▌▌▌THE TRUSTEES WILL NEED YOUR HELP IN 
IDENTIFYING THE MOST SUITABLE STANDARD TO 
FOLLOW WHEN PREPARING ACCOUNTS FROM 2015
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or one undertaken by 
someone with relevant 
expertise – or in the case 
of  the FRSSE the use of  
a reliable technique for 
heritage assets. You need 
to show that your charity 
has a valuation method 
or practice that meets 
the requirements of  the 
applicable SORP.

* Donated goods for resale 
or distribution. These 
have to be recognised 
on receipt unless this 

is either impractical 
or the costs outweigh 
the benefits of  this 
information to the user 
of  the accounts and the 
charity. If  your charity is 
not planning to recognise 
such assets, you will need 
to make the case.

* UK retail gift aid scheme, 
and legacy recognition. 
In both cases you need 
to check your current 
policy against the 
applicable SORP. If  using 

an estimation technique, 
you will need satisfactory 
evidence to support  
the calculation.

* Comparatives. You 
need to demonstrate 
the basis for adjusting 
the opening balance 
sheet and restating any 
comparative figures, with 

supporting reasoning 
and calculations. Have a 
defence for not adjusting 
any items you consider to 
be immaterial. ■

Nigel Davies is technical 
secretary to the charities 
SORP committee at the 
Charities Commission

ACCA CHARITY FINANCE CONFERENCE
The ACCA Charity Finance Conference 2014 on 9 October at Aston Business School 
in Birmingham offers the chance to hear about the SORP changes and the choices 
available. You can also find out about anti-fraud and corruption for charities, charity VAT, 
alternative finance for charities and employment law. Join other finance professionals 
working in or advising charities, trustees and treasurers at the conference and prepare 
for a year of change. Full details at www.accaglobal.com/uk/events

▲ READY, STEADY…
A four-legged runner raring to 
go in a 5k Race for Life event 
in Reading this summer in 
aid of Cancer Research UK, 
one of the country’s 180,000 
registered charities, all of 
which will have to file their 
accounts in 2015 under a new 
SORP framework

FOR MORE INFORMATION:

Read Nigel Davies’ introduction to the new charity 
reporting framework at www.accaglobal.com/ab104
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auto-enrolment in the UK,’ 
Collins says. ‘We have had a 
trickle of  employers coming 
through so far, but soon the 
tap will be fully opened.’ 

The scale of  demand 
will inevitably mean less 
hand-holding from pension 
scheme providers. ‘With 
the massive volume coming 
through, you are not going 
to get the same personal 
approach you might expect 
when setting schemes up,’ 
Collins says. ‘So taking 
action early is vital.’

David Marlow, group head 
of  marketing at Creative 
Benefits, which advises 
organisations on employee 
benefit programmes, 
suggests a six- to 12-month 
lead time should be sufficient 
for small employers. ‘That’s 
as much about considering 
their strategy as it is about 
practical issues such as 
record keeping and payment 
control,’ he says. Employers 
will need to think, for 
example, about the type 

Next month brings 
the deadline by which 
employers with 60 workers 
must comply with their 
pension auto-enrolment 
duties. Staging dates then 
follow at regular intervals 
for increasingly smaller 
employers. Next autumn (1 
October 2015) marks the 
deadline for those with 30 
to 39 workers, for example. 

Such employers are urged 
to consider their pension 
scheme provider options 
now. ‘There has been a lot 
of  concern about providers, 
and there still is going 
forward,’ says Glenn Collins, 
head of  technical advisory 
at ACCA. Some providers, 
for example, will not take 
on employers with few 
employees or with employees 
on low average incomes. New 
entrants such as NEST and 
NOW: Pensions indicate they 
will provide pensions to all, 
but demand will be huge. 
‘Small businesses form the 
majority of  those subject to 

of  pension scheme they 
want to provide. A defined 
contribution scheme could 
be contract-based (typically 
group personal pensions) or 
trust-based (occupational 
pension schemes with 
varying levels of  employer 
involvement). ‘Once you have 
chosen the pension type 
and the provider, then you 
have to decide on the default 
investments,’ Marlow notes. 
‘One of  the rules of  auto-
enrolment is that you can’t 
require employees to make 
any active decisions, such as 
where they want to invest.’

Helen Hargreaves, senior 
policy and research officer 
at the Chartered Institute 
of  Payroll Professionals, 
also urges action well in 
advance. And she cautions 
against assuming an 
existing scheme will qualify. 
‘If  you want to use an 
existing scheme under auto-
enrolment, there can’t be 
any barrier – everybody has 
to be automatically enrolled,’ 

she says. ‘So if  someone 
has to sign a piece of  paper 
to say they want to join the 
scheme, it doesn’t qualify. If  
someone has to pass three 
months’ probation, that 
doesn’t work because they 
have to be enrolled from the 
day they start.’

Even once employers 
have set up qualifying 
pension schemes they can 
still fall foul of  the auto-
enrolment regulations. ‘You 
have to register your scheme 
with the pensions regulator,’ 
Hargreaves warns. ‘Many 
people forget.’ If  they do, 
penalties can ensue, and 
the regulator is now calling 
registration a ‘declaration of  
compliance’ in an effort to 
get the message across. ■

Sarah Perrin, journalist

Get set for auto-enrolment
Auto-enrolment deadlines for small companies are approaching fast and, with  
high demand for providers likely, the sooner they start the ball rolling, the better 

FOR MORE INFORMATION:

Further guidance is at  
www.accaglobal.com/
advisory
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Guidance has also been 
made available that: 

* maps each paragraph 
of  SORP 2005 to the 
relevant paragraph(s) 
of  the FRS 102 SORP 
and explains when any 
particular requirements 
of  the current SORP  
have not been included  
in the new FRS 102 SORP 

* sets out the more 
significant changes 
resulting from the  
new FRS 102 SORP  
when compared to  
SORP 2005.

You can find links to the 
guidance and other charity 
SORP material at www.
accaglobal.com/advisory

See also page 54 of   
this issue.

LLP SORP
The LLP SORP applies for 
periods beginning on or 
after 1 January 2015. The 
SORP is not a standalone 
document, stating that ‘it 
[the SORP] does not seek to 
set out all of  the reporting 
requirements that apply to 
LLPs reporting under  
these standards, and it is 
intended to complement, 
not replace, them.’

One of  the areas of  
change is retirement 
benefits and the SORP 
highlights these changes. 
A useful starting point is 
paragraph 76B, where a 
flowchart helps summarise 
how to determine which 
guidance applies to a 
particular obligation. The 
following is highlighted at 
the end of  the flowchart 
– ‘Does the obligation 
meet the definition of  a 
basic financial instrument 
in section 11 of  FRS 

CORPORATE REPORTING

CHARITIES SORP
It is decision time for  
many charities given the 
choice between adopting the 
SORP based on FRS 102 or 
the SORP based on  
the FRSSE. 

Charities may use the 
FRSSE-based SORP if  they 
meet two of  the following 
three criteria:

* gross income not 
exceeding £6.5m;

* total assets not exceeding 
£3.26m;

* employ no more than  
50 staff.

For those that have a choice 
it is made even more 
difficult in that the SORP 
based on the FRSSE will 
have a very short life, as 
it is due to be reviewed by 
2016. It is this, along with 
the differences that exist 
between FRS 102-based and 
FRSSE-based SORPs, that 
need to be considered. 

To help with the 
assessment that needs to 
take place regarding the 
differences, the Charity 
Commission and the Office 
of  the Scottish Charity 
Regulator have made 
available guidance that 
analyses the differences 
and similarities between the 
two SORPS. 

102?’ – and explains that 
if  the answer was ‘no’, 
then Section 12 of  FRS 
102 applies and that 
measurement will generally 
be at fair value, which  
may be different from 
previous accounting for such 
financial liabilities.

You can find more on the 
changes at www.accaglobal.
com/advisory

SME CARBON 
ACCOUNTING 
Factsheet 190 highlights 
options available to  
SMEs on setting up  
and operating carbon 
accounting and considers 
reporting and taxation 
opportunities. 

It can also be used 
as an introduction to 
carbon accounting for 
larger businesses, or 
as an introduction to 
environmental management 
and reporting more 
generally. Reporting can 
extend to sustainability 
reports and integrated 
reports that try to present 
a wider picture of  the 
contribution a business 
makes to achieving society’s 
long-term aims.

It can be found at www.
accaglobal.com/advisory

NEW UK GAAP 
The Financial Reporting 
Council has issued 
amendments to new UK 
GAAP to improve the 
accounting for certain 
financial transactions. 
It states that this will 
‘improve ease of  use of  the 
standards and reduce the 
cost of  compliance.’ The 
amendments have the same 
effective date, 1 January 

2015, and are to FRS  
102. They ‘relate to  
financial instruments:

* updating the 
requirements on hedge 
accounting, making it 
more readily available 
to entities where it is 
consistent with their risk-
management processes;

* relaxing the conditions 
for regarding financial 
instruments as ‘basic’, 
with the effect that more 
financial instruments  
will be measured by 
reference to cost rather 
than fair value’.
You can find more at 

www.accaglobal.com/
advisory

IFRS 9 
IFRS 9, Financial Instruments, 
will come into effect on 1 
January 2018, with early 
application permitted. 
The long-awaited final 
version of  IFRS 9 brings 
together classification 
and measurement, 
impairment, and hedge-
accounting elements of  the 
International Accounting 
Standards Board project 
to replace IAS 39, Financial 
Instruments: Recognition 
and Measurement. The IASB 
states that ‘the package of  
improvements introduced 
by IFRS 9 includes a logical 
model for classification and 
measurement, a single, 
forward-looking ‘expected 
loss’ impairment model and 
a substantially-reformed 
approach to  
hedge accounting.’

This is how the elements 
have been described:

* Classification and 
measurement: IFRS 
9 introduces a logical 

Technical update
Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly  
round-up of the latest developments in financial reporting, audit, tax and law
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approach for the 
classification of  financial 
assets, which is driven by 
cashflow characteristics 
and the business model 
in which an asset is held. 
This single, principle-
based approach replaces 
existing rule-based 
requirements that are 
generally considered 
to be complex and 
difficult to apply. The new 
approach also results 
in a single impairment 
model being applied to 
all financial instruments, 
thereby removing a 
source of  complexity 
associated with previous 
accounting requirements.

* Impairment: a new, 
expected-loss impairment 
model that will require 
more timely recognition 
of  expected credit 
losses. The new standard 
requires entities to 
account for expected 
credit losses from when 
financial instruments 
are first recognised and 
to recognise full lifetime 
expected losses on a 
more timely basis. 

* Hedge accounting: a 
significant overhaul  
of  hedge accounting  
that aligns the 
accounting treatment 
with risk management 
activities, enabling 
entities to better reflect 
these activities in their 
financial statements. 

* Own credit: the change 
in accounting means 
that gains caused by 
the deterioration of  an 
entity’s own credit risk 
on such liabilities are 
no longer recognised in 
profit or loss. 
You can find more at 

http://tinyurl.com/ifrs9-
project and http://tinyurl.
com/ifrs9-press

There is also an article 
that looks at impairment, 
changes in own credit, 
hedge accounting and 

disclosures. It is called 
‘IFRS 9: a complete package 
for investors’ and it is 
upfront with its assessment 
that the ‘biggest difference 
under the new standard 
will be in the accounting 
for impairment’. It states 
that entities are required 
‘to estimate and account 
for expected credit losses 
for all relevant financial 
assets, starting from when 
they first lend money 
or invest in a financial 
instrument’, and also that 
they must use ‘all relevant 
information that is available 
to them’. 

You can read the article 
at http://tinyurl.com/ifrs9-
package

AUDIT

IFAC ETHICS
The International Federation 
of  Accountants’ 2014 
Handbook of the Code 
of Ethics for Professional 
Accountants incorporates 
several revised 
pronouncements that 
were published previously 
and are now effective, 
addressing a breach of  a 
requirement of  the code, 
conflicts of  interest and 
the definition of  ‘those 
charged with governance’. 
It also contains the revised 
definition of  ‘engagement 
team’ effective for audits 
of  financial statements for 
periods ending on or after 
15 December 2014.

You can find out more at 
http://tinyurl.com/ 
ifac-book

PUBLIC AUDITORS
The Financial Reporting 
Council has issued a 
consultation, Regulation 
of Auditors of Local Public 
Bodies: A Consultation 
Document on FRC 
Regulations and Statutory 
Guidance the Local Audit and 
Accountability, and invites 
comment by 17 October.

The Local Audit 
and Accountability Act 
2014 introduces new 
arrangements for regulating 
auditors of  local public 
bodies in England, which 
will apply following the 
abolition of  the Audit 
Commission. Local public 
bodies appoint private 
sector audit firms, which 
must be registered with a 
Recognised Supervisory 
Body (RSB) and subject to 
regulation by that body. The 
government laid an order 
before Parliament that 
delegates to the Financial 
Reporting Council most 
of  its responsibilities for 
oversight of  the regulation 
of  auditors of  local public 
bodies by RSBs.

This consultation 
seeks ‘views on the way 
in which the FRC should 
give effect to three specific 
responsibilities delegated 
to it under the order. These 
are to:

* make regulations on 
the reports, known as 
transparency reports, 
which the 2014 Act 
requires auditors of  
major local bodies to 
publish each year;

* make regulations 
about the keeping of  
the Register of  Local 
Public Auditors;

* give statutory guidance 
to the RSBs on the level 
of  competence and 
experience required for 
the approval of  those 
individuals within a local 
public audit firm that are 
able to take responsibility 
for an audit and sign an 
audit opinion on behalf  
of  the firm.’
You can find out more 

at http://tinyurl.com/frc-
public

TAX 

AIA
There is a short time 
remaining if  you wish to 

take advantage of  the 
temporary increase in 
the Annual Investment 
Allowance (AIA). It applies 
for qualifying expenditure 
incurred between April 
2014 and December 2015, 
with the maximum amount 
of  AIA being £500,000 for 
this temporary period. It 
will then, unless otherwise 
announced, revert back 
to £25,000.

If  you are taking 
advantage of  the increase, 
remember that the basic 
rule is that expenditure is 
incurred on the date on 
which the obligation to pay 
becomes unconditional. 
However, if  there is a gap 
of  more than four months 
between the date on which 
the obligation to pay 
becomes unconditional 
and the date on which 
payment is required to be 
made, then the expenditure 
is not treated as incurred 
until the date on which 
payment is required to 
be made.

You can find worked 
examples at www.
accaglobal.com/advisory

PAYE PENALTIES 
HMRC will introduce in-year 
penalties for failing to file 
PAYE submissions on time 
from 6 October 2014. 
It states that employers 
should ‘make sure that 
all submissions due for 
all of  your PAYE schemes 
are fully up to date by 5 
October 2014’ and that it 
‘will apply penalties: 

* where a Full Payment 
Submission (FPS) has not 
been filed on or before 
the date you paid your 
employees, or where you 
have not told us why the 
submission is legitimately 
late by using the late-
reporting reason field. 

* where we have not 
received the expected 
number of  submissions 
from you.’ » 
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April 2015 liability to pay 
Class 2 NICs will arise at the 
end of  each year (currently 
Class 2 NICs liability arises 
on a weekly basis). 

Class 2 NICs will then 
be collected through self-
assessment for the 2015-16 
tax year onwards. 

Changes also mean 
that only those with profits 
above a profits threshold 
will be liable; those without 

The amounts of  the monthly 
filing penalties depend  
on the number of  employees 
in the PAYE scheme but 
range from £100 to £400. 

You can find a note 
issued by HMRC at http://
tinyurl.com/paye-late

CLASS 2 NIC 
Legislation will be 
introduced in the NICs Bill 
2014 to ensure that from 

profits or with profits 
below this threshold will 
be able to pay Class 2 
NICs voluntarily. Voluntary 
payments will need to be 
made at the end of  the 
year as liability will not 
automatically arise.

DEBT RECOVERY
HMRC can also take 
increased amounts from 
your pay! The changes 

would affect those who 
owe HMRC money and 
are earning over £30,000. 
A new graduated scale 
applies for the 2015-16 
tax year that increases the 
amount of  debt that can 
be recovered from those 
on higher incomes. HMRC 
states that ‘Debtors will 
be notified in advance of  
the amounts which will be 
deducted from their income 
from April 2015 onwards’ 
and that an ‘over-riding limit 
that will prevent employers 
from deducting more than 
50% of  an employee’s 
pay, will apply from 6 
April 2015’.

REASONABLE EXCUSE
Penalties can be 
successfully appealed where 
taxpayers can establish 
they acted in good faith 
and have grounds for not 
complying with their legal 
obligations. Establishing 
a defence of  reasonable 
excuse is decided on a 
case-by-case basis. Most 
of  the recent cases have 
gone against the taxpayer, 
but in EJ Parkinson & Son 
Ltd the company appealed 
against a fixed penalty of  
£250 in respect of  a failure 
to submit in time a monthly 
return for April 2013 
under the Hydrocarbon Oil 
Regulations 2002.

The company usually 
submitted the monthly 
returns by post. The normal 
procedure was that a blank 
return would be sent to the 
company two weeks before 
the due date and it would be 
completed and sent by the 
21st of  the month. Written 
evidence of  posting was 
never obtained. No return 
was received or sent for 
February and HMRC sent a 
warning letter. The return 
for March was received, 
and the return for February 
was submitted in the same 
envelope as the return 
for April, which was sent 

SUBSTANTIAL SHAREHOLDINGS EXEMPTION
The substantial shareholdings exemption exempts the disposal of certain shares in 
subsidiaries from corporation tax on any capital gain.

When does the exemption apply?
The substantial shareholdings exemption legislation is quite dense and there are a 
number of  conditions that must be satisfied for the exemption to apply. A look at 
the legislation is therefore highly recommended when considering whether or not the 
exemption applies.

Broadly speaking, the exemption applies where the gain arises when:

* The investor company making the disposal is a trading company or a member of  a 
trading group; and

* The investee company is a trading company or the holding company of  a trading 
group (or subgroup); and

* the investing company holds a ‘substantial shareholding’ (broadly, at least a 10% 
interest) in the investee company; and

* the shares were part of  a total holding of  at least 10% held for a continuous 
12-month period beginning not more than two years before the disposal. 

You can find worked examples and links to the legislation at  
www.accaglobal.com/advisory
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shortly before the end of  
April. HMRC never received 
the envelope and the 
company sent duplicates, 
which were received in 
July 2013.

HMRC asserted that 
the company should have 
retained proof  of  posting 
but the tribunal said that it 
was reasonable to expect 
that the return would have 
been received and allowed 
the appeal. 

You can find summaries 
and links to the cases, 
including the one above, 
at www.accaglobal.com/
advisory

NOTICE AND GUIDANCE 
UPDATES
Revenue & Customs Brief 
25/14 VAT: Supplies 
of sporting services by 
non-profit making bodies 
– implications of the 
judgment by the European 
Court in Bridport and 
West Dorset Golf Club Ltd 
(C-495/12) updates the 
position set out in Revenue 
& Customs Brief  30/11 
issued on 27 July 2011. 
The result of  the judgment 
is that HMRC accepts 
that supplies of  sporting 
services to both members 
and non-members of  non-
profit-making sports clubs 
qualify to be treated as 
exempt from VAT. This is 
provided that the services 
are closely linked and 
essential to sport, and are 
made to persons taking 
part in sport. 

Claims can be made, 
subject to the four-year rule 
for overpaid VAT. HMRC has 
indicated that they will fall 
into two categories: 

‘Members’ clubs that 
decide to reimburse 
non-members who were 
incorrectly charged VAT 
on sporting services 
supplied to them (including 
members’ golf  clubs that 
incorrectly charged VAT 
on green fees) and will 

adopt the reimbursement 
arrangements explained in 
Sections 9 & 10 of  Notice 
No. 700/45: How to correct 
VAT errors and make 
adjustments or claims. 

This means that clubs 
will need to demonstrate 
that they have made 
arrangements to reimburse 
the VAT to non-members 
who actually paid it, and 
make a legally binding 
commitment to do so in a 
timely manner.

Claimants who intend 
to reimburse non-members 
need to ensure that their 
claim is adjusted to reflect 
any over-claim of  input 
tax by application of  their 
partial exemption and/
or capital goods scheme 
calculations as appropriate 
before advising HMRC they 
wish to proceed under 
Phase 1. 
Clubs that do not adopt 
reimbursement arrangements 
HMRC is examining the 
scope for restricting 
repayments to clubs not 
making arrangements to 
reimburse the paying non-
members to avoid the unjust 
enrichment of  members’ 
clubs. Further advice will 
be issued on these claims 
after a conclusion has been 
reached on this point.’
VAT Notice 708: Building 
and Construction cancels 
and replaces the notice 
of  the same name from 
October 2013. It explains 
when zero/reduced rating 
applies, when developers 
are blocked from deducting 
input tax, the issuing 
of  certificates and time 
of  supply rules. It now 
incorporates information 
from VAT Information Sheet  
02/14 and Revenue and 
Customs Brief  03/14 and 
changes that:

* sub-contractors must 
standard-rate the supply 
of  disabled adaptations 
and mobility aids for  
over-60s

* zero-rating is not 
affected by any sale of, 
or long lease in, the site 
before the building  
was constructed

* zero-rating is not affected 
by any sale of, or long 
lease in, the building 
before it was constructed

* only intelligent lighting 
systems (and not lighting 
systems as a whole) are 
treated as articles not 
ordinarily incorporated  
in dwellings.

VAT Notice 709/6: travel 
agents and tour operators 
cancels and replaces the 
notice of  the same name 
from May 1997. It explains 
how VAT applies to travel 
agents and tour operators. 
It is highlighted that the 
technical content has not 
changed from the May 1997 
edition and the only changes 
are in the look and style of  
the notice. 

You can find links 
and guidance at www.
accaglobal.com/advisory

CHILDCARE PAYMENTS
Tax-free childcare – 
Childcare Payments 
(Eligibility) Regulations 
and draft Childcare 
Payments Regulations 
2015 have been issued for 
comment. The policy aims  
to provide financial 
support, up to £2,000 
per child per year, for 
the cost of  childcare for 
working families. HMRC has 
published two draft statutory 
instruments for external 
technical consultation, 
together with a commentary 
on the regulations, and 
invites comments by 3 
October 2014. Visit http://
tinyurl.com/hmrc-child

FINANCE

GROWTH VOUCHERS
Since launching in 
January 2014, the Growth 
Vouchers programme has 
proved popular with small 

businesses in England. 
With matched funding from 
government of  up to £2,000, 
the programme sees small 
businesses access advice in 
order to grow. The platform 
offers an opportunity to find 
an adviser with whom to 
spend a voucher. 

The Marketplace offers 
ACCA practitioners an 
opportunity to profile 
their business for free and 
to be promoted to small 
businesses visiting the site, 
looking for the services they 
provide. To find out more 
and create a profile visit 
www.enterprisenation.com/
marketplace 

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 
risks, human rights issues, 
bribery, terrorism, criminal 
activity, and intellectual 
property. The latest updates 
include Luxembourg, 
Mauritius, Bahrain, Ukraine, 
Russia, Poland, Sri Lanka 
and Hong Kong. You can find 
out more at http://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. You can find out 
more at http://tinyurl.com/
fco-updates

EDUCATION
UK Trade & Investment has 
a range of  masterclasses 
aimed at overcoming 
exporting challenges.  
Two upcoming 
masterclasses are:

* Website Optimisation for 
International Trade on  
30 September »
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* International Franchising 
and Licensing on  
23 October

You can find out more 
by emailing events@
uktilondon.org.uk 

LAW

AUTO-ENROLMENT
Guidance for all members 
on auto-enrolment and how 
they can help businesses, 
including what can and can’t 
be advised on, can be found 
at www.accaglobal.com/
advisory For example, both 
practitioners and members 
working in businesses can 
help a business, with certain 
conditions, choose the 
pension provider. You can also 
find other guidance on auto-
enrolment in this section.

PATENTS
Six guides, each of  two 
pages, provide help on the 
patent application process. 
You can find more on patent 
applications and patent box 
in the July/August issue of  
Accounting and Business. 
The new patent guides are 
available at http://tinyurl.
com/gov-patent 

There is also a quick 
guide to intellectual 
property protection, looking 
at common IP traps and 
how to avoid them. You 
can find out more at www.
accaglobal.com/advisory

ANTI-MONEY-
LAUNDERING POLICIES 
AND PROCEDURES
HM Treasury has updated 
its advisory notice in 
respect of  the risks posed 
by unsatisfactory money 
laundering and terrorist 
financing controls in a 
number of  jurisdictions. 

The notice states 
that firms should apply 
enhanced due-diligence 
measures, in accordance 
with the increased risks, 
for the following high-risk 
jurisdictions: Algeria, DPRK, 

Ecuador, Indonesia, Iran  
and Myanmar. 

It also suggests that 
enhanced due-diligence 
measures in high-risk 
situations are appropriate in 
the following jurisdictions: 
Afghanistan, Albania, 
Angola, Argentina, 
Cambodia, Cuba, Ethiopia, 
Iraq, Kuwait, Lao PDR, 
Namibia, Nicaragua, 
Pakistan, Panama, Papua 
New Guinea, Sudan, Syria, 
Tajikistan, Turkey, Uganda, 
Yemen and Zimbabwe. 

The following jurisdictions 
are no longer subject to 
FATF’s AML/CFT compliance 
process. They are Kenya, 
Kyrgyzstan, Mongolia, Nepal 
and Tanzania.

Firms should put in place 
policies and procedures in 
order to prevent activities 
related to money laundering 
and terrorist financing.

The sanctions list and 
guidance can be found 
at www.accaglobal.com/
advisory

You can also find in 
the July/August issue a 
reminder of  the suspicious 
activities report process.

REPORTING SUSPICIOUS 
ACTIVITY
The latest UK Financial 
Intelligence Unit update for 
those responsible within 
firms for the completion and 
submission of  suspicious 
activity reports (SARs) 
shares the National Crime 
Agency’s perspective on 
the SARs regime. It can be 
distributed to regulated 
firms for use by them and 
for use in staff  training or 
awareness programmes. 

However, it is not 
intended for general 
public dissemination 
and should not be 
included on public-facing 
websites or social media. 
You can obtain a copy on 
request from Regulation 
andstandardsunit@
accaglobal.com ■

ENGAGEMENT LETTER REVISED 
The latest change deals with complaints and 
includes a suggested amendment under the terms-
and-conditions section. This could be sent out to 
clients as part of a full set of revised terms or 
in an email informing clients of the change. The 
change is to a clause that explains to a client that, 
if they have exhausted your firm’s complaints 
procedure and wish to take the matter up with 
ACCA, ‘This should be done promptly and in any 
event no later than six months after exhausting our 
procedures.’ The change is to highlight the time 
limit for making any complaint.

Other changes to the 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. 
You can find the engagement letter updates on the 
ACCA website at www.accaglobal.com/advisory
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The London Borough of 
Hillingdon is a dynamic 
place to work where no 
two days are the same. 
It has strong political 
leadership with a clear 
vision of  ‘putting our 
residents first’. Big 
decisions are made 
quickly and implemented 
straightaway. That suits 
my management style: 
I dislike the bureaucracy that the 
public sector sometimes generates. 
You must have a robust control 
environment, but after cuts of  nearly 
50% in government grants over the 
past five years local authorities need to 
increase their appetite for risk and to 
make bold decisions.

One of my key responsibilities is the 
delivery of the risk-based internal 
audit plan. This consists of  assurance 
and consultancy work, sitting on 
project groups and advising on service 
improvements.

There are 12 of us in the internal 
audit team and we buy in specialist 
internal audit days from an external 
contractor. We work closely with all 
senior managers – in particular the 
corporate fraud investigations manager. 
I report directly to the corporate 
director of  finance and meet regularly 
with the chief  executive, the council 
leader and the independent chair of  
the audit committee. Collaboration 
with management achieves a far 
better outcome than if  internal audit 
went in for heavy criticism and a ‘big 
stick’ approach. 

Getting the ACCA Qualification was a 
huge achievement for me after I had 
failed a few papers. That taught me 
that I can achieve anything if  I focus 

‘ I AM PASSIONATE ABOUT THE PUBLIC SECTOR 
AND ITS POSITIVE IMPACT ON PEOPLE’S LIVES’ 
MUIR LAURIE ACCA, HEAD OF INTERNAL AUDIT, 
LONDON BOROUGH OF HILLINGDON

and work hard enough. The 
ACCA Qualification opened 
lots of  doors for me and 
provided the opportunity 
to do a job that I love.

I am passionate about 
the public sector and 
its positive impact on 
people’s lives. Hillingdon 
is a great place to work 
and we have managed 

some excellent achievements, despite 
the loss of  government grant. We are 
the second largest London borough 
with a population of  274,000 
according to the 2011 census. The 
borough has continued to uphold 
a 0% council tax increase for the 
sixth year in succession and it has 
committed to maintaining this for a 
further two years after that. We also 
achieved £18m in transformational 
savings last year, which internal audit 
has contributed towards. 

The council has invested £150m 
in its school building and expansion 
programme, the largest of  its kind in 
London, and invested £50m in sport 
and leisure facilities. 

Away from work I am a non-executive 
director for GreenSquare Group, a 
provider of housing, regeneration, 
care and support, and commercial 
services across Wiltshire, Oxfordshire 
and Gloucestershire. Our core 
business is building, managing and 
maintaining homes and supporting 
strong and stable communities. As a 
non-exec I sit on the other side of  the 
audit committee table. 

I also love playing, managing and 
watching football. ■
Interested in appearing on this page? 
If  so, please email Paul Gosling at 
paul.gosling@accaglobal.com

SNAPSHOT:
CIVIL SERVICE 
CHIEF EXECUTIVE
The government is seeking 
the first ever chief executive 
of the UK Civil Service after 
Sir Bob Kerslake (head of the 
Civil Service and permanent 
secretary at the Department 
for Local Government) 
announced his departure. Sir 
Jeremy Heywood becomes 
head of the Civil Service as 
well as Cabinet secretary and 
senior policy adviser to the 
government.

The new role is a major 
departure for the government, 
not just in terms of  title, 
but also in role. It is largely 
administrative, rather than 
overtly political, and will cover 
Civil Service reform, project 
management, procurement 
and supplier management, 
digital infrastructure and HR.

The successful candidate 
will have a track record of  
running large, complex, multi-
stakeholder organisations 
through a period of  change 
and cost reduction, with 
significant experience ‘likely 
to be in the private sector’. 

Peter Riddell, director of  
the Institute for Government 
think-tank, was sceptical. He 
said: ‘The job description 
shows the new role will not be 
a chief  executive in any sense 
normally recognised in either 
the private or public sectors.’

£180,000–£200,000
Salary range for the new Civil 
Service chief  executive.

The view from
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FOR MORE INFORMATION:

ACCA’s paper Breaking out: public audit’s new role in a post-crash world: an 
English perspective is available at www.accaglobal.com/public-sector

ACCA’s response to the inquiry into building Civil Service skills for the future 
is available at www.accaglobal.com/public-sector

Trapped in the revolving door
Savings and services are at risk unless Whitehall tackles its lack of relevant finance 
skills, the dismissive attitude of its ‘generalists’ to finance experts, and staff churn

Urgent upskilling in financial 
management across Whitehall is 
needed for the Civil Service to make 
long-term savings and improve service 
delivery, ACCA has warned.

In its response to an inquiry by the 
public administration select committee 
on building skills for the future in 
the Civil Service, ACCA says that 
while there is strong expertise in the 
UK’s public sector finance function, 
Whitehall needs to invest in skills 
development in areas such as data 
analysis, procurement, and project 
as well as financial management if  
savings in government are going to be 
made over the long term. 

Gillian Fawcett, head of  public 
sector at ACCA, says: ‘Spending cuts 
and the need to make savings in 
central government and other public 
sector bodies are set to increase in the 
coming years, so it is vital that there 
are improvements in public financial 
management for the taxpayer. 

‘There has been much trumpeting 
of  the Treasury’s decision to appoint 
Whitehall’s first chief  financial officer 
earlier this year, but a more root-and-
branch reform of  the public sector’s 

finance function is needed to garner 
genuine change. 

‘As in the private sector, finance 
professionals in the public sector need 
to see the bigger picture to be more 
effective, which is why skills linked to 
data analysis and procurement, as just 
two examples, are more relevant now 
than historically.’ 

ACCA’s evidence also pointed out 
that, while there is some recognition 
in Whitehall of  the need to upskill, 
there is also a failure to acknowledge 
the biggest obstacle of  all – building 
an effective finance profession in 
central government which is perceived 
positively and valued by colleagues in 
an organisation that is largely made up 
of  generalists. 

ACCA has called for a culture 
change to take place in Whitehall so 
that economists and generalists start 

valuing the potential contribution that 
financial management can bring to 
government decision-making.

ACCA has pointed out that a theme 
that continues to crop up within the 
public sector is the trend for finance 
professionals in government to leave or 
change roles, which could be hindering 
good governance and is in urgent need 
of  attention. 

Fawcett says: ‘The revolving-
door nature of  the senior service is 
well known, but it poses significant 
problems when it comes to delivery 
of  good governance and corporate 
memory. It inhibits the ability to 
learn from mistakes and stifles the 
dissemination of  best practice. This 
is also not helped by the skills gaps 
relating to procurement, project and 
financial management that still persist 
across Whitehall.’ ■
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Following university, I joined Grant 
Thornton as a trainee accountant in 
the audit department of the Gatwick 
office. Since qualifying I have worked 
on transactions, including two years as 
a management consultant specialising 
in integration and separation planning. 

The turnaround environment can be 
challenging to work in, but there’s 
nothing like it for getting first-hand 
experience of the consequences of 
poor financial controls or failure to 
undergo sufficient due diligence. 
The two years I spent working within 
turnaround businesses has been 
invaluable for me to bring back to my 
role as a professional adviser.

Before my return to Grant Thornton 
in 2012, I also spent three years 
in industry working on business 
acquisition, disposals and turnaround 
projects. This helped me to develop 
my network and understand the 
broader issues facing clients and their 
management teams, particularly when 
in an acquisition or disposal situation. 

My current role involves a broad 
range of interactions with clients 
and colleagues, both in my team 
and across different specialist 
areas. I like that every client and 
transaction is different, and my 
role gives me the opportunity 
to work with a diverse range 
of  people and businesses 
at an exciting stage of  their 
development.

The majority of client-facing 
work I do involves the 
provision of financial 
due diligence 
and reporting 
accountant 

‘ A GOOD QUESTIONING STYLE AND MANNER 
FOR DEALING WITH OTHER PEOPLE IS ALMOST A 
PREREQUISITE FOR A PROFESSIONAL ADVISER’  
HELEN DIXON FCCA, ASSOCIATE DIRECTOR, 
TRANSACTION ADVISORY, GRANT THORNTON

services to clients seeking to 
undertake acquisitions or disposals, 
refinance or raise funds. Every client’s 
requirements are different, therefore it 
is crucial that our service is tailored to 
meet their needs and can be adapted 
as the deal or priorities change, which 
is typical in a transaction process.

My ACCA Qualification and training 
as an external auditor have provided 
me with the necessary technical 
foundations to do my role to the best 
of my ability. I’ve also since built on 
my core skills through CPD training 
and experience.

The best advice I would offer 
to someone seeking a career in 
professional services is to ask 
plenty of questions. It is amazing 
what people will tell you if  you ask 
them. A good questioning style and 
manner for dealing with other people 
is almost a prerequisite for being 
an effective professional adviser; 
technical competence alone can only 
get you so far.

I like to get outside as much as 
possible in my spare time, 

including running and 
cycling. Both sports are 
great if  you like setting 
goals and competing 
against yourself; I’m 
always looking out 
for my next big 
challenge! ■

SNAPSHOT:
EXTERNAL AUDIT
With continuing pressures 
surrounding objectivity 
and independence, there 
are some big wins and big 
losses. For example, when 
Barclays announced plans to 
retender its external audit, 
it stated that current auditor 
PwC will not be invited to 
tender – although PwC has 
also picked up new clients 
from its Big Four rivals.

From a jobs perspective, 
though, there are rich 
pickings. ‘The UK is currently 
a good place to be if  you 
are an auditor,’ says Simon 
Wright, operations director 
at CareersInAudit.com, who 
notes that, after a five-year 
lull, the Big Four started 
recruiting again in 2013. 

He adds: ‘The current 
level of  recruitment and 
requirements for external 
auditors is not likely to 
subside for some time.’

There is also growing 
interest in contracting, with 
auditors more open to risking 
job security for increased 
financial rewards and work-life 
balance. ‘This trend is set to 
continue well into 2015, as 
the nation’s economic outlook 
improves,’ says Wright.

41%
According to CareersInAudit.
com’s global Audit & Risk 
Recruitment Survey 2013, 
41% of  respondents said that 
getting a promotion or a salary 
rise would make them stay in 
their current job.

The view from
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Sponsor power
Accountancy firms – both large and small – have much to gain from sports sponsorship, 
from developing leadership programmes to supporting charitable causes

ambassador for the firm. The Ryder 
Cup winner and former businessman 
has been fully used to get the message 
of  leadership across.

‘Paul came to a workshop held at 
Gleneagles and was part of  a panel, 
alongside CEOs of  our biggest clients 
and HR experts, discussing high-
performance management. He’s also 
been involved in a Q&A session with 
100 of  our staff, and in breakfasts  
and dinners with major clients. 
He’s very versatile and extremely 
informative, even talking about how he 
intends to tackle the Ryder Cup this 
year,’ says Kingsley.

Fellow Big Four firm KPMG has 
also harnessed the importance of  
leadership through golf  by partnering 
with the PGA of  America and the LPGA 

using the tournament to articulate 
the importance of  high-performing 
teams and leadership,’ insists Tom 
Kingsley, EY’s global director of  brand, 
marketing and communications. 

Exceptional team
A central plank of  EY’s Vision 2020 
strategy to build a better working world  
is providing exceptional client service 
through high-performing teams. ‘We 
wanted to bring that to life and the 
Ryder Cup was the perfect fit. It brings 
a selection of  talented individual 
sportsmen from different geographies 
together to perform as an exceptional 
team,’ adds Kingsley.

As part of  the sponsorship package, 
EY is working closely with European 
team captain Paul McGinley, now an 

On 23 September, millions worldwide 
will tune in to watch Europe’s finest 
golfers tee off against the best of the 
US in the hotly contested Ryder Cup 
at Gleneagles, Scotland. All eyes will 
be on the cream of the profession, but 
also clearly visible will be the EY logo. 

From Deloitte setting up the 
gruelling Ride Across Britain (RAB) 
challenge to Lentells sponsoring the 
local Taunton rugby club, accountancy 
firms of  all sizes have found ways of  
gaining a presence through sport. 
However, these are not simply branding 
exercises, but rather strategic efforts to 
align the firm with a social, business, 
environment or community cause.

‘It will appear to the world that we 
are sponsoring the Ryder Cup. But 
it is not about “EY does golf”. It is 
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to create the KPMG Women’s PGA 
Championship. The major annual event, 
which will take place from 2015, will 
also incorporate a women’s leadership 
summit and an ongoing community 
initiative to inspire and develop new 
generations of  female leaders.

‘KPMG is proud to take on this 
ground-breaking sponsorship to 
inspire today’s and tomorrow’s women 
leaders,’ said John Veihmeyer, global 
chairman of  KPMG. ‘This collaboration 
will not only bring women’s golf  to new 
audiences; it also creates opportunities 
to expand women’s leadership on and 
off  the course, empowering today’s 

women leaders and cultivating the next 
generation of  female leaders.’

Both the Ryder Cup and the 
Women’s PGA championship also have 
the advantage of  being the perfect 
relaxed settings for networking with 
clients and partners, while enjoying the 
golf. By contrast, Deloitte RAB – which 
takes place this month – involves staff  
and clients cycling from Land’s End to 
John O’Groats but is no less effective. 

Real leveller
‘Cycling close to 1,000 miles in nine 
days and sleeping in camps together is 
a real leveller,’ says Catherine Bayley, 

Deloitte relationship management 
lead. ‘Whether you’re a CEO or a new 
graduate, you’ve got to get from A to B 
on a bike and put up with saddle sores. 
This is no ordinary sports hospitality 
event, but the competitors really work 
together and enjoy the challenge.’

Now in its fifth year, Deloitte RAB 
requires nine months of  intense 
training. But the rewards have 
attracted major corporate teams such 
as Coke, Adidas, Dulux and UPS.

‘We can deliver multiple business 
objectives, such as employee 
engagement, charity fundraising, 
employee health and wellbeing and 
client entertainment,’ says Bayley. 
‘Plus packages can be tailored to suit 
the needs of  the company.’

Deloitte RAB’s benefiting charity 
is the British Paralympic Association 
(BPA); the firm has a strong affiliation 
with disability sport, launching Deloitte 
Parasport, a signposting service, with 
the BPA in 2007. Deloitte’s interest 
in challenging sports also stretches 
to sponsorship of  the Royal Parks 
Foundation Half  and Ultra Marathons, 
which take place on 12 October. 

‘We recognise the value of  these 
challenges for corporate entrants 
in generating healthy competition 
between colleagues while fundraising 
for some fantastic charitable causes,’ 
says David Barnes, managing partner 
for public policy and corporate 
responsibility at Deloitte. 

Meanwhile, PwC supports the 
Invictus Games, a challenging, 
charitable event involving wounded, 
injured and sick service personnel 
competing in nine sports set up by the 
Royal Foundation. As well as having 
perimeter branding at the Queen » 

◄ EYES ON THE PRIZE
Paul McGinley, European captain for 
the 2014 Ryder Cup (centre), with vice 
captains Des Smyth (left) and Sam Torrance 

▲ IN IT TOGETHER
Deloitte Ride Across Britain, now in its 
fifth year, involves staff and clients cycling 
from Land’s End to John O’Groats
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WHEN SPONSORSHIP TURNS SOUR
Choosing the right sports sponsorship and knowing when to pull the plug if 
controversy erupts can potentially make or break a firm’s reputation. 

Sponsors, including Nike, chose to drop their support for high-profile 
disgraced US cyclist Lance Armstrong, who was stripped of  his Tour de 
France titles after a 2012 report by the US Anti-Doping Agency detailed 
performance-enhancing drug use by Armstrong and his US Postal Service 
team mates. As a result, he lost eight sponsors in just one day.

The Armstrong case raises an interesting question about how, why and 
when a brand could or should break off  an endorsement deal. Where there 
is proven and convicted criminal activity, such as athletes taking drugs to 
improve their performance, the sponsor would most likely pull support. But 
when it is inappropriate, but not illegal, behaviour it is not so obvious. In 
2009, AT&T, Accenture and a number of  other brands dropped Tiger Woods 
after he admitted to cheating on his wife, but Nike, which sold Woods-branded 
clothing, chose to stick by him and was criticised for doing so.

The key is managing risks by clearly defining the expectations and objectives 
of  the sponsorship deal. Endorsement insurance can also help protect the 
sponsor in the event of  a scandal or negative publicity. Marketing management 
consultant The Bedford Group suggests that firms back an athlete, team or event 
that has a large association set of  sponsors. That way, a negative event is not 
as detrimental to the sponsor brands. Another method the group suggests is to 
sponsor numerous athletes or clubs across a range of  sports, thus weakening the 
link between sponsorship and brand.

sort of  parents who take their boys 
to the rugby club on Sunday, so it’s a 
double advantage,’ explains Reid.

Meanwhile, in Peterborough, 
Stephenson Smart & Co is 
Peterborough United Football Club’s 
auditor and website sponsor. The 
League One club won the Johnstone’s 
Paint Trophy at Wembley Stadium in 
March, beating Chesterfield 3-1 in the 
Wembley final.

‘We had an advert clearly displayed 
in the match programme that day, so 
more than 20,000 people got to see 
our name, which was great publicity,’ 
says Garry Wiles, a partner at 
Stephenson Smart. 

Being attached to such a high-profile 
sports club also brings challenges, 
especially on the auditing side. Wiles 
admits it is one of  their more complex 
assignments because of  the specialised 
nature of  the business. ‘The high profile 
of  the club brings with it interest in the 
accounts from local papers and the 
football league, so there is pressure, but 
we really enjoy our close relationship 
with such a great club.’ ■

Chris Evans, journalist

at hospitality, even hosting weddings, 
which is why we placed our banner in 
the car park,’ Reid adds. ‘They also run 
Sunday rugby clubs for kids so when 
the parents watch their children play, 
they see us advertised everywhere.’

Lentells’ decision to sponsor the 
Somerset Disabled Cricket Club, 
including providing players’ kit, also 
proved to be a master stroke. Not only 
was it beneficial to support a worthy 
team which performs well, but the 
coverage the firm has had as a result 
has been phenomenal. 

‘Last year Sky did a documentary 
about them, which was shown in the 
lunchtime interval during an England 
Test Match, so millions of  people 
got to see our logo on the players’ 
shirts,’ says Reid. ‘Plus, they also won 
the cup for disabled cricket in 2013 
and paraded the trophy around the 
Somerset cricket ground in front of  
thousands of  people.’

Another clever move was to support 
the Centre of  Cricketing Excellence 
at King’s College in Taunton. ‘It’s a 
local private school with parents who 
probably own businesses who could 
be good clients for us. They’re also the 

Elizabeth Olympic Park where the 
games take place this month, PwC is 
providing support in kind. This includes 
seconding a staff  member to The 
Royal Foundation’s CFO and providing 
support on VAT issues.

‘We are trying to get involved in 
projects, activities and events where 
we can measure the social and/or 
environmental impact,’ explains Vicki 
Boaden, marketing director at PwC. 
‘Backing the Invictus Games is part of  
our drive to help injured soldiers make 
the transition into employment.’

Local identity
Meanwhile, for the smaller accountancy 
firm, sponsorship is often more about 
cultivating business and identity 
locally. For example, Lentells chose to 
sponsor Taunton Rugby Football Club, 
home of  the Taunton Titans, because it 
is considered a focal point in town.

‘The club is the fabric of  local 
business and a place where people 
go,’ explains Nicki Reid, marketing 
coordinator at Lentells.  

The firm also holds seminars at the 
club and gets invited to local business 
networking events. ‘The club is great 

► FALL FROM GRACE
Disgraced cyclist Lance Armstrong’s sponsorship platform collapsed
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Irish professional golfer 
Padraig Harrington is 
rightly considered one of 
the greats of the game, 
having won numerous 
tournaments, including 
three major championships 
and four Ryder Cups as part 
of the European team. But 
what few people know is 
that he’s also a qualified 
ACCA accountant and 
proud of it.

‘Like most kids, I left 
school at 18 and really 
didn’t know what I wanted 
to do with my life,’ explains 
Harrington. ‘I was a 
successful amateur golfer, 
but with no pretensions of  
becoming a professional. 
Instead I wanted to get into 
the golf  industry as a resort 
manager or something like 
that, and so knew I needed 
a business qualification.’

Harrington’s older 
brother was already an 
accountant and suggested 
that the ACCA Qualification 
was the perfect route as it 
would allow him to play golf  
during the day and study for 
his exams at night.

‘It was ideal as it meant 
I had the best of  both 
worlds,’ he recalls. ‘Some 
young sportsmen put all 
their eggs in one basket, 
but I was able to say: “If  it 
doesn’t work out with the 
Qualification, I’ve always got 
the golf, and vice versa”.’

He also knew that 
golf  course and resort 
management would involve 
a great deal of  travelling, 
and that ACCA was a 
recognised qualification 
globally.

Four-and-a-half  years 
later, having studied a 
variety of  subjects and 

Irons in the fire
While ACCA-qualified Padraig Harrington may have forsaken accountancy for a glittering 
career as a professional golfer, the skills he learned in the classroom have served him well 

▲ IN CONTROL
Padraig Harrington at the 
2014 Irish Open at Fota 
Island, County Cork
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RYDER CUP
‘We are a selfish, individualistic sport, but 
for one week every two years we unite as 
one team with a common goal – to defeat 
the Americans in the Ryder Cup.’ So says 
Padraig Harrington, a four-time Ryder Cup 
winner as a player. 

Europe has enjoyed great success in 
recent years, winning seven of  the last 
nine Ryder Cups, including a thriller at the 
Medinah Country Club in 2012 when Europe 
recovered a 10-6 deficit on the last day by 
winning eight of  the 12 singles matches to 
seal a 14½-13½ victory.

‘We have different languages, cultural 
backgrounds, interests, food habits 
and choices, as well as a variety of  golf  
preparation methods,’ says Harrington. 
‘Some guys take 30 minutes to warm up 
for a round, others take three hours or go 
to the gym, but for the Ryder Cup we have to 
just do what’s best for the team. 

‘Fortunately, so far, we have really bonded 
and play better than the individual parts. 
Long may that continue.’

BA
SI

CS

learned some invaluable 
skills through his ACCA 
studies, Harrington had a 
tricky career decision to 
make. A little over a year 
later, at the age of  24, he 
chose to turn professional 
as a golfer.

‘Easy transition’
Fortunately, success came 
quickly. In his first year 
on the European Tour in 
1996 he won the Peugeot 
Spanish Open, following that 
with several second-placed 
finishes. ‘It was an easy 
transition and I exceeded 
all mine and everybody 
else’s expectations,’ 
says Harrington.

But his ACCA training 
wasn’t forgotten or in vain, 
proving to be extremely 
useful throughout his golfing 

career, particularly when it 
comes to time management. 
‘One of  the common faults 
of  sportsmen is they put a 
lot of  time and effort into 
the parts of  their game 
they’re good at, but won’t 
spend enough time with the 
stuff  they’re not so good at. 
This was the same problem 
with exam management. 
Everyone who’s gone 
through the ACCA 
Qualification will know there 
are certain subjects that 
everybody hates and doesn’t 
want to spend time on, and 
all of  a sudden everything 
slips. This is why it’s vital 
to make sure every aspect 
of  your game or studies are 
working well to succeed,’ he 
stresses.

Furthermore, the financial 
side of  golf  comes a lot 

easier to Harrington than 
it does to most of  his 
fellow golfers, including 
understanding the 
problematic issue of  paying 
tax in different jurisdictions.

‘There is very little my 
accountant explains to me 
that I don’t understand,’ 
Harrington admits. 
‘Filing tax returns in all 
the countries I play in is 
extremely complex, but 
very important, and my 
accountancy base certainly 
helps. There’s one European 
country that I go to once 
a year and my accountant 
and I always baulk at the 
prospect because its tax 
system is a nightmare.’

Level head
Furthermore, his calm 
approach and ability 
to handle pressurised 
situations in golf  also stem 
partly from his ACCA exam 

days. In both situations, 
he concedes, you’re going 
to feel uncomfortable and 
judged by your results, but 
keeping a level head will 
certainly help.

In 2007, Harrington 
finished The Open, one 
of  golf’s four major 
tournaments, joint leader 
with the Spaniard Sergio 
Garcia. The two players went 
into a play-off  to decide the 
overall winner. The pressure 
was intense. 

‘Sure, I was nervous, but 
I had a little mental note 
in my head saying “I’m 
where I want to be”,’ he 
says. Harrington won the 
play-off  by one stroke and 
lifted his first major trophy. 
Impressively, a year later, in 
2008, he retained the Open 
title, becoming the first 

European player to do so in 
more than 100 years.

Just three weeks later, 
Harrington won the PGA 
Championship over the 
South Course of  the 
Oakland Hills Country Club 
for his third major. Although 
at five over par after two 
rounds, he shot eight under 
par for the weekend, carding 
successive scores of  66 in 
the third and fourth rounds 
for victory.

There have been low 
points, too. In 2009, just a 
year after winning the PGA 
Championship and The 
Open, Harrington failed to 
make the cut on several 
occasions and didn’t win a 
single tournament. 

2005 also proved tough. 
After winning the Honda 
Classic in March, Harrington 
was able to celebrate with 
his father, Patrick, who 
enjoyed watching him 
play. ‘But when I won my 
second tournament a few 
months later at the Barclays 
Classic, he didn’t know 
much about it.’ His father’s 
condition had deteriorated 
from oesophageal cancer 
and he died on the eve 
of  the 2005 Open at St 
Andrews.

Nearly 10 years on, 
Harrington announced a 
few years ago that he was 
undergoing treatment for 
skin cancer: ‘My father had 
symptoms but didn’t do 
anything about it. It’s the 
nature of  men in Ireland 
and certainly older men.’

Harrington continues to 
play professional golf  at the 
age of  43 and still hungers 
for more major titles. 
Conceding that golfers are 
vastly overpaid for doing 
something they love, he 
gives back through his 
charity work, including as 
patron of  the Oesophageal 
Cancer Fund, a cause close 
to his heart. ■

Chris Evans, journalist

▌▌▌HARRINGTON’S CALM APPROACH AND ABILITY  
TO HANDLE PRESSURISED SITUATIONS IN GOLF ALSO 
STEM PARTLY FROM HIS ACCA EXAM DAYS
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AGM: THURSDAY 18 SEPTEMBER
ACCA’s AGM will be held at 1pm (BST) on Thursday 18 September 2014 at 29 
Lincoln’s Inn Fields, London WC2A 3EE. The AGM will be followed by the annual 
Council meeting, at which ACCA’s officers for 2014–15 will be chosen.

valuable contribution as the 
first chairman of  the ACCA 
Regulatory Board.

A number of  other issues 
were considered in Council’s 
formal sessions:

* With regard to strategic 
issues, Council discussed 
the outcomes of  
the recent member 
satisfaction survey and 
key learning points, 
together with a summary 
of  actions taken to 
address concerns raised 
in the surveys. Council 
also broke into workshop 
groups to discuss the 
ACCA brand’s competitive 
strengths and potential 
challenges. This was in 
the context of  one of  the 
key strategic outcomes of  
the 2020 Strategy – Lead.

* Council agreed 
recommendations from 
Nominating Committee 
regarding membership 
of  boards and standing 
committees in the coming 
Council year. It also, on a 
report from Governance 
Design Committee, 
approved amendments 
to Council’s standing 
orders for adoption at the 
annual Council meeting 

Council held a scheduled 
meeting on 21 June 2014. 
The guest presenter at 
the meeting was Katrina 
Wingfield, chairman of the 
ACCA Regulatory Board, 
who presented the board’s 
annual report for 2013. 
The Regulatory Board was 
established in 2008 and 
brings together all of ACCA’s 
arrangements for regulation 
and discipline in a single 
entity. The board stands at 
arm’s length from Council 
and the majority of its 
members are lay individuals.

The report of  the 
board for 2013 focused 
on the introduction of  
legal advisers to provide 
input to disciplinary and 
regulatory committees, 
the increased number of  
hearing days in 2013, the 
successful introduction of  
a case management system 
and ACCA’s relations with 
lead regulators.

This was the last 
report to be presented by 
Wingfield, who will complete 
the maximum term of  six 
years as chairman of  the 
board in September 2014. 
Council took the opportunity 
to thank Wingfield for her 

in September, as well 
as guidelines for the 
use of  social media by 
Council members.

* Council approved the 
consolidated financial 
statements and corporate 
governance statement for 
2014, together with the 
text of  ACCA’s 2013-2014 
integrated report. It also 
approved the Notice of  
Meeting for the 2014 
AGM. The reporting 
suite of  material will 
be available on ACCA’s 
website from the end 
of  July, together with 
information relating to 

the AGM and Council 
elections. (Members are 
encouraged to engage 
with ACCA by submitting 
their votes by the closing 
date of  11 September.)

* Council considered a 
paper providing feedback 
on the Council meeting 
in Dubai and related 
events, and noted that 
the visit was successful 
in positioning ACCA as a 
strong supporter of  the 
local profession and in 
facilitating engagement 
with key stakeholders. 
Council also noted that 
successful regional visits 
had taken place to Oman, 
Bangladesh, Pakistan 
and Sri Lanka.

* Council agreed to reaffirm 
its policy of  holding an 
international Council 
meeting every two years. 
It also agreed in principle 
that the international 
Council meeting in 
2016 should be held in 
Singapore, with associated 
visits by smaller groups 
of  Council members to a 
number of  other markets 
in the region.

* Council received a 
number of  briefing papers 
updating members on 
various matters including 
the Flexible Exam Delivery 
Support programme, the 
development of  ACCA’s 
global forums and the 
implementation of  ACCA’s 
corporate IT plan. ■

WEBCAST: ACCA PRESIDENT AND CHIEF EXECUTIVE
Tune in to watch the ACCA Engage webcast from 11 September at www.accaglobal.com/engage. ACCA’s chief 
executive, Helen Brand, and president, Martin Turner, will be answering a number of questions submitted by 
members on topics such as market recognition, membership fees and the ACCA Qualification.

Council highlights
The Regulatory Board’s annual report, member satisfaction and Nominating Committee 
recommendations were on the agenda at the Council meeting held on 21 June 2014
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reporting, audit and money 
laundering. 

A panel session on 
accounting and audit 
matters and another on 
money laundering followed, 
with Davies and senior 
Maltese practitioners 
discussing the key issues 
which now wait to be 
addressed by the various 
national governments. 

Panel members included 
MIA technical director Mark 
Abela, Malta Accountants 
Board chair George Rapa 
FCCA, PwC’s Simon 
Flynn, Ministry of  Finance 
quality assurance head 
Marcel Coppin FCCA (who 
represents Malta on ACCA’s 

ACCA and the Malta 
Institute of Accountants 
(MIA) have held a joint 
conference to consider the 
implications for businesses 
and the profession in Malta 
of the new legislation 
emerging from the EU.

Attended by around 
100 members from the 
profession, business and the 
public sector, the conference 
was opened by MIA 
president Maria Micallef. 

John Davies, ACCA’s 
head of  technical, then 
highlighted the main 
changes that will follow from 
the agreement now reached 
on the new legislation on 
accounting, non-financial 

Malta and the EU directives
A joint ACCA/MIA conference considered the implications for Maltese firms and 
businesses of EU legislation on accounting, reporting, audit and money laundering

International Assembly), 
Deloitte’s Ariane Azzopardi 
and Mazars’ Alan Craig.  

Among the key issues 
addressed by the panels 
were the future of  the 
small company audit in 
Malta, the advantages and 
disadvantages of  Malta 
adopting the new micro-
entity accounting regime, 
and the new emphasis on 
risk management contained 
in the fourth money 
laundering directive.  

ACCA and the MIA enjoy 
a close relationship and 
cooperate on a range of  
matters, and look forward to 
developing the relationship 
in the future. ■

▲ FEEL THE WIDTH
ACCA’s John Davies 
addressed the conference on a 
raft of EU legislation
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Events
ACCA UK runs an exciting programme of talks, lectures and workshops across the 
country. Here are highlights of both upcoming and recently held events

FLYING HIGH: TALES 
FROM A LOW-COST 
AIRLINE
25 September, Nottingham
David Byron, former MD of  
BMI Baby, offers a humorous 
insight into what it takes to 
set up your own airline, the 
customer journey and tales 
from the low-cost sector.

ASPIRATIONS EVENINGS
29 September, Leeds and 
25 November, Hull
Aspirations evenings bring 
together students, affiliates 
and members to provide 
advice on membership and 
experience requirements, 
a CV workshop, interview 
techniques, and the chance 
to meet a panel of  members 
in senior positions who will 
share their career tips. 

CHARITY FINANCE 
CONFERENCE
9 October, Birmingham
Featuring topical sessions 
for those working in or 
advising charities, ACCA 
UK’s annual charity finance 
conference provides an 
excellent opportunity to keep 

ACCA AND BREWIN 
DOLPHIN EVENT
4 September, London
This event will feature 
presentations which will 
address current pension, 
tax and trust issues. The 
information will be useful 
to clients, solicitors and 
accountants, and has been 
specifically designed to 
assist in these areas. The 
afternoon will finish up with 
drinks, canapés and music 
from a live band.

KEY QUALITIES OF THE 
OUTSTANDING FINANCE 
DIRECTOR
11 September, London
This talk highlights the 
combination of  technical 
and personal skills needed 
to succeed as a finance 
director today: commercial 
and strategic acumen 
building on core financial 
expertise, excellent 
communication and 
interpretation of  numbers. 
It gives practical advice on 
how the FD can become 
a trusted adviser and 
transform the image of  the 
finance department.

BUSINESS LUNCH AND 
PRESENTATION
19 September, Newcastle 
upon Tyne
Redcar MP Ian Swales 
– the only FCCA in the 
House of  Commons – is 
the guest speaker at 
Northern Counties’ 4th 
annual business lunch. 
‘Are corporate entities 
shouldering their fair 
share in our society?’ is 
the very topical subject 
for discussion and an 
opportunity to put questions 
to Ian Swales. 

up to date with the latest 
developments and best 
practice within the sector. 
See also ‘Charity accounting 
changes’, page 54.

PASSION AND 
COMMUNITIES IN 
DEFINING CUSTOMERS
16 October, London 
Starcount founder Drew 
Thomson will be speaking 
on his company’s guiding 
principle: ‘For the first time, 
we have a generation of  
customers and consumers 
who are defined by their 
passions – not by their 
geography.’ 

WELLBEING AT WORK
22 October, Sheffield
The health and wellbeing 
workshop at Sheffield 
Hallam’s Centre for Sport 
and Exercise Science will be 
led by Ian Maynard, who has 
worked with the GB Olympic 
team as well as businesses 
on stress reduction.

AUTUMN UPDATE 
23-25 October, Lincolnshire 
Attendees can choose 11 out 
of  29 sessions, so you can 
study the topics that interest 
you most. 

ACCELERATED BUSINESS 
GROWTH SUMMIT
12 November, Birmingham 
Bestselling author Bev 
James will discuss DISC 
personality profiling and 
hiring the right people for 
the right jobs to grow the 
business. Other topics 
include getting the basics 
right in finance, and effective 
communications. 

RESIDENTIAL 
CONFERENCE FOR 
PRACTITIONERS
21-22 November, Leicester
Twelve units of  CPD in 
a relaxed and sociable 
environment offers a perfect 
opportunity to get up to date 
on current developments in 
the profession. ■

▲ LEICESTERSHIRE LIFT-OFF
One of BMI Baby’s Boeing 737s taking off from the 
company’s East Midlands Airport base

FOR MORE INFORMATION:

www.accaglobal.com/uk/events
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LOCAL GOVERNMENT SUMMIT
Included in this year’s local government summit, to be 
held on 17 October in London, will be presentations, 
workshops and a networking drinks reception. 

Speakers confirmed so far include: Alex Aiken, 
executive director for government communications, 
the Cabinet Office; Dame Jane Roberts, chair, New 
Local Government Network; Josephine Lyseight, head 
of  finance and senior policy adviser, Public Service 
Transformation Network; and Helen Randall, partner, 
Trowers and Hamlins. 

The cost of  the day-long event is £199. Take 
advantage of  our early bird rate by booking before 1 
October for just £169. 

Book your place at www.accaglobal.com/ab105

ECONOMIC BENEFITS OF HS2
On 12 June, Macron Stadium, the home of  Bolton 
Wanderers FC, hosted a lively debate about the potential 
economic benefits which rail infrastructure project High 
Speed 2 (HS2) might bring to the north west of  England. 

Speakers at the event included: Mike Damms, chief  
executive of  the East Lancashire Chamber of  Commerce; 
Stephen McFarlane, head of  community and stakeholder 
engagement for HS2; and Paul Fletcher MBE, chief  
executive of  the Reebok Stadium Bolton and former 
international footballer. 

Attendees enjoyed an insightful discussion into the 
pros and cons of  the controversial railway project, with 
a number of  challenging questions being thrown up by 
the audience. 

You can read a full write-up of  the event at www.
accaglobal.com/ab106

AN AUDIENCE WITH LEE TRUNDLE
On 10 July, ACCA Cymru Wales and the Institute of  
Directors jointly held a dinner in the Meridian Tower, 
Swansea, which was sponsored by Stones & Co 
Insolvency Practitioners. The evening was hosted 
by BBC’s Frances Donovan, who interviewed guest 
speaker Lee Trundle, former Premiership footballer and 
ambassador for Swansea City FC. Lee talked about his 
career, developing talent and the impact that Swansea FC 
has on local business and the Welsh economy.

ACCOUNTANCY AWARDS
This year’s prestigious North East Accountancy Awards, 
designed to celebrate excellence within the fields of  
finance, accounting and tax across all industry sectors 
operating within the region, were held on 26 June. ACCA 
sponsored the Account of  the Year Award, which was 
presented to Vicki Brown of  Vertu Motors, by John McGee 
FCCA, chair of  the Northern Counties Network.

For more information on the North East Accountancy 
Awards 2014, see www.accountancyawards.co.uk 

MEMBER NEWSLETTERS
Following its launch in August, ACCA members in the 
corporate, public and financial services sectors now 
enjoy a newly designed and completely mobile-responsive 
membership newsletter. The new, streamlined design 
retains all your favourite content, from technical articles 
to CPD events. Check out your next edition as soon as 
it arrives. ACCA members in other sectors will receive 
newsletters in the new format from later in the year.

▲ LONDON TO MANCHESTER IN AN HOUR
Phase 2 of the High Speed 2 project will include extending 
the line from Birmingham to Manchester

▼ THE NUMBERS GAME
Lee Trundle scored 78 goals in 
146 appearances for Swansea
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▌▌▌‘GENERATION Y HAS A DESIRE TO BE INNOVATIVE 
AND ENTREPRENEURIAL, AND WANTS TO SEE THAT IN 
EMPLOYERS. CAN EMPLOYERS QUENCH THIS THIRST?’

a discussion on the future 
talent pipeline in a rapidly 
changing world, chaired 
by Dorothy Wood, head 
of  education at ACCA UK. 
Pooling the viewpoints of  
academics, recruitment 
consultants and employers, 
the discussion group listed 
key traits that tomorrow’s 
accountants would have. 

They would need to be 
good communicators, able 
to not only prepare accounts 
but also give valuable insight 
to their business partners. 
They will be more flexible 
and geographically mobile. 
They will be aware of  the 
non-financial aspects of  the 
business, and able to provide 
assurance on those aspects.

These new professionals 
will understand the impact of  

big data, and be able to use 
the appropriate technology 
to analyse this data to the 
benefit of  their organisations.

Perhaps most importantly, 
the group believes tomorrow’s 
talent will need to have 
inquisitive candour. This is 
one attribute highlighted in 
the ACCA study, 100 drivers 
of change for the global 
accountancy profession, 
alongside the traditional 
traits typically associated 
with the profession such as 
entrepreneurship, curiosity, 
creativity and strategic 
thinking skills.

But the group also 
emphasised that the key to 
this will be how seriously 

Communicators, value-
adding business partners, 
big data analysts; 
technically sophisticated, 
economically and 
environmentally aware, 
creative and strategic; 
these will be the traits 
of finance professionals 
in the future. They will 
be more entrepreneurial, 
inquisitive, flexible, diverse 
and mobile. But will the 
pipeline of future talent 
be capable of producing 
such professionals? Will 
it be able to balance the 
demands of business 
organisations with the 
needs of the individuals 
coming into the profession?

It might only be six 
years away, but if  the 
speed of  development in 

the workplace that we have 
seen over the previous half  
dozen years is anything to 
go by, we could be looking 
at a very different scenario 
when we move into the 
millennium’s third decade. 
But will the profession be 
able to produce the diverse 
talent that can thrive in the 
new workplace?

Will improving access 
to the profession keep the 
talent supply plentiful? 
And will the qualification 
adapt to reflect the 
widening responsibilities 
for tomorrow’s finance 
professionals?

With these questions in 
mind, ACCA recently hosted 

the profession commits to 
these changes. Much will 
depend on the willingness 
of  employers and educators 
to adapt. Organisations that 
have the flexibility and ability 
to change will be the ones 
that will forge ahead.

Macro influences
Recent economic conditions 
have played a big part in the 
way organisations have 
changed and will continue to 
do so. Such changes have 
had a direct impact on the 
accountancy profession. As 
Salin Talavdekar, a senior 
accountant at Citadel Risk, 
told the group: ‘Companies 
were not hiring, accountants 
were covering other jobs, 
and there was a need for 
more versatility. But at 

the same time, finance 
professionals were 
developing a commercial 
mindset. So now it is not just 
about [preparing] accounts, 
it is the interpretation and 
the value added.’

The economic climate 
has had a direct impact 
on the university sector 
as well, with students 
focusing on the cost, and 
therefore the value, of  higher 
education. ‘Students are 
more demanding, they are 
getting more discriminating,’ 
argued Carol Masters, a 
senior teaching fellow in 
accounting at the University 
of  Southampton, which 
hosted the panel discussion.

The question then came 
down to how students 
used their time and the 
opportunities available 
during their studies. The 
panel heard how work 
placements and gaining 
business experience outside 
the lecture room will be key 
to future employability, and 
will also help close the gap 
between employers looking 
for the finished article and 
employees, looking to learn. 

As Lee Hewett, a senior 
manager at recruitment 
consultancy Hays, told 
the group, the difference 
between students who have 
done a work placement 
during their course and 

Talent pipeline fears
Will the future finance professional talent pipeline run dry  
by 2020? A recent ACCA event explored this question

▲ EXPERIENCE WINS
Lee Hewett believes that  
work placements can put 
students at a significant 
advantage when they enter  
the jobs market
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those who have not can be 
quite marked when it comes 
to looking for work.

Grassroots loyalty
Elaine Darby, associate 
professor in accounting at 
Henley Business School, 
agreed, saying: ‘Students 
that come back from a work 
placement are much more 
commercial and dedicated 
to their work. They talk as if  
they are an employee of  a 
company, and a lot go back 
to the firm that they were 
with after they finish their 
course. And they achieve 
higher degree results.’

Employers need to 
adapt as well, argued Barney 

Ely, a director at Hays. He 
said: ‘Generation Y has a 
desire to be innovative and 
entrepreneurial, and wants to 
see that in their employers. 

‘But can employers 
quench this thirst? Will they 
allow that thinking?’

But by the same token, 
Ely is concerned that as the 
recession recedes, a skills 
gap is already developing. 
He urged employers to be 
flexible, and align the skills 
they demand with the price 
they are offering to pay. And 
to be realistic; employers 
need to accept that their 
recruits might not be the 
finished article and will 
become better employees if  

FOR MORE INFORMATION:

ACCA’s 100 drivers of change report is at  
www.accaglobal.com/ab60

◄ FUTURE-FACING
Chairing the event, Dorothy 
Wood listened to the 
perspectives of the group of 
employers, academics and 
recruitment consultants

▲ GREAT EXPECTATIONS
Carol Masters says that 
today’s students are more 
demanding and discriminating 
as they focus increasingly on 
the cost of education

they get the opportunities to 
develop their skills.

Likewise, the educators 
and trainers need to adapt to 
changing student demands 
and needs. Technology is 
creating great opportunities, 
but the profession needs 
to ensure it is taking full 
advantage of  the potential 
of  online education – as 
the 100 drivers of change 
study observes, well over 
1,000 universities, including 
Harvard and MIT, are making 
a wide range of  courses 

freely available online to 
anyone around the world who 
wants to take part.

Such moves can only 
improve access to the 
profession, and this perhaps is 
at the heart of  the debate. To 
maintain a good flow of  talent 
through the pipeline, access to 
the profession will be critical. 
And the key will be how the 
profession commits to these 
changes and ensures that the 
pipeline does not dry up. ■

Philip Smith, journalist
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Global online conference

ACCA members will be 
able to enjoy four days of  
global content delivered 
live and on-demand at the 
Accounting for the Future 
conference, which runs from 
15 to 18 September.

The free worldwide event, 
delivered via live webcasts 
and on-demand videos, 
will explore the role that 
finance professionals will 
play in building a strong and 
successful global economy. 

ACCA will harness 
the latest technology to 
bring together finance 
professionals from around 
the world to share and learn 
from their peers. 

Its experts will share 
the latest insights on how 
businesses need to adapt 
to meet the future needs of  
stakeholders, regulators, the 
economy and the public. 

Each of  the four days will 
have a different theme:

15 September Driving 
business performance: 
creating value through 
effective risk management 
and governance
16 September The role 
of  reporting: investors 
and how to increase the 
relevance in reporting
17 September Talent and 

transformation: creating 
the finance function of  
the future
18 September Future 
proofing: preparing your 
business for the changing 
future landscape

Register at www.accaglobal.
com/accountingforthefuture 

Topics including risk, culture, investors, reporting and the finance 
function will be explored at ACCA’s Accounting for the Future event
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ACCA is the global 
body for professional 
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the world who seek a 
rewarding career in 
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We support our 
170,000 members 
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students throughout 
their careers, 
providing services 
through a network 
of  91 offices and 
active centres. 
www.accaglobal.com 

▲ LIVE WEBCASTING
The free four-day event is a great opportunity to share knowledge

ACCA MEMBERSHIP HITS 170,000
An increase of almost 5% in member numbers has resulted in ACCA’s membership 
reaching 170,000. At the same time, ACCA recorded 436,000 students, of which 
384,000 – an increase of more than 12,000 on the previous year – were studying for 
the ACCA Qualification for 2013-14.

The rate of  growth among members, at 4.7%, is the highest of  any of  the 
international accounting bodies, comprising 10,377 new members and a 98.4% 
retention rate among existing members.

Fundamental to achieving growth is ACCA’s professional standing. ACCA asked 
employers for their overall perceptions – 95% said that ACCA was a respected brand 
and 89% said that ACCA was a world-class organisation. ACCA was seen as being 
the global leader among international accounting bodies by more than 50% of  those 
surveyed, with only 17% mentioning the next highest-ranked body. Learning providers 
were also asked about their views – 90% said ACCA is a world-class organisation and 
85% agreed that ACCA is a great career choice for young people.

ACCA chief  executive Helen Brand described the results as heartening, 
commenting: ‘The opinions of  employers and learning providers are critical to us, 
since they provide career and learning opportunities to all our members and students.’

She added that ACCA had achieved all the targets set for speed, efficiency and 
quality of  email and telephone service – all of  which are benchmarked against globally 
accepted service delivery measures.

FIVE
Number of  years of  
the ACCA/IMA Global 
Economic Conditions 
Survey – the largest of  
its kind in the world. 
To commemorate this, 
ACCA has published 
a health check for the 
global economy, based 
on the full five years’ 
worth of  survey data.  
www.accaglobal.com/
ab102
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